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Chapter 1

Introduction To Dynamic Trading

Successful commadity trading is a business.
Roy W. Longstreet

In Dynamic Trading, you
« 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 signal when a market is reaching the
completion of the trend using the practical application
of Elliott Wave analysis.

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

» Lcarn how to project well i 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 a practical trading
phan.

+ Learn how to distinguish the high probability trade sct-ups
that will provide you with the best opportunity for success.
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Intreduction 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 a trading or investing decision. Every financial and
comnrnadity market is constantly in a process of dynamic change, When
you have mastered the material 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.

Une of the important objectives of Dynamic Trading is to 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
analysts, A bond 1op was projecied to be made in the Nov. 20-Dec. 9,
1996 period, ideally Dec. 4-9. The top was projected to be in the price
zong of 115.29-117.05. The top was made Dec. 3, 1996 ar 116.28,
precisely within the time and price zones projected for the termination
of the rally,

M [ Dynammc Prics
Elliokt Wave !ﬁ

Projection, Chap. 4
_/ Pattern, Chapt. 3

Diynamic Frice Prowection, For Tap:
LTrading Strategies, 115.29.117.05

11617 Rl 1 818 -
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+ Time Cyele

. Ratios, Chape. §
® F MW A&

Titre Rbyethm fone For Top: Mow. 26.0ac 9

Time Ehythm
Zones, Chapt_ 5

Drynammic Time
— o
Dynamic Tire Frojeciion For Top: Dee, 46 — Frojections, Chapt. 5

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 leamning Dynamic
Trading upalysis and trading sirategies, you will be prepared in advance
for the extent of trends and counter-trends, the time and price with the
greatest probabilicy of trend reversal and low-risk trading strategies.
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Dynamic Trading - Chapter 1
\\\
It’s Time You Made A Change

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

The majority of futures rraders loose money. Some say the percentage
is as high as 90%. The majority of stock 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 be when powerful technical
analysis software is available for only a few hundred dollars? In the prast
twenly years, since the flood of technical analysis and mvesting books,
newsletters, trading workshops and software have overwhelmed the
markel, the percentage of traders and investors who succeed has not
gained at all! How can this be when the knowledge and tocls seem to
be s0 easily and cheaply available?

I believe it i3 because the vast majority of traders and investors have
bought into the belief that the same overused and abused technical indica-
tors actually provide an accurate assessment of markel position. If the
majority of traders and investors continve to loose or, at best, vastly under
perform the market, it must be time for a change. Tt must be time to look af
the market from a new perspective and put into practice new analysis
methods and trading strategies,

My lavorite definition of an insane person i8 somecne who confinies
16 do the same thing but expects different results. Ate you insane? Are you
approaching the market with the same popular analysis tools and trading
techniques that have been used by the majority 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 vear?

1t’s time te stop the insanity! #t's time to do something different.
Dynamic Trading provides both new technigues and new twists on soine
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
are doing.

Lhave taught these techniques to new and experienced wraders in over
a dozen countries for almost ten years. It is rare that someane involved in
the business of market znalysis and education has any trading experience.
In'erder to demonstrate the value of these methods, in 1993 [ entered and
won first place in the Robbins Trading Company World Cup Champion-
ship of Futures Trading with a return of over 118% on account for the
year. This annual trading contest is real-money, real-time. Not some sifly
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Introduction To Dynamic Trading

hypothetical trading contest. In case you didn’t know, less than 3% of
trading and investing authors, newsletter writers and software developers
have ever successfully traded or invested. All of their information is
strictly from an academic or hypothetical viewpoint and is usuaily not
applicable to practical analysis, trading or mvesting.

While [ continue to trade futures and options and invest by mumal
fund switching, my primary occupation is as a trading and investing
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 markefs
since 1986. Each report is an education in itself with regular tutorials
on dynamic technical analysis and {rading strategies.

The monthly and weekly advisory reports have provided a ten year
record of the value of the analysis, forecasts methods and irading
strategies taught in this book. Throughout this period [ have become
especially known for my comprehensive and unique Hming methods. A
three year period of reports was exumined and it was found that 89% of
the trend changes made by the markets that were followed 1n the report
were made within one trading day of my Projected Turning Point Periods,
['tn sure you can see how valuable this kind of dynamic time analysis can
be ta you.

Of the hundreds of market analysts and newsletter publishers, the
1997 Supertraders Almanac named me the 1996 “Market Gurn 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
sllowed me to 80 accurately determine the position of the stock market
and time and price targets for the bull trend are taught in this book. The
techniques are not difficuit to understand or apply, but it will take work
on your part.

‘This is the first comprehensive hook | have offered to the public 1n
ten years. In the past, a trader or investor had to cither purchase my $500
home study course or atiend a weekend workshop at a similar price to
receive this information. Why have I put this information together in a
book and made it available for less than $1007 You're probably expecting
me to humbly say it’s for the benefit of the little guy or semething like
that. Not at all. I hope to reach a much wider audience of traders and
investors who are ready to make a change. 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 I have developed
for traders and investors.

Whether you continne your study and application of Dynamic Trading
beyond the materizl in this hook or not, I promise you this: You will ger
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Eynamic Trading - Chapter 1

more than your money’s worth from the material in this book alene. You
will learn new analysis and trading technigues that you can irnmediately
put into practice as a complete approach by (hemselves or as a comple-
ment to an approach you already use. | have been in the business of
advising and educating tradets for over ten years. I have buiit a steady and
loyal customer base over that time primarily from word of mouth. T have
done that by offering a quality product and service in everything I do in an
industry that is known for a decided lack of quality and integrity. If for
47y reasan you feel the material in this book is aot worth the price you
paid, send it back within sixty days and I will be £lad to refund your
purchase price. I'll bet you've never had a money back guaraniee rade 1o
¥ou in the introduction to a book.

The other reason I have made this matcrial available in a low cost
book format is that over the past few years, many of the technigues 1
have been teaching for many years are being taught by others and
incorporated into software programs without any reference to the
source, They are often being taught at extraordinary ligh cost like
several thousand dollars for weekend workshops or telephone conference
tutoriais. Unfortunately, many of the techniques are often taught
incorrectly. Probably hecause the teacher did not develop the methods
and had no actual experience putting them into praciice.

In late 1993, I gave a lecture at the Trader's World technical analysis
conference in Chicago and described the relacionship of market timin g and
atomic energy structure. T explained this analogy and the practicul applica-
tion 10 time analysis and trading strategies. By the way, it is not as weird
or esoteric as it ray sound! Within about thirty days, & technical analysis
software developer who was at the conference had not only included some
of the timing technigues I tanght at the conference into his software, but
even called it something like Energy Pivots, exactly as I described them at
the conference. I didn’ct even get a copy of the software as thanks for
designing the routines!

While imitation is the highest form of flattery, I decided then to
discontinue my public appearances at conferences and my educational
contributions to technical analysis magazines until 1 had produced a hook
for the genera| trading and investing public that set forih my methods. Tt is
almost four years later and here it is!

I have long since accepted that what ever vou 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 material.
At least now | know this material will be properly presented in its entirery
at a fair price.
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Introduction To Dynamic Trading

| know the value of this material as do hundreds of traders from
around the world who have studied it and put it into practice. What ever
your level of trading or investing experience, yon will find great value in
this materizl. T 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 responsible for millions of dollars of
customer funds. Many of them have made these techniques their sole
approach to analysis and trading. Others have integraied one aspect or
another inte their trading approach and trading plans.

Whatever your current level of experience or cxpertise, it is now your
ium (o make a change and Jearn 1o be a Dhyneenic Trader.
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Chapter 2 4

Getting Started With Dynamic Trading i

Use afl of the iools, all of the time.
W, [J, Gann

& i L Car s ol in —a ik

The Three Dimensions of Market Activity

Every aspect of the market must be taken into consideration for consis-
tently successtul trading and investing decisions. There are two criteria
that should be met for any techmical analysis meihodology to be included i |
ag part of the decision making aspect of a trader's rading plan:

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

2. The analysis technigque must provide the critical information well int
advance that is needed 10 make a trading decision. In other words, we
are primarily concerned with leading indicaters of market activity, aot
lagging indicators. There are a thousand indicators that will tell us what
the market has done, We want to know with a kigh degree of reliability
what the market should do in the imnmediate future.

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

Time f

We must have a tims projection methodology that allows us to project
with a high degree of consistency the future periods of time that have
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Getting Started With Dynamic Trading

the greatest probability of trend change. Typical time-cycle analysis
provides for wide “windows” of time of as much as several weeks for a
potential trend change. This is of litfle use to the trader or investor, When
using daily data, dynamic time projections focus in on periods of just a
few days which have a very high probability of trend change. When using
mntraday date, the focus may be on just a few bours. These relatively
narrow time ranges provide the trader or investor with a highly useful
picce of information from where 10 make a decision. Dynamic time
projeclion techniques also project the high probubility minimum and
maximum time targets for any trend or counter-trend,

Price

We must have a price projection methodelogy that allows us to project
with a high 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 allow
us to project zones that have the greatest probability of terminating the
trend. Dynamic price projections provide a very namow price zone where
important trend changes usnally unfold. A dynamic price projection tech-
nigue 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 inarket in relation to wend, 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 guidclines. There are certain rules and
guidelines associated with Elliotr wave analysis that usually reveal the
position of the market relative to trend or counter-trend. When that
position is not clear, we may choose to ignore that particutar market and
oniy consider trading those markets where the pattern clearly reveals the
positicn.

Holistic Technicual Analysis

Without a comprehengive analysis procedure, an important decision- -
making element may be missing, It is critical to view the market from ali
perspectives. Each dimension of market activity must be viewed in the
context of the other dimensions, Failure te be aware of all dimensions of
market activity may result in a trading decision arrived at by an isolated
view of the market that ignores an important marker factor. Another
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Dynamic Trading - Chapter 2

dimension of market activity may contradict the isolated view. The market
must be viewed from the whole of its activity.

Buy The Bottom, 5¢It The Top

An important part of dynamic trading analysis is te be prepared in advancs
and recognize important trend changes 25 they occur. The lowest risk and
lowest capital exposure trade and investment set-ups are often at the
significant trend change pivots. L know, [ know. Most of the trading and
investing books teach never to try 1o buy the low or sell the bigh. What
nonsense. Those books were written by acadernics and other non-traders
who know little about technical analysis except for Jagging indicators
which anly provide inforination well after the trend is established. They
teach this it of nonsense because most analysts do not have an analytical
method that projecis it advance when and where market 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 do just that quite often.

The Coincidence of Time, Price and Pattern

When time, price and pattern coincide, change is inevitable. When each of
the three market dimensions project a high probability of trend change, the
change is at least very highiy probable, if not inevitable. The coincidence
of time, price and pattern projections provide low risi/low capital
exposure trade set-ups. If the trend change is confirmed, the radar and
investor will have the confidence of knowing the direction of the main
trend and the direction that market positions shouold be taken.

The Objective of Technical Analysis

The purpose of technical analysis is not to be able to acenrately identify
every marke! position, all of the vime. While this may be the daydream of
some analysts and rmost amateur traders, it is an impossibility. Every
method of technical analysis has limitations and at times will provide
contradictory information. Unless the anaiyst, trader or investor is willing
to accept that some times his or her anaiysis will not provide a confident
opinion of the market positien,

he or she is doomed to failure,

The objective of technical analysis is to identify those
market conditions and the specific trading strategies that
have a high probability of success.

2-3
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Gretting Started With Dynamic Trading

There are three positions a trader may take at any one time: long,
short or out of the market, The out-of-the-market position i taken when
the technical analysis does not recognize that the market is in a high
probability profit position. lim Rodgers has said that be “waits until the
money is just sitting there on the floor waiting to be picked up” before
he considers entering a position. [n other words, Rodgers waits until his
analysis recognizes the conditions that have a very high probability of
success, If you want to be successtul, se will you.

Traders who demand action usually have no technical analysis
approach cr trading plan and are doomed to the same fate as all other
junkies - busted, Over the years, I 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 like “how
many trades a month does this approach sigmal®, I know they have never
had success and never will until they change their objectives. These
trading junkies are more concernad with activity than profitability. The
only objective of a rader or investor should be net profitability, not the
amount of activity, '

Omoe you recognize that the purpose of technical analysis is to identify
high probabhility trade set-ups, patience and discipiine should follow.

Analyst, Investor or Trader

Both investors and traders must be good technical analysts 1o be
successful. The technical analysis methods provide the information
to make a3 trading or investing decision. 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 time frames whether a 15 minute chart or a monthly chart.

What Markets Do These Technigues Apply?

The Dyramic Trading techniques apnly to all actively raded markets
including all of the major fumres, stocks, mutual funds and indexes. These
techniques have been used by short-term futures traders who consider a
three hoor trade a long-term positien 1o mutual fund switchers who make
only two or three switches each year.

System Trading

The tnyth that a so-called mechanical trading or investing “systern™ may

be purchased that will provide great profits over time is a sad reminder
that a significant portion of the population has more money than brains
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or aL least some money and few brains. What is a “mechanical trading
system?” It is a specific and objective sct of rules that signal when to buy
and sell. The rules may he programmed inte software or simply written
down. The basis of all these systems is that the user does not have to know
anything about the market or trading and investing and will profit by
simply following the rules or system signals,

As long as there has heen trading and investing, there have been
trading and investing systems sold to the public for anywhere from a few
bundred dollurs to many thousands. T don’t believe there has ever been a
systern 50ld to the public that the purchaser has profited from over a
period of more than one or two years which always seem to be followed
by consistent losses that wipe out any accumulated profit in a short
amount of time. The majority of “systerns™ soid are nothing but scams.
Some probably have value in the hands of the developer who knows the
market conditions under which the sysiem was developed and would
recognize when the conditions have changed and the system is no longer
applicable,

Not long ago, I challenged all of the readers of the Club 3000
newsletter to provide any evidence of ever having had a single, profitable
year from taking every signal of a system that they had purchased. The
Club 3000 newsletter was criginaily hegun to provide comments and
reviews by system purchasers. 1 am sure just sbout every system purchaser
and developer in the trading and investing universe subscribes to this
newsletter. Not a single syster purchaser or developer was able to provide
anry evidence of a profitable year trading a purchased system' Surprised?
I'm not.

Why does the trading system iilusion continue? I believe there ate two
reasons. The first is that many of us want to believe that there really is an
easy way. Many of us want to believe that there is a formula that can be
purchased and will guarantee success. Whole industries are built on this
illusion. Stay up late at night and channel surf and you will see how alive
and well is this illusion. Success can't be purchased. It must be earned.
Trading and investing is the same as any other business. You must gain 2
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 the

popular and inexpensive technical analysis software programs make it
reiatively easy to test the profitability of a set of trading mles. The left-
brain junkies have a field day with the system testing software. Most of
these users do not understand that a set of rules may be developed to show
a profit on any set of data! Even datz randomly generated. But wait until
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you apply those rules to a new set of data generated under different market
conditions. Software promoters feed on the system illusion by heavily
promoting the system testing routines in their sofrware. Trading
magazines continually have articles on system development written by
academics or professional writers with no acwal trading expeatience.

Still interested in system trading? Futurey magazine tracks the results
al tost of the public futures trading funds. Public trading funds are afl
gystetn traders. For practical purposes, they have unlimited financial,
computer and brain power resources to develap 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 magazine was just 12.11%. Ahout one quarter of
the funds were down for the year. Only nineteen or less than one out of ten
funds beal the S&P for the year. Funires magazine does not report on
multi-year teturns for these funds, but 1 will give very high odds that none
af them has ever beaten the S&P in each of three years in a row.

Most of these public trading funds have more than ten million dollars
under management. 3ome a ot more. Al together they repressnt several
billions of trading dollars. And this is Just a drop in the bucket compared
with the privaie trading fuads. How much de you think it would be worth
to any one of these funds to purchase a system that is profitablc? Can you
count that high? Given this information, do you really think that you can
buy a profitable trading systemn for a few hundred dellars? For a few
thousand dollars?

Hopefully you are now well grounded in reality, Success cannot be
purchased. It's that simple.

How This Book Is Laid Out

It is important 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
lbe same page as the commentary? You have to keep flipping back and
forth to view the illustration and the commentary together? That won't
happen in Dynemic Trading. Care has been taken so that the descriptive
chart commentary is on the same page as the chart illustration. This often
results in a good 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 possiblc, not to conform te the ideal layout
standards of maditional hook publishers.

. 4
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It's Time To Get Staried

We will begin the Dynamic Trading journey 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 Websler™s you must know
with my brief comments.

Forecast: To predict a future condition, occurrence or eveni.
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 outcorne of any
condition can only be a probabiiity, never a certainty.

Probable: Having more evidence for than against, but not
proven conclusively. All trading and investing activity
deals in probabilities, never certainties. The objective
of all market analysis and trading plans is to put the
probabilities of success on our side. This includes
eliminating those activities with a low probability of
success and only engaging in those aclivities with a
high probability of success.

Speoulate: To engage in a risky business transaction in the hope
of making a large profir. All activities whose ouicome
i in the future are speculative activities. The degree
of risk is relative. The only reason to accept greater
risk 18 with the intention that the potential, future
gains will be far greater than relatively less risky
activities.

Chance: The unpredictable element of an occurrence. A possi-
bility or probability. Bvery possible occurrence of a
future event has a degree of unpredictability which iz
why no method of attempting to predict the future is
without risk.

Risk: To axpose to the chance of loss. The probability of an
evenl occurring, IF the success of any activity is con-
tingent on a future event occurring, that activity is
always risky. The objective of the trader and investor
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is to reduce the inevitable chance of loss by only
engaging in those activities (trades or investments)
that reflect the greatest probability of success relative
to ail of the choices available.
Capital

Exposure: The minimum dollar risk to see if your guess of the
Juture is correct or not. You've got to pay to play.
In trading or investing terms, capital exposure is the
protective stop-loss amount. What does it cost to find
out if you made a profitable decision or not?

Consistency:  Steadfast adherence to the same principles, course,
efc. A trader or investor must adhere to his or her
trading plan consistently. Without the quality of
consistency of action, success is uhobtainable.

Plan: A scheme or method of acting, proceeding, etc.,
developed in advance. "If you fail to plan, plan o
fail.” Any endeavor which does not include a defined
plan will not suceeed. No one, particular plan will
ensure success. No one plan will include ules 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 all citcumstances.

Trade: Relatively short-term specularion.
Invest: Relatively long-term speculation.

Bozo: Semeone who does not take the above definitions
seripusly. A Bozo may or may not have red hair and
bad taste in clothes. There are no Bozes whe are
successfut traders or investors.

Knowing the above definitions and their meaning to us as raders and
investers is critical to the success in the business of trading and investung.
Their critical nature requires tmore comment and elaboration. The foilow-
ing discussion describes elements necessary for successful trading and
investing that are far more essential to success than any trading tech-
niques. On the next page is the reat “Holy Grail” of trading and investing.

2-3
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Speculation ... is the self-adjustment of sociery to the probable,
Gliver Wendell Holmes

Probability Is A Key Concept Successful Trader sod Investors
Understand

I there is a key word associated with trading and investing, it must be “ :
probability. All consistently successful investors and traders know thar
every trading and investing decision only has 2 probability of success,
never a certainty, Losses are inevitable and are just as much a part of a il
successful trading plan as profits. if a trader has a successful trading plan, i
he or she should bave no more emotional respense to a loss than to a win,
Each will he inevitable. While it may be difficult to maintain 1 completely
fton-emotional relationship to trading and investing, an understanding

thar trading is a business of probabilities will go a long way towards
developing a stable attitude toward the business.

All successful traders have a defined, written trading plan. The trading t
plan can take many forms. At the very least, it will provide the minirmum |
guidelines that must be satisfied before & trade will be considered. It may i
be as complex as a long set of very restrictive rules that must be satisfied A
before a trade is considered. Each has its strengths and weaknesses. !
Neither method, whether guidelines or mles will ensure success, hut the i
lack of either will ensure failure, There will be much more on developing
a trading plan latter in rthe book.

A trader who does not consistently abide by his ot 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 rading plan and know that if they
violate their trading plan it will afways be costly in the long run,

The above discussion is as important and maybe more so than leaming
any method of technical analysis or trading strategies. Even a trading plan
that included analytical procedures and trading strategies 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 profics
if the trader or investor implementing the plan did not know and act in
accordanice with the qualities discussed above,
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Pattern and Practical Elliott Wave Analysis

This Chapter Teaches Practical Elliott ¥Wave Analysis

Two of the important benefits of practical Elliott Wave analysis is 10 be
able to quickly determine if the market position 1s trend or counter-trend
and the pattern position that signals the termination of each of these trend
positions.
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Gold terminated a strong, bull rally Ang. 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 weli in advance. This
chapter will teach you how io quickly identify the position of any market
most of the time by practical Elliott wave analysis. [ say “most of the
time" because you will alse learm when the Elliott wave patiern position
is not providing adequate information for a trading decision.

How valuable is it to you to be able 1o idemtify if the current position
of a market is a trend or connter-trend? This is critical informatien that
wili help determine what trading strategies to implement.
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Dynamic Traders Make Their Ovwn Decisions

Do you remember the sharp decline made by the S&P in Tuly 19967 Do
you remember how many well publicized market “*gurus™ and analysis
clairned this was just the beginning of the “long over-due” bear market?
Practical Elliott wave analysts understood the July decline was the
completion of a correction {probably wave-four) which should be imme
diately followed by the continuation of the bull trend to new highs.

IDynamic Traders who applicd praciical
Elliott wave analysis understood the sharp
decline in July 1996 was a comection
which wauld be Dllowed by a resumption
of the bull rend to new highs.
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How did it turn ont? Up to the time this ssction 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 in their customet’s accounts. Do you see how an under-
standing of the trend and counter-trend pesition of 2 market will provide
you with the perspective to tmake high probability trade and investmeant
decisions?

Dynamic Traders were prepared for the continbation of the bull trend
in July 1596. By mastering the simple rules and guidelines of practical
Elliott wave analysis and trading strategies, yon will understand the
position of a market and not have to rely on the often grossly inaccurate
analysis of the media gurus.

It is necessary to first gain a background of patter analysis of tarket
position. Much of the high probability time and price analysis will be
contingent on an understanding of the pattern position of the market.
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Your first 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 detall. By the time you are through with
this chapter, you will have a firm grasp of the practical principles of Elliott
wave analysis. The subsequent chapters on Dhynamic Price and Time
Analysis and Putting &t All Together will reinforce what you have leamed
in this chapter.

The summary of Elliott’s wave principle in this chapter does not
attempt to explain the rationale of Elliott’s theory or how it is a reflection
of social or mass psychology. That explanation is available in other publi-
cationg about Elliott Wave,

Most traders are already familiar with the basics of Elliott wave
analysis. Bven if you are, do not skip this section. It is important 1o
understand the perspective, terminolegy and notation used in the book
so there will not be confusion later on.

Thete is no practical trading value in knowing all of the complex
corrective variations. The purpose of this training is not to become aca-
demic experts of market analysis but recognize and apply analysis and
trading sirategies that have practical valie for making trading decisions.
We'll let the academics and non-trading analysts argue over the propet
interpretation of rnarket strucmre, while we will concentrate on what
helps us to make trading and investing profits.

The focus of our nse of wave analysis will be the same as it is with
any other analysis methad. What practical infermatien 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 muorket
activity will confirm or invalidare the assumed position?

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 I
have said, most fikely. Always keep in mind that we are dealing with
probabilities. We can never know with certainly what is the current posi-
tion and what will be the future position. The obhjective of pattern analysis,
just as with time and price analysis, is 10 put (be probabilities on cur side.

E. N. Elliott has provided traders and investors with the most cbjective
methodolopy of determining the position of 2 market by what has become
known as the Elliott Wave Principle. This pattern chapier will only
consider Ellioit's Wave Principle as it is the most objective description
of the position of a market related to pattern. However, contrary to the
upinivn of some Elliotl wave proponents, Elliot’s Wave Principle will not
always provide a confident description of the market position. However,

34
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the Elliott Wave Principle will almost always provide a description of the
rarket position that will tell us with confidence if the market is in a rrend
of counter-trend and the degree of the mend or counter-trend. This
information alone is invaluable to the trader or investor.

First we will look at a summary of the Etfiot wave principle, then we
will look at it’s strengths and weakness followed by how we can put it o
practical trading application.

Essentially, Elliott’s Wave Principle is a catalogue of defined chart
patterns. When recognized by the analyst, these parterns should not only
indicate what the current position 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, cach pattern has implicalions regarding the position of the market
and the most likely outcome of the current position.

Elliott Wave Basics

The basis of Ellictt’s Wave Principle is that most trends unfold
in five waves in the direction of the trend and three waves in
the direction counter to the main trend. It's that simple.
Markets usually unfold in three’s and (ive's. Five wave
patierns are impulsive structures, Three wave pattems are
corrective structures.

There are certain mles and guidelines that help to identify the wave
structure, If the activity of ail markets could be easily identified at all
times with one of Elliott’s wave patterns, rading would be a simple
exercise of entering and exiting a marker at the completion of the partern
that would signal a orend reversal. Needless to say, it does not work out
this easily for twe obvious and important reasons:

L. Markets only exhibit o useful Ellivtt 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
wive count just for the sake of exhibiting a wave count. When this is
the case, the Elliott wave pattern informaticn is not only useless, but
niisleading and can prove very costly. Market analysts whao limit their
entire technical approach to Elliott wave analysis are notorious for
doing this. They try to prove something that does not exist. Practical
traders and investors recognize when Elliott wave analysis is appli-
cable to a market condition and when it is not,

- Atrimes, particularly with complex, corrective patterns, there is
simply little clue as to the position of the market within the context
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of the patiern of the larger degree trend. All indications may be that a
market is in a correction, but once the market gets beyond a simple
ARC correction there usually is not a confident, specific pattern
interpretation. When this is the case, the analyst should not try to force
a complex count just for the sake of trying to identify something that is
net reliably identifiable.

Don’t Become A Trading Junkie

If a market is not providing the information necessary 10 make
a confident decigion that provides an acceptable level of capital
exposure, that market must simply be ignored for the time
being. There will be opportunities within the context of the
trading plan at another time or in another market.

If we are able to identify a confident Elliott wave count of the markel
position, that particular connt will also provide us with the market activity
that will invalidate the wave count. This is extremely critical. In effect, we
are talking about a patrern stop-loss, There will be more about this as we
lock at each individual pattern.

Now, ler's begin our study of Elliott’s wave patterns by studying
the general characieristics of impulse and corrective waves, the mles and
guidelines associated with Elliott’s Wave Principle and how the most
reliable wave patterns provide us with specific price targets for the con-
firmation and termnination of trend.

Wave Labeling and Notation Conventions Used In This Book

Each wave may be sub-divided into another wave pattern of lesser dogree.
Each wave is also a part of a larger degree wave. Generally, we will only
be looking at three degrees of mend: minor, intermediate and major. While
R. K. Elliott described many degrees of waves from the super-cycle wave
that lasted decades to sub-minuetie waves that may only last mimules,
these extreme waves are of little practical value to traders. Tt frequently
takes 2 lot of imagination and a three martini lunch to come vp with wave
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
the critical information needed to make a trading decision.

The charts on the following page show how waves may be labeled by
three degrees: major, intermediate and minor. The mtetmediate degree
waves are sub-divisions of the major degree waves while the minor degree
waves are sub-divisions of the intermediate degree waves.

A6
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Three Degrees of Wave Sub-Divisions

Major Degree Waves

Intermediate Degree Waves
Sub-divizions of major dagree waves.

Minor Degree Waves

Sub-divisions of intermediate degroc waves.

A
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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 all the notations for all degrees.

5:(1)

c:2:(1)

The entire sequence shown above s a wave one and two of major
degree (waves (1) and (2)}. A smailer degree sequence will always
complete at the end of a larger 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 deyree wave 3 of major degres wave (1).

Major degree waves usually last from scveral months to several years
and are obvious on a monthly or weekly chart. Intermediate degree waves
usually last frotn several weeks to several months and are obvious on a
longer term duily or weekly chart. Minor waves usually last from a few
days to a few weeks and are revealed on a daily chart, There is no defined
time peried for each of these degrees of waves. A grain market may have
a major degree bull and bear matket every three io five years because of
panic weather cycles while 1 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 a bit 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 i3 to keep things simple so we will be able to easily note what is the
wave structure of the market. The most important factor to keep in mind is
that you should be concerned with one degree of wave larger and one
degree of wave srnaller than the degree you intend to trade,
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Ideally, the market structure will clearly reveal three degrees. This is
not always the case, Do not fry fe force un Ellion Wave cowtt on a market
when none clearly exists! Academics and advisors do this all of the iime
and usually end up tripping over their multitude of “alternate™ counts. Tt is
Just as important to recognize and admit to what is not clearly revealed as
to recognize what is obvious. True knowledge is recognizing how litle it
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 Farniliar with
the rules and guidelines for wave siructure before applying them to actizal
price charts. This is best taught with the idealized swing charts. Latter
exaimples will use actual price charts.

Some of the illusirations in the time and price chapters will assume
you have a working knowledge of wave structure and the label notations
used m this chapter. Don't skip the rest of this chapter even if you are
already familiar with Elliott Wave analysis.
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Dynamic Ratios and Counts

The foundational principle of dynamic time and price analysis of the
financial markets is the proportional relationship of all market swings to
each other. W. D. Gann was certainly the first to demonstrate and teach
this fact as early as his first published material in the carly 1900s. Up

i until Robert Pretcher revived and popularized the work of R. N. Elliott,
fmost ratio analysis was limited to static divisions for price retracement.

k- By static, I mean the even divisions such as thirds and fourths. Pretcher’s
i revival of Elliott’s work also made the trading public aware of the so-

g - callcd Fibonacci ratios based on 1.618 which are much more relevant than
static ratios to market activity,

Tn u series of private semninars taught in the early to late eighties based
on1 the work of W. D. Gann and cven more obscure market analysts from
the [irsi half of the century, Dr. Jeraid Baumring taught sbout many of the
other dynamic ratios based on dynamic peometry processes that are also
found in the financial markets. Many of these ratios are based on square
roots ard geornetric diagonals, While these other number and ratio seties
can be an important addition to the tools of the analyst, they are more
applicabie to advanced study.

o 1 have ooly included the Fibomacei ratios and counts plus just a few
- others with this work because they are by for the most prevalent in time

: and price studies. More importantly, they are all that are necessary to
make consistently accurate analysis and projections. Cnce these msthods
become second-nature, the stadent may want to expand his or her

k) knowledge of market geometry and ratio through more advanced study.

Fihonacel Ratios and Counts

T As far as we know, R. N. Elliott was the first to apply whal huve become

: known as the Fihonacci ratios and number counts to the financial markets.
It is a dis-service to the ancient philosophers, particularly Pythagoras, 10
call themn Fibonacei ratios. The proper name for the root ratio, 1.618, is the
Golden Mean or Divine Proportion, This proportion was part of the funda-
mental teaching of the great Greek philosopher, Pythagoras, many
cetitunies before the Italian Fibonacci came on the scene.

Many books on technical analysis, particutarly those on Elliott Wave
analysis, have described how the Fib ratios and counts are derived and
Tound thoughout the natural world and have been used in all of the greatest
art and architecture thoughout history. I'm not even going to touch on the
subject here becanse the background is not directly relevant to practical
application. All that we need to know are which ratios and counts are
important and how to apply them to technical analysis. So, T will just Hist

2-10
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the ratios and counts that are relevant to our work, If the stodent wishes to
delve deeper into the greater significance and history of these ratios and
numbers, the bibliography provides plenty of sources.

i Fib Ratios Fib Number Series
% 236 3
382 5
: 50% 8
3 618 13
786 21
& 100 34
1.272% A5
1.618 &g
2,000% 144
2.613 233
4.236 377
The serics continues by The series contnues by
multiplying the previous | adding the two most recent
raba by 1.618, numbers o comes up with

the nsal number.

Ratios with an asterisk (*) are not directly a part of the Fib ratio series
but are related and important for time and price technical analysis work.

Two ratios included above that yon may not be familiar with are;
0.786 = sguare root of 6138
1.272 = square root of 1.618

The Dynamic Time and Price Analysis chapters will describe the
special situations where each of these ratios apply.

2-11
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Getting Started With Dynamic Trading

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
wayes are those waves that are 1o 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 a weckly chart, intermediate degree
waves would be the obvious swings in the market.

Daily charts reveal 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 inte the minor degree waves.

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

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 tradcrs who look at ever smaller degrees
of wave counrts to understand the position of the market.

The terms wave and swing will be used interchangeably throughout
this book,

2-12
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T-Bond: 10% or Greater Swings
The chart below is a daily clese-only chart from the July 1984 low with a
gl 10%+ swing file overlaid. In other words, each swing made a price change
d: of at least 10% before it was included. As you can sec, the 10% or greater
swings represented major trends and counter-trends in this period.

(AT BUNDS _ll=a639 D]

T-bandg with 10% or geeater prica cwings. -
11400
1me
Faor g
Faora
i FTaa
2ulr]
+ + L3 -~ '0
g R g * gy *
Fat ] 19T pr . _ fiposs
L] ] ] T -] i) B -] 2 83 Bt -] o]
Tru T-haril | 01157 [ H1187 [L11#26 | C1IT3S B i[9 |
The major degree swings in any particular market may not noccssarily
be represented by 1% or greater price swings. A preater or lesser percent-
apge change may be more suitable for other markets. The above chart and

the cne on the following page are included to illustrate how dynamic
traders view different degrecs of change in cach market,

The fellowing page shows a 3% 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 chart includes the 109 or greater swings shown on the previous chart
as well as the lesser degree 3% or greater swings. The daily bars are not
shown to aveid overcrowding the chart.

USSES% 0]

- BCHDS

12000
T-Bonde: Both 5% snd 10% or graster swing liles.
11440
100°0
O% or greatar awings o
Thint Rres.
\\ 400
10% o areatar ewings,
Thick lines. —
aora |

Dynamic Trading analysis often references the position of one degree
of market activity within the context of the larger and smaller degrecs.
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A Summary Of The Elliott Wave Principle
Impulse Waves - General Description

1, Impulse waves unfold in a partern of five waves. A five wave pattem is
always a part of a larger degree trend.

2. Waves 1,3 and 5 within a five wave patiern arc themselves impulse
waves of lesser degree and should each sub-divided into a five wave
pattern.

3, Once a five wave pattemn completes, the entire sequence should be
gortected 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  five wave sequence are waves two and four.

5. One of the itnpulsive waves will usnaliy extend or be noticeably longer
in price than the other two impulse waves. It the financial markets, the
extended wave is usually wave three. In the comnmadity markets, the
extended wave is often wave five.

5. The two nen-extended waves are frequently close to equality of price
range.

Sub~divisions of Linpulse Waves
Each impulse wave of the five-wave sequence {(waves 1, 3 and 5) should
itzelf he subdivided into a five-wave sequence,

5

3
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Elliott Wave “Rules” For An Impulse Sequence

There are just three niles that are considered inviolate according o
teday’s traditional, Elliott wave analysts. However, Elliott never listed
these as inviolate rules. When describing these situations in his earlier
works, Elliott used the terms “should™ and “rarely”, not “never”. In order
to aveid the criticism that Elliott’s pattern analysis was not completely
chijective, I suspect these rules were developed as inviolate long after
Ellicit had completed his own life-cycle fifth wave.

I will describe thess rules here, as they ave a good guide to keep the
analyst objective as to the position 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 rules with some
regulariry,

Elliott Wave “Rules”
1. Wave 2 cannot retrace past Ibe beginning of wave 1.

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

3. Wave 4 cannot overlap or trade into the territory of wave 1.

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

Impulse Wave “Rules™
Waves |, 3 and 5 are themselves impulse waves of one lasser depree.
Waves 2 amd 4 are cormective waves,

Wave 3 cannot be the
shortest impulse wave in 2
five wave sequance.

1 4

Wave 4 cannol overlap Wave 1

2

Wave 2 cannot exceed the beginning of Wave 1
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The Rules and Guidelines HMlustrated

The following illustrations assume that the pivot marked 01s a change
of trend from where a five-wave, impulse sequence shonld begin. As a
market unfolds, it will either validate that assumption or provide us with
potential alternate counts if that assurmption is invalidated.

Wave Two cannot exceed the beginning of Wave One.

If the market exceeds the beginning of wave one, the count must be recon-
sidered. Below, the initial five wave advence from 0 eannot be a wave onc
of larger degree hecanse the marker has declined below the beginning of
wave one, Possibly, the five wave advancec is a wave A of an irrepular
ARC correction. Waves A and C are often five wave structures as we

will see when we discnss corrective waves, Or, ( is not the completion of
a five wave sequence as we originally suspected.

If a market trades below what was assumed to be the beginning of
wave one, we must change our opinion of the pesition of the market and
can n¢ longer assume a new 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 scquence cannot be a wave (1) of larger degree us it has declined
below the bepinning of wave-1. It may be an A wave or even the termination of &
complax cormection,

1)?
3

312
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Wave Three cannot be the shortest of the three impulse waves 1, 3 or 5.

If what we have considered to be a wave three is less than the length of
wave one and wave [ive then 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 is to be extended and the original iabel of waves
3-5 are the sub-waves of a wave three of larger degree as shown below.

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

Incorrect Count: Wave 3 may oot
be the shertest impulse wave,

2.3

Possible Count

A
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Wave Four cannot trade within the price range of Wave One.

If we have labeled 4 1-2-3 connt and subsequently the market declines
from the end of wave 3 into the price range of wave 1, (he count must be
reconsidered. 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 are really ABC of a corrective pattern.

Wavre 4 cannof trade Into the price range of wave 1,
3 I3orC
Incorrect Count Possible Count
1 lorA
X ¥
4 3ot
2 ZorB
0 0
314
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The smaller degree patterns confirm the position of the larger degree.

As a market unfolds, it will continually confirm or invalidate the sus-
pected count. The assumption below 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 wuve decline
should not be 3 completed correciion as comections are usually three wave
structures. The five wave decline could be a wave A of an ABC corrcction
or the high labeled wave one may have actually completed a larger degree
comrection and the decline is a continuation of the main bear trend.

The position of the market preceding what is illusirated helow will
help to determine the alternate pattern positions, For now, all we want to
be able to do is recognize the immediate position of the market.

trynamic Trading - Chapter 3

Wave 57 should not be a completed correctlve Wave (2).
Comective waves should not be five-wave sequences.
This is possibly a wave A, the first wave of 1 comective saries,

(I

37 should rot be a A?
completed cormection. .

It is probatly the
2 complelion of Wave-A.

Trading is applying the knowledge of the greater probabilities of
market position derived from the analytical procedures. In the above
case, thete is one important piece of information: more than likely, what
was labeled as Wave (2} is mor 2 Wave (2). Knowing what a market
DProbably is not can be as valuable as knowing what it probably is.
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Fifth-Wave-Fallures

The expectation {ur 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 pricr impulsive wave. In other words, in a bull trend the wave three
high will be higher than the wave one high and the wave five high will be
bigher than the wave three high. Occasionally, this will not oceur in the
fifth wave, and the fifth wave will terminate short of the extreme of the
third wave. This is called a fifth-wave-failure.

The fifth wave is an impulse wave and shonld be sub-divided into five
waves of lesser degree. Rather than try te guess if a fifth-wave-failure will
unfold, it is better to monitor the internal strucmre and price objective of
the fifth wave itsel( 12 determine if it is probable to fait.

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

3

Harly signzl of a potential
fifth-wave-Tzilure is if W_3
subdivides into five waves

1 prior to reaching the cxtreme
of W3

An early warning that 3 fifth-wave-failure may unfold is the nature
of the wave four. An unusuaily deep wave four which retraces more than
30% of the price range of waves 1-3 or approaches the extreme of wave
one will often result in a (ifth-wave-failure.

Important trading implication of a fifth-wave-failure
A fifth-wave-failure has very bearish implications regarding the subse-
quent cottection. The correction will probably be relatively deeper than
is typically anticipated following a campleted wave five,

3-16
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Fifth-Wave-Diagonal-Triangles

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

A diagonal triangle may occur as the fifth wave of a five wave
sequence. The impulsive waves 1, 3 and 5 of the larger degree wave
five may divide into “threes” instead of “fives™ which of course can
cause confusion regarding the count and position of the market if this
should occr,

Wave 4:5 may trade into the range of W.1:5. This is the only exception
to the non-overtap rule of waves four and one accepted by traditional
Elliott wave analysts.

Fifth-wave-diagonal-triangles are infrequent and ygy ally only gocur at

market peaks, not market bottoms.

Fifth-Wave-Diagonal-Triangle

Wives 1, 3 and 5 of the larger degree wave 5 are each three-wave
sequences, not the typical impulsive five-wave sequences.

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

Since fifth-wave-diagonal-triangles violate the Elliott wave “rules” for
an impulsive wave structure, they will usually not be evident until they are
either near completion or after they have completed and the counter-trend
15 underwsy.,

An extended complex correction often has about the same form and
structure as 2 fifth-wave-diagenal-triangle. While you may consider the
possibility that a market isin a fifth-wave-diagonal-triangle, afways view
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the position of the market as if it is in & complex correction and will even-
ally resuene the trend uniil proven otherwise. It can be very hazardous
to your trading and investing profits to try to identify 4 fifth-wave-
diagonal 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 1993-1994 period found out,

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

If fifth-wave-diagonal-triangles are go difficult to identify as they are
forming and are usually only evident afier they have completed, why is it
impertant to be aware of this market atructure? The ramifications of a fifth
wave diagonal triangle is that the marker should have an wnusually strorg
correction following the completion of the diagonal fifth wave.

If & market signals that the structare is probahly not a complex correc-
tion but a completed diagonal fifth wawve, the trader or investor will be
prepared for a deep and prelonged correction against the prior trend. A
sure sigm that the market structure has completed a fifth-wave-diagonal is
if the market exceeds what could be labeled as the wave twa of five
extreme, At this point, the trader should have no more illusions that the
market is in a prolonged complex-correction but should recognize that a
larger degree impuise trend has completed.

3-18
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Implications Of The Rules and Guidelines
For A Five Wave Impulse Sequence

It must be kept in mind that the most important objective of Elliott-wave,
pattern analysis i3 to understand the position of the market relative to the
trend.

1. If we helieve that the last swing high or low began an impulsive, five-
wave trend sequence, the market cannot trade below (above) what we
believe is the beginning of wave one. If this should accur, the wave
count is incorrect, as a wave two may not exceed the heginning of
WAYE One.

Trading Impljcation
A protective stop loss should never be placed more than one tick
beyond what we consider the beginnin g of wavc one,

. If we believe that a market is in the initial stages of a five wave
sequence and has completed waves one and two and has begun wave
three, we can anticipate that wave three will be longer in Price runge
than wave one, Of the three impulse waves in a five wave sequence
(waves |, 3 and 3), wave three is most often the “extended” wave. This
is particularly true of the stock and financial markets. In eommodity
markets, wave five is as likely to be extended due to panic, weather
condition blow-offs. Wave one is rarely the extended wave.

The fact that wave three is useally the extended wave allows us to
make a minimum price objective for a wave three within a five wave
sequence. Wave three will usually be greater in price than wave one.
A 100% Aiternate Price Projection ( APP) will be the minitunm
expectation of wave three. Once a market exceeds the 100% APP, we
have a strong indication that a five wave sequence is underway. This
15 also called a trend confirmation.

Trading Implication

We should not be too quick to bring a protective 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 suspeeted wave three exceeds the price range of wave one.

3. If we believe that a market has completed wave three of a five wave
seguence, yet wave three is less in price than wave one, wave five
must be less in 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 a five wave seguence. 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 rnay consider 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.

[rading Timplication

The protective atop loss of wave five should be moved very close to
the market if the price approaches the maximum objective for this
wave structure,

4. 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 and four as a
wave jour may not trade into the price vange of wave one. The wave
count must be re-considered.

Trading Jmplication

The maximum protective stop loss on a trend trade is the wave one
extreme, However, in most cases Lhe stop loss would be closerto the -
market. In the case of a bull market, the maximum protective stop loss
is ane tick below the wave onc high once the wave three high is identi-
fied and the wave four decline is underway.

3. The smailer degree pattern will confirm the position of the larger
degree. Waves 1, 3 and 5 should cach be constructed of five wave
patterns of lesser degree. I the market violates any of the rules of
impulse pattern within the lesser degree, it indicates that the larger
degree is not a five-wave impuise sequence as anticipated. Smaller
degree patterns are not always evident on & daily chart.

[rading Implication

If the smaller degree patterns are evident, they are used to advantage
by enabling the wader or investor to enter positions with claser initial
protective stop losses, adjusting protective stop losses closer to the
market and providing narrower titne 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 1o
determine at what price and time a market should reverse trend. When
comparing one wave to another, a simple notation system is used to
quickly recognize what is being compared. Below are some gxamples.

Five-wave impulse advance followed by an ARC correction.

5

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

Wave Ranges

Price ranges are measured by the vertical axis. Time ranges are [measured
by the hotizontal axis.

A wave is indicated by a W,
W.1 above is the distance from 010 1.

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

Wave 5 is often related to both wave 1 and waves 1-3 by cither 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
WAVE 3,

Examples Of Price Wave Comparison Notation

642.00: W.5 =61 8% W.1. At 642.00, the price range of wave 5 aquals
&1.8% 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, 1-3. At 644,10, the price range of wave 5 equals
61.8% of the price range of waves 1 throongh 3.

622 10k W2 = 50% Ret. W.1. At622.10, wave 2 is a 50% retracement of
the price range of wave 1.

§33.50: W.3 = 100% Exp. W. 1. At 633.50, the extreme of wave Jisata
100% expansion of the price range of wave 1.

Price retracemenis, alternaie projections and expansions are described
in detail in the Dynamic Price Analysis chapter. These same wave corn-
parison notaticns are used for time projections and are described in the
Irynamic Time Analysis chapter.

Each wave and its sub-divisions 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, we just want to be aware of the wave characteristics that are
reasonably consistent.
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Impulsive Waves 1, 3and §
Their Main Characteristics and Price Ratio Projections

As a market progresses, completing more and mote waves, there are addi-
tional waves to make comparisons with and projections from. The earliest
stages of a trend provide the least information to make price projections.
The later stages provide the most information. The ultimate objective of
making price projections for a five wave sequence 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 time and price than the prior corrective
waves two or four within the sequence.

The following discussion of wave characteristics and price objectives
of the various impulse waves within a five wave sequence assumes that we
have identified a change in trend that we believe is the beginning of a five
wave sequence. As a marker progresses, how the market acts, reacts, mests
o1 exceeds the various projections will help to confirmn or invalidate if an
impulse sequence is actuatly underway.

The price projections described on the following pages are the internal
relationships of the waves within the five wave sequence. We must always
keep in mind that any wave sequence is a part of a larger degree SEQUeHCE.
The internal price projections of the larger degree waves will be the
external price prajections of the smaller degrec waves. This will 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 anticipare support or resistance are those that are a
cluster of several projections as described in the Dynamic Price Analysis
chapter. These price prajections will frequently provide us with very
reliable minimurmn and maximum expectations for the price objective of
the current wave structure.

Another very ituportant factor is that the most reliable price projec-
tions will be made from more than one degrec. For instance, when the
internal, minor waves of a [ifth intermediate degree wave project the same
price zone as the intermediate degree waves preceding the fifth wave, we
have a very reliable price objective. The highest probability price
projections include projections from one larger and one smaller degree .
The smaller degree waves confirm the projections of the next larger
degree waves.
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Impulse Wave One

Wave one should sub-divide into a five wave sequence.

>

B. Wave one is usually greater in price and time than the recent corrective
swings of similar degree.

Wave one is the initial swing against the prior trend. Wave one is
rarely the longest impulse wave of the five wave sequence. Wave one will
frequently be similar in price and time to the prior corrective wave or
waves, a3 the conviction of the majotity of traders has not changed. They
continue 1o believe the prior trend is stil! in foree and that the wave one is
another correction within the established trend. The most imporzant indi-
cation that a wave one may be forming is if the prior trend appears to have
commpleted a larger degree corrective structure and the suspected wave one
sub-divides in a five wave sequence of lesser degree, Corrective waves are
usually three-wave structures such as an ABC, so if the current wave is a
five wave sequence it should not be a corective wave but a new impulse
wave.

The chart on the following page shows that the rafly from 0 appears to
have unfolded in a five wave structure which signals it may be a wave one
of larger degrea.

An everbalance of price andfor time is an initial signal thar a market
has made 2 reversal of greater degree than priot counter-trends. An
overbalance of price and time is when a market makes a counter-trend
swing that is greater in price and time range than prior counter-trend
swings. If a market makes a five-wave sequence that overbalances in price
and time prior corrections, it is & strong indication that the trend change is
larger in degree than prior counter-trends and the marke! may be in the
initiz] stages of a new impulsive sequence.

Because wave one is the initial swing in a new impulsive sequence,
there are few swings to compare to in order to make price projections.
Ideally, the lesser degree five wave sequence within the larger degree

wave one will be evident, which will allow price projections from these
MinCr swings,

324
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Wave One

Wave One Summary

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

B. Wave one is usuaily greater in time and price than prior corrective
waves of similar degree. The priot comective wave above s the ARC
sequence. The waves 1-5 sequence is greater in price and time than the

ABC sequence and is therefore probably the sub-divisions of a wave
phe.
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Impulse Wave Three

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

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

Wave 3 verses Wave 1.

Since wave one is rarely the longest of the threa itnpulse waves (1.3,3)
and wave three is usually the extended impulsc wave, we can anticipate
that the mirimum 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, a signal has been made that the current wave is probably wave
three of a five wave sequence. If this is the case, the next minimum price
objective will be where W.3 = 162% W.1. The majority of the time, wave
three will be between 162% and 262% of wave one. In fact, wave three
will often teeminate on or very near these projections: W.3 = 162% W.1
or W.3 =262% W.{.

Wave 3 verses Wave 2.

Wave three is freguently 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 verses the expansion of Wave 1.

The price terminus of wave three is frequently related to the expansion of
the price range of wave one. Wave one i3 also called 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.

Wave three is nsually the longest and strongest wave.

Wave three usually travels at a greater rate of change than waves one or
five. In other words, the slope of wave three is usually more steep than
wave one. The rate of change of wave three usually increases once the
extreme of wave one is exceeded. This is the point where the larger
numbers of traders or investors become convinced that the trend has
actually changed and begin to enter a bull marker en mass or exit & bear
market in a panic liquidation, This is usually also the third of the third
wave and usually has the widest range days and often gap moves.
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Becanse wave three of three is frequently a powerful move, traders
ideally want to be positioned before wave three is underway. Because all
of the Dynamic Trading analysis technignes of rime and price are leading
indicators that are calculated in advance, this is not just a pipe dream but
will frequently be a reality.

Wave Thiree

Wave Three Sommary

A. Wave three should sub-divide into a five wave sequence of lesser
dagree

B. Wave three should travel at a greater rate-of-change than either
impulse waves one or five.

C. The rate-of-change of wave three will oftan increase when wave one is
exceeded,

D. Wave three of three is ofien a very powerful move with wide-range
and gap days.

E. The price range of wave three will usually be 162% or greater of the
price range of wave onc.

Key Trading Strategies Fer Wave Threa

If waves one and two of wave three are identified, a low risk/high profit
potential trade is to buy on the breakout from the extreme of wave one of
three. This is also a strategy often used to add positions if a position was
taken on the wave two comection, If the sub-divisions of wave three are
not clearly identified, snter on the breakout of the wave ane extreme.
Ideally, the initial trades will be entered on the wave two correction as
described in the correction section.
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Impulse Wave Five

Wave 5 verses Wave |,

The two non-extended impulse waves of a five wave sequence are usually
near equality in price range. If wave three is 162% oz greater than wave
one, go under the assumption that wave three is the extended wave.

1f we assume that wave three is extended, wave five will 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 will probably complete near either the 2% or | 62% 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,

Wave § verses Wave 3.

The relationship of wave five to wave three is not as consistent as it is to
cither wave one or waves one-three, If wave threc appears 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 ane or three), it will tend (0 be near 100% or 162% of waves
one-thres, '

Wave 5 verses Waves 1.3,

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

Wave 5 verses Wave d,

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

Waves 3-5 vorses Wave 2,

The net range of waves three through five is usnally related to wave two
by a 162%, 262% or 424% retracement of wave two. The end of wave five
rarely exceeds a 424% retracement of wave two.

Wave 5 verses the expansion of Wave L

The price termination target of wave five 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%, 2009, 262%, 300% and 424%

3-28

apcBourselrr S @obCBourselirt) s sele2)e



http://abcbourse.ir/

Dynamic Trading - Chapter 3

Wave 5 Rate-of-Change.

Wave five usually has a lesser rate of change than wave three even it new
highs are being made. In other words, the slope of wave five is usnally less
than the slope of wave three.

The psychology of the public, trading and investing advisors and
the media is usnally at an extreme in the fifth wave. In a bull market, the
trend must end when there is no more money to invest in the market.
The volume in wave five is frequently less than the volume in wave three,
even if wave five is making a new price extreme. There are na buyers of
consequence lefi to bid up prices. Just when the market position looks the
mast bullish to the majerity, the market peaks. This does not itnply that a
market will peak as soon as the bullish psychology is overwhelming, only
that a market peak will not occur without the bullish psychology being
averwhelting.

Wave 5 should sub-divide into five waves of lesser degres,

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 at 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 coincidental price target will complete
wave 3.

Key Trading Strategies For Wave Five

Enter against the trend direction at or near the completion of wave five.

One of the lowest risk/highest profit potential trades that pattern
analysis can alert us 1o is identifying the end of wave five. Wave five
completes a trend structure and should be followed by a move against
the five wave trend direction that should be greater in price and time than
any counter-trend swing since the beginning of the five wave stucture.

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

While there is basically just one partern for impulse waves, a five wave
structure, Elliott described eight different potential patterns with variations
for corrective waves. Identification and labeling of corrective waves is
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 spirnit
and necessity of keeping market anaiysis 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 simplest three wave, corrective pattern
is called an ABC correction. Even within this simple pattern there are four
variations: zigzag, flat, irregnlar and running. I am only going to describe
in detail the ABC corrective paiterns and ignore all of the various
camplex, corrective pattens for two important reasons:

1. Once a market has demonstrated that the corrective pattern will not be
an ABC correction, it is almost impossible to predict what form the
correction wiil take. All labeling of the correciion beyond a simple
ABC pattern is little more than guess work. The form of the complex
carrection usually only becomes evident after the correction has
completed.

2. There 18 no practical trading value in knowing all of the complex
corrective variations. The purpose of this training is not to become
academnic experis of market analysis but recognize and apply analysis
and trading strategies that have practical value for making trading
decisions. We'll let the academics and non-trading analysts argue over
the proper interpretation of market structure while we'll concentrate on
what helps us to make trading and investing profits.

3-30
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Corrective Waves
General Characteristics \

Cormrective waves within a five wave stricture are waves two and four.

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

Corrective patterns unfold in at least a three wave, ABC structuse,

Three wave, ABC comrections may take the 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 always be five waves,

Three wave, ABC corrections may take several shapes 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
also be labeled a DK wave (Don't Know). X waves are frequently
used by Elliott wave analysts to make a count fit as a comective series

“when there really is no logical pattern other than the knowlcdge that

the market is not undergeing = five wave, impulse sequence.

Corrections tend 1o terminate near the range of the fourth wave of one
leaser degree.

. Once a correction terminates, a new five wave sequence should follow.

A
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Simple ABC Zigzag Corrvection (5-3-5) .

Simple ABC Zigzag Correction

A,

B.

m o

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

Wave A may be [1ve or three waves, Il wave A is ive waves, the ABC
cotraction is called a 5-3-5. If wave A is thres waves, the ABC correc-
tion is called a 3-3-5.

Wave B is a correction of the larger degree comection. Wave B should
be a thres wave strocture.

Wave C exceeds the extreme of wave A,
Wave C should be sub-divided into five waves.

A
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ABC (3-3-5) Flat Correction

ABC Flat Correction

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

. Wave A may be a three or g five.
. Wave B tests the extreme of wave five, Wave B is a three wave.
. Wave C tests the extreme of wave A, Wave Cis a five wave,
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ABC (3-3-3) Imregular Correction \
5 A
L——"/
A C
ABC Irregular Correction

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

B, Wave A may be a three or five wave.
Wave B exceeds the extreme of wave five. Wave B is a three wave.

2

D. Wave C exceedy the extreme of wave A, Wave C is a tive wave.

3-34
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ABC Running Correction

a

ABC Running Correction

An ABC “runuing correction” appears to be the continuation of the trend
rather than a cerrection to a five wave sequence. For practical purposes, it
is eonsidered & correction because it is (he interim pattern hetween the
completion of a five wave sequence and the beginning of the next five
wave sequence. A running correction implies a sfrong continuation of the
trend following the end of the correction. Running cotrections are made
infrequently.

A. A runnitg correction begins following the completion of a five wave
impulse pattem.

B. Wuve A may be a three or a five wave and is relatively shallow.
€. Wave B exceeds 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 (3-3-5) zigzag corrective pattern will have the same structure as
Waves 1-3 of a five wave impulse pattern. [f the position of the marker at
the beginning of the structure is not clearly evident, only the pattern of the
market as it unfolds will reveal whether a correction or impulse pattern is
underway.

The wave pattern shown below could be the initial stages of a five
wave impulse sequence or an ABC corrective sequences. Which pattern is
more likely to be the case will depend a great deal on the wave structure
goning into the beginning of this pattern.

Correction or Impulse?
T's oo early 1o tell for sure without knowing the larger market position at 7.

The one thing we know regarding the above illustration within the
context of Elliott wave rules is that a five wave sequence should develop
from the low that is labeled 2 or B. That five wave sequence may be a
wave three or a wave C. The position of the market at ? will help deter-
mine whether the current activity is a cotrection or impulse, Even if the
position of ? is not clear, & five wave sequence showuld unfold from 2 or B.

If the five wave sequence from 2 or B extends beyond a 100%
Alernate Price Projection (W.C »100% W.A), more than likely it is the
beginning of a five wave sequence. If the five wave sequence from 2 or B
completes at less than a 100% Alternate Price Projection {W.C < 100%
W.A), mote than likely the patiern starting at ? is an ABC correction and
not waves one-three of a five wave sequence.

3-36
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If a five wave sequence completes following 2 or B and the market
then declines below the top of 1 or A, it canmot be waves one-three, as a
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,

It may be an ABC or 1-2-1:3.

/'\

The wave count shown above assumes the market made a wave three
high. Price then declined below the top 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 scquence as labeled above, the sequence must
be reconsidered as either an ABC or 1-2-1:3.

As a market unfolds, it will continually provide conditions that
confirm or invalidare the assumed wave count position.
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Corrective Patterns
Waves 2 and 4, General Guidelines

Five wave impulse structures are usually more symmeincal in {orm and
predictable in price objectives than corrective patterns. The analyst must
keep clearly in mind that one ol the most important purposes of Elliott
wave, pattern analysis is to determine if the market is in a trend or
counier-trend position and what is the refative degree of that trend or
counter-trend.

1. Onee we believe a five wave sequence has completed, we ¢an antici-
pate that at least an ABC correction will follow. In mos! cases, the C
wave will test or exceed the axtreme of the A wave.

2. The correction te a five 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 either a five 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 complation
of the A wave of alarger degree ABC. If the initia]l ABC sequence is
less in price or time range than both of the waves 2 and 4 of lesser
degree, it is most likely a three-wave, wave A of the correction.

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

3. Principle of Alternation: If wave two is an ABC correction, wave four
will ptobably 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 usually an
ABC correction.

338
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A five wave sequence is always part of the larger degree trend,
A three wave sequence is always part of a counter-rend.

A correction always follows a five wave sequence. The correction will
be a three wave, ABC pattern at a mimimum, Completed comections are
usually not a five wave sequence. A five wave sequence may be only one
wave of the larger degree cosrective trend,

In the iliustration below, once we recognize that the market has
declined in an initial five wave sequence, we know that the correction
should not be over. We know there will probably be a three pant B-wave
advance, followed by another decline to test or exceed the A-wave low.

The five-wave decline should not be a compleied correction.
Completed eorrectons should not be five-wave souciures.
B may be an A wave,

A five wave sequence should not be a completed correction. The five
wave decline shown above is probebly wave A of & 5-3-5 (ABC)
comectior,

Trading Implication

The A wave is only the initial section of the decline. Following the
correction 10 wave A which will be labeled as wave B, the markat
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
corrections of lesser degree.

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

If it appears an ABC corection has developed but it is less in price and
time than the waves two and four of the five wave sequence, more than
likely it is not a complete ABC comection, but probably waves 1-2-3 of
wave A or a completed three—-wave, wave-A. Whickever the case may be,
the most important information is that it is probubly not the completion o
the correction io the previous five wave seguence.

The Wave-¢ low is probably not the completion of an
ABC correction to the five wave advance,
It is too short i time and price.

The ABC cocrection shown above is probably not the completion of
the cerrection to the five wave advance. If what appears te be an ABC
correction is less than the price and time of waves two or four, it is
probably not the completion of a correction.

Trading Implication

Don’t consider enteting against a three wave comection unless it has
overbalanced in price and time the prior waves two and four.
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Five wave sequences are always In the direction of the larger degree
trend. .

It a five wave sequence unfolds against the direction of the counter-trend,
it is an initial indication that the counter-trend has terminated,

In the chart below, the minor five wave advance from ¢ signals the
correction shovld be complete and the larger degree bull trend should
continue. If the rally from ¢ was an ongoing part of a complex comrection,
it should only be a three-wave structure,

Flve-wave structures are always in the direction of the larger degree
trend.

Trading Implicatdon

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 market should continue higher without exceeding the
Wave-c low. Prepare to enter on the correction to the initia?, minor five
wave sequence from .

A
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Principle of Alternation

Wave four usnally alternaes corrective patiems with wave two, If

wave two is an ABC correction, wave four will probably be a complex
correction. If wave two is a complex correction, wave four will probably
be an ABC correction. Wave two is usually an ABC correction,

Wave 4 is probably not complete at ¢:4.
Since Wave 2 was a simple ABC, Wave 4 will usually be 2 “complex”
correction, not & simple ABC.

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

Trading Implication

You usnaily do not want to enter at the end of wave C of wave four if
wave two was an ABC comection 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.

342
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Corrective Waves 2 and 4
Main Characteristics and Price Ratio Projections

In projecting price targets for a correction, we must go under the
assumption that the market has completed 2 five wave impulse pattern
of one degree or ancther. Corrections are always against the trend of the
previous five wave structure,

We always go under the assumption that the correction will be a
minimum of an ABC. An ABC correction will not necessarily be a simple,
ABC zigzag, but may be an ABC irregular or flat. The B wave might
exceed the beginnting 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 shanld result in a strong impulse wave once the correction is
complete, Replace weak for strong for 2 bear market.
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Corrective Wave Two

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

1. Wave twos tend to be “simple” ABC corrections, usually 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. Wave two will usualty retrace over 30% of wave one. Therefore, we
would rarely look for a completed wave two paticrn or to enter a
market until the suspected wave two has retraced at least 50% of the
suspected wave one.

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

5. If wave two retraces less than 50% of wave one, wave three will
usually be the extended, impulse wave of the five wave pattern. This
is even more likely to be the case if wave two is a {lat or irregalar
pattern.

Wave 2 is usoally 8 simple ARC zigzag and usually terminates between
the 50% and 78.6% retracement of Wave 1. A Wave 2 may not exceed
the beginning of Wave 1,

A \// s
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Key Trading Sirategies For Wave Two

The ideal objective s to 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 a Wave-2 usually; retraces at least 50% of Wave-1, don’t
consider enteting prior to the suspected Wave-2 reaching the 50%
retracement. Since a Wave-2 usually does not exceed a 78.6%
retracement, don’t considering entering if the market has exceeded a
78.6% retracement, If the market has either failed to reach & 50%
retracement or has exceeded the 78.6% retracemnent (but not the beginning
of Wave-1), wait to enter the market affer the break-away from the Wave-
1 extremc.

If waves A and B are identified, all efforts should be made t0 identify
the completion of wave C. Ideally, the sub-waves of C will be sble to be
identified to projeet the end of wave five of C. Entering at or near the
completion of wave two places the trader in the position to take advantage
of the next trend-wave whether it turns out to be a wave-three or 4 wave-
C.

Wave-2 failed to reach the 50% retracement,
Enter on the break-away from the Wave-1 extreme.

/
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Corrective Wave Four

Wave four is often called the “profit taking™ correction. During wave four,
many of the traders and investors who have been long through all or mest
of the waves one through three will take profits. Wave four is often a
prolonged correction, usually longer in time than the wave twe.

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

2, Principle of Alternation: If wave two was a simple correction (ABC)
then wave four will usually be a complex correction. This is a
tendency, not a rule. Wave four is frequently a relatively flat,
“compiex” correction.

3, If the wave four correction is one of the many “complex”, flat
corrections (otherwise known as consolidation or trading range),
it usually does not retrace more than 38 2% of waves 1-3.

4. Wave four usoally retraces at lzast 23.6% of wave three but usually
does not refrace more than 50% of wave theee, This provides us with
typical minimum and maximum targets for wave four,

5. The wave four retracement of wave three will almost always be a
smaller percentage than the wave two retracement of wave one,

6. Wave four is often near equality in price to wave two (W.4 = 100%

W.2}. If not, wave four will usualiy be at or near 62% or 162% of
wave two,

A
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Wave 4 usually retraces 21.6%-50% of Wave 3 but should not trade intoe
the range of Wave 1.
Wave 1 is usually a simple ABC. Wave 4 it usually 5 complex correction.

3

Maximum Retracement of W
Top of Wave |

If the suspected wave four trades into the range of wave one, the wave
tount must be: recongidered. Keep in mind that the wave count represents
the position of the market and the most likely trend direction. If the wave
count must be reconsidered, the position of the market is in question. I
the wave four has traded into the price range of wave one, what may have
been considered a new bull trend and the beginring of a five wave
advance may now be considered a correction to be followed by a continna-
tion of a bear trend.

This is one of the many ways that Efliotl wave pattern analysis
provides a “pattern” stop loss to the market position.

I wave two was an ABC correction, the odds are thar wave four
will be a complex correction. Knowing this, traders and 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 pasition for the wave five
trend sequence.

Because wave four is frequently a complex correction which is very
difficult to project in advance the ultimate outcome, the wave four pattern
18 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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Waves A, Band C

Wave A

1, Wave A is usually a five wave structure, but may be a three wave
strocture. Wave A 1s an impulsive wave as it is in the direction of
the larger degree trend. In this case, the larger degree trend is the
corrective trend direction.

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

Wave B

1. B waves arc counter-trend wiaves to the larger degree trend which is
also a counter-trend. In other words, a B wave is 3 correction to the
correction. B waves are frequently three wave, ABCS, but may be any
of the nurnerous “complex” corrections.

2. Wave B verses Wave A: B waves usually terminate in the 50% - 78.6%
retracement zons of the A wave. However, a B wave will retrace over
L00% of the A wave in an irregular ABC correction.

Wave C

C waves should afways be five wave structures. C waves may ot 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 Wave A. The price range of Wave C wil) usually be
either 62%, 100% or 162% of the wave A price range. If the correction
is a simple ABC, zigzag, wave C is usnally 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 a five wave structure: Use the price projection
targets described for five wave impulsc pattemns to project the termi-
nation of the fifth wave within the C wave.
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Beyond ABC Corrections

If a market continucs beyond an ABC comeciion, the counter-trend is no
longer as predictable in pattern. It is at this point that the Dynamic Time
and Price prejections become imporiuant, as the time of the termination of
the correctiom will usually be within one of the Dynamic Time Projections
and at one of the Dynamic Price Projections.

Five Wave Corrections

Wait a minute! We've just spent a considerzble amount of time and space
describing corrections as three wave structures and impulse trends as five
wave structures. What's this about five wave corrections?

A market may unfold int any possible pattern. The impulse and ABC
corrective patterns that have just been described are the most frequent
trend and counter-trend patterns that are usually identifiable it the initial
stages of the sequence. More importantly, the termination of the entire
sequence is very predictable once the sequence is identified within the
parameters of the rules and guidelines. Recall thal these patterns wiil be
easily identifiable only about 50% of the time. Other times, trends and
counter-trends may unfold in any of a multitude of patemns.

Any five wave sequence that does not follow the rules and guidelines
af an impulse sequence is probably a correction or part of a correction
with the exception of a fifth-wave-diagonal. One example of a comective,
five-wave sequence is an ABCDE correction which usually iooks like a
contracting triangle correction. There are others.

Once the comrective wave structure has demonstrated il is poing to
extend beyond one of the ABC structures, do not take any labeling
scheme too seriously, Always keep in mind that your objective is to
extract the information from the market that will lead to high probability
trading and investing decisions. Never feel you must always be able to
label a market “correctly.”

I bave purposely not provided any illustrations of the many so-called
Elhott-wave, complex-corrections. By illustrating them, it would imply
that they arc legitimate, predictable patiemns that provide reliable analytical
information to the analyst. They do not. There is no lack of other Elliott
wave source matenial that will describe the myriad examples of complex
corections in an attempt to convince the analyst that all markets way be
labeled with an Elliott wave pattern, all of the time. Tt is tirme 1o dispel this
mis-leading and expensive myth and only concern ourselves with high
probability, relevant information that helps to formulate reliable trading
and investing decisions.

apcBourselrr S @obCBourselirt) s sele2)e



http://abcbourse.ir/

Pattern and Practical Efliott Wave Analysis

Paralle?! Channels

Paraile]l channels were suggested by Elliott to help identify whare wave
four and five would complete. They have proven over the course of years
and many markeis to be very valuable. Consider them as important
confirmations to the time, price and pattern position.

Projecting Wave 4

Draw a rendline from the top of W.1 to the top of W.3.

Diraw a parallel trendline from W2,

W.4 will often terminate at or very near the paralle? channel line from W.2.

Projecting Wave 5

Draw a tend line from the bottem of W.2 to the bottom of W_4.

Draw a parallel chaonel line from the top of W.3.

W5 will often tetminate at or very near the paralle! charmel line drawn
from W 3.

.
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And Now For Another Opinion

While Elliott wave analysis is relatively objective with specific rules and
guidelines, pattern analysis does require the thought, knowladge and judg-
mett of the trader. Much more so than time and price analysis, Any
analyst who has smdied wave patterns on charts for a length of time
knows that it ain’t over till it®s over, I don’t care how ideal the pattern
looks. Wave five can extend just when you thoughr it was all over. That
ideal ABC correction can all of a sudden go haywire and twist and tum for
days, weeks, even monihs.

When we begin 1o expect a market to continually vnfold in an ideal
Elliott wave pattern is when we have lost track of the practical value of
Elliott wave analysis, The purpose of Elliott wave analysis is not to
identify and label every twist and furn in any particular market, all of the
titne.

Elliott Wave Analysis Objective

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

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

This chapter has described the market patterns that are the most
consistently reliable in identifying the position of the market and the most
probable outcome from the ¢urrent position, I have also described what are
the most consistently relizble price relations between the various waves
that allow us to 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 Ellioti wave patterns as has been described here? About
30% of the time!

The major failure of analysts wha primarily rely on Elliott wave to
make trading recommendations or ferecasts is their attempt to put alf
market activity, in all markets, afl of the time within the context of Ellioft’s
wave paiterns. When this is attempted, the wave counts frequently become
an outrageous exexcise in hallucincgenic imagination with X waves all
over the place, waves related to each other that are no way in any
symmetrical relationship within the paitern and, generally, forced wave
counts that don’t relate to the concepts of Ellioti’s Wave Principle by any
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stretch of the imagination, Successful traders are rarely guilty of these
imaginary, forced counts, as they do not lead to profitabie trading
decisions. They only feed the ego of the analyst. Traders and investors
must deal with the reality of market activity, not dreams and illusions.

The trader wha wishes to incorporate Elfiolf wave paitern anatysis
inio his or her trading plan must recognize and admit 10 him or herself
when the market pattern does not fit inio one of the relarively simple
impiise or corrective paiterns. When this is the case and the time and
price analysis does not provide sufficient information to make a trading
decision, that market must be ignored as a tradable market until the
position does become clear!

Don’t Become An Elliott Wave Obsessive

Recall that at the beginning of this chapter, I stated that one of the most
important objectives of Elliott Wave analysis is to distinguish if the
market was in a tread or counter-trend position. 1 also stated above that a
clearly identifiable Elliott Wave pattern is usually only evident about 50%
of the time in most markets. When u market is not unfolding in one of the
specific impulse or counter-trend patterns described in this chapter, the
rules, guidelines and general charactleristics of impulse and counter-trend
patterns will often strongly suggest whether the markst is in an impulse or
counter-trend position. That is a valuable piece of information itself,

Do not becomne obsessive with having to make a specific wave count if
one is not obvicus. The road to trading and investing nuin is livtered with
Elliott-Wave-Obsessives who would leave no chart unlabeled, The harder
you have to work to apply a wave count the less likely it is to be a valid
count and the more likely you will believe it to be a true when in fact it is
only an illusion of your label-obsessive mind.

In recent years, software programs have been developed with
extensive and complex algosithms (mathematical rules) that supposedly
pravide Elliett wave labels automaticaily on any data chart, If a software
program provides an Elliott wave count on each and every data file, the
program {(and its prograrmer) assurnas there is a valid and practical Elliott
wave count on every data series, at any time. The program is forced to
provide a wave count, even when none logically exists, A forced wave
count is not only misleading, but will prove very costly to the rrader who
foolishly takes action on this irrelevant information.

Beware of forced wave counts, whether they are made by you, an
Elliott wave analyst or a sofiware program,
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And Now For the Real Elliott Wave Story

The beauty and significance of R. N. Elliott’s work is that he recognized
that markets are composed of groups of people that respond as crowd be-
havior in the same way that other social gronps respond to a cycle of
events. There 15 a procesy that evolves in almost every cycle of crowd
behavior that runs its course. This process resilis in a fairly predictable
patiern of behavior of cycles of optimism and pessirnism. This process
and paitern of behavior is represented on price charts of financial markets,
as the price charts are simply reflections of the state of the psychology of
the group participating in the market.

Throtyghout the course of R, IN. Elliott’s work developing his Wave
Principle, it is ebvious he continually looked to refine and expand upen
the guidelines of his wave principle as applied to the markets. [n Elliott"s
earlier work, there were no X waves, there were no “rules” and there was
no mention of Fibonaccl numbers or ratios!

Elliott developed his theory over less than a ten year period from the
iate 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 I find the most valuable. Here is
found the spirit of the fundamental truths of what Elliott discevered about
pattern and process in the cyclic development of the financial markets, un-
encumbered with the need 10 explain every little twist and turn on the
financial charts. There were no X waves, no compleX commections, fus!
fives and threes. Occasionally, a fourth wave traded into the territory of
wave one. Occasionally, a third wave was the shortest impulse wave.

The form was more impartan! than any ndes. The process would not
be denied.

From 1938 - 1946 Elliott published his educational and forecast letiers
(R N, Ellion's Market Letters, edited by Robernt R. Prechter, JIt.). In these
letters it became evident that Elliott felt he must show his theory to be
right under all conditions, at all times. In these letters we find that he
made his theory fit whatever market activity unfolded. There are scme
predty wild connts in these letiers. Here we are introduced to the dreaded
X wave (actually a # wave) which mysterionsly shows vp whenever a
market correction does not comply with a three (ABC) or five (ABCDE).
No correction will be denied its count!

It is also during this time that Elliott begins to expound on the
Fibonacci number series. Elliott’s knowledge of Fibenacci number and
ratio is elernentary at best. While he demonstrated some of the Fib counts
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and ratios relating tc some markst 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 considered a brief study of number, ratio
and geometry, Elliott was amazed and thrilled that he had discovered the
“secreis of the universe” and the great “laws of nature”, all convenienty
available an the shelves of his local bookstore, courtesy of Tay Hambridge,
Samuel Coleman, Manly P. Hall and others. {A little irteverence is due all
great en in order to maintain perspective and avoid idolary.)

What is the point of this brisf history of R. N. Elliott? The practical
application of Elliott’s Wave Principle to wading and investing decisiens
has its strengths and weaknesses. Elliott did not describe a “law of the
markets” with inviolate rules. With a limited history of data and 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 allowed for a certain degree of
predictability of future behavior. He recognized that markets have a fairly,
consistent symmetry of ratio based on the Golden Mean (1.618). He sus-
pected (rightfully so) that this was the same process and same proportions
that are evident in almost all natural growth processes outside crowd
behavior.

When Elliott died in 1948, the understanding and application of his
principle of form and ratio in the financial markes was really only in its
infancy. Since the time of his death, far mare has been written about
Elliott and his Wave Principle than Elliott wrote himself. Markel analysts
over the years have had the apportunity to study thonsands of charts of
many more markets than did Elliott. The great value of his principle has
been demonstrated time and again, as well as the frequent weaknesses.

Knowledge is never static. 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 also not be as complete and
inviolate as some would like us to think?

In light of the above discussion, here are a few comments and
suggestions that 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™ tules of labeling wave patterns were developed after
his death in order to make his principle and its application more accept-
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able to the left brain junkies who believe life unfolds with predictable,
mathematical precigion,

Why then have I described and illustrated these rules throughout this
chapter? They are usually not viclated in real-time market activity. They
provide an objective guide to understand market position and to make
objective decisions. [mplement the rules in your wave counts.

Occasionally, you will be betrayed by the truth of the market which
does not always follow the rules, but more times than not the ‘rule,s will
keep your view of the market in proper perspective.

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

If you are going to violate the three so-called “inviolate rules” of
Elliott wave analysis, be consistent regarding those violations. For
instance, let’s take the rule that a wave four of a five wave impulsc
sequence may not trade into the price range of wave one. I only consider
that rule violated if the suspected wave four closes within the closing
extreme of wave one, not trades into the inraday range. 1 know of other
traders who have thovoughly studied markets and only consider a trade
greater than 10% into the wave one range of many markets as a violation
of the wave four-wave one overlap rule.

So-called Eliott wave purists. oF, as I call them, traditional Elliott
wave analysts, would say that expanding the parameters of this mle in
either of the above ways is not trading R. N. Fllioti’s Wave Principle.
I'Hl et you decide what you want to call it. The EDiott wave purists are
mastly academic advisors who do not apply 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 a firm and original foundation for pattern analysis in
the markets. Don’t hesitate to expand on Eliiott's work when your market
rescarch proves it necessary and profitable.

Trend or Counter Trend?

The most important piece of knowledge a ttader can have is a confident
iden of trend direction. Elliott’s wotk is very helpful in this regard, 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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Market Position

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 fellow to cormplete 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 o the trader which side of the market to trade,
shoert of long. There ¢an be no more valuable information.

Alternate Counts

A very important factor of Elliott wave analysis is that it usually provides
for an ohvious “allernate count” if the market invalidates the “preferred
count” or the first assumption of the position of the market. Ff a market
dees not unfold as anticipated because it violates one of the rules or guide-
lines associated with its corrent position, the trader may then have a firm
conviction of what the new position of the market is which will allow him
or her to take an aiternate trading or investing action.

Do not abuse alternate counts. When a market does nat unfold as
anticipated by the Elliott wavc analysis and there is no reliable alternate
count that fits within a reliable wave structure, the trader must then admic
that the position of the market is not ¢lear and aveid forcing a count just
for the sake of having a count. There will be many times when a market

should be avoided because the pattern of the market does not fit within a
reliable structure.

Cash Stock Indexes versus Other Markets

Almost all of Eilicit’s research and analysis was done on the cash stock
indexes, primarily the DJIA. The Wave Principle is a refleclion of mass

or social psychology. It is best reflected by a large group of people from 2
wide variety of backgrounds with a single interest. Of all the financial or
futures markets, this is best reflected in the stock market, and it is in the
stock market indexes that we find the Wave Principle most applicable on a
consistent basis over the greatest variety of time periods.

Long Term versus Short Term

Fortunately for traders, the Wave Principle and its catalogue of patierns
are tnost consistently evident in short to intenmediate term degrees, a few
days to a few monihs. 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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monthiy chart of soybeans for instance, you have probably seen a great
lesson in futility and imagination!

Yet, the individual bull and bear trends that ryplcally last one to three
years in agricultural markets usually unfold in the basic fives and threes,
trend and counter-trend even in the panie, weather markets. The interme-
diate term trends ofien unfold in text book Elliott wave pattern and price
projections! Just don’t try to explain how the five-wave, two year bull
trend fits inte the fifty vear cycle from an Elliott wave perspective. It
doesn’t.

Cash versus Futures

Ideally, all wave counts should be done on cash prices te avoid the distor-
tions that are inevitable in continuous futures prices. Today's price of a
futures contract includes adjustments due to carrying charges, interest
charges, etc. No lulure’s contract price represents today’s idea of valve
except on expiration day. Cash charts are much less likely to violate the
“rules” than futures charls, |

Ohther than individual stock and stock index analysis, most wave
counts are done on futures contract data including long term, continuous
data bacause this data is much more available from data services than long
term cash datis Ideally, the analyst will double check his or her work on
cash data 1o see if the form and pattern are the same as the continuous
futures darta.

Closing Price versus Daily Price Range

While most of cur work is done using the time and price of swing
extremes of the daily range of data, daily closing prices should be care-
fully considered for wave counts. This will become evident when Lhe
rules come into play. If there is no other evidence related to pattern to
contradict a five 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 be invalidaied if Wave-4 makes a daily close within the closing
range of Wave-1,

Objective versus Subjective

Because Elliott’s Wave Principle and its application is not 100% objective
like time and price projections, it has been derided by many as useless and
little more than guess-work. This is particularly the tack taken by systen
junkies and system promoters whe live under the illusion that market
activity and a successful business of trading or investing may be reduced
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to a mathematicai algorithm that will provide them with keys to profits
with o sirain on the brain.

Elliott’s Wave Principle and its catalogue of patterns and gnidelines
provide an objective method to recopnize the position of a market most of
the time; be prepared for the most probable outcome of the current market
position on & consistent basis, and; provide for the specific market activity
that will invalidate the cament opinion. The Wave Principle requires
study, thought, knowjedge and, yes, even occasionally, judgment. Every
successfinl business reguires this. B yon are under the illusion that you can
succesd in the business of trading or investing without knowledge and the
occasional application of judgment based on that knowledge, you
probebly don’t remember the 60°s! And, probably don't care and should
Eel a job and a haircut.

When the market is not unfolding in a clearly recognizable pattern
within the context of the Elliott Wave Principle, de not force a wave count
just for the sake of having a wave count. Trading and investing will only
be successful when you recoguize that action is only 1aken when the
market is in 2 position that piaces the probabilities clearly on your side.
There is no place for guesswork or ambiguity. Only your own, persenal
patience and discipline will provide for sugeess,
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Elliott Wave Chart Examples

The following pages show numercus Elliolt wave examples from many
markets. Most are examples that were shown and descnibed in my
Drheamic Trader Analysis Report newsleter.

The purpose here is o get you to recognize patterns that provide o
high probability apinion of the position of the marker and the marke!
events that will validate or invalidate the opinion of the market position.

MNone of these charts show the price relationships described in the text.
Price projections will be illastrated in the Dyramic Price Analysis chapter.
For now, [ just want you to get 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
see the value of the holistic approach to market analysis.

Set-ups that worked and those that didn’t work are shown. By
becoming very aware of the patiern position of each market, traders
and investors soon leamn to make a quick and accurate determination
if a market is in & trend or counter-trend and the market pattern that
will signal the end of the trend or counter-trend.

If a trader did nothing but learn to recognize the completion of a five-
wave-impulse sequence, think what a profitable benefit that would be!
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 a trader knows that most counter-trends are at least 2 simple ABC
and only a minor five wave counter-trend has unfolded, the trader knows
that the odds are very high that that minor five-wave counter-irend is
probably only wave A and the entire correction will not be complete until
waves B and C complete. How profitabile do you think this simple piece of
information will be?

Focus on the basics. Learn 1o recopnize the obvious and be wary of the
less than obvious. Always consider what is the specific markst activity
that will validate or invalidate the pattern position. What is the market
activity that should follow the validation or invalidation signal?

Remember that the objective of Dynamic Technical 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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Parallel Channels Often Project The End Of Wave 3and 5

The parallel channel was constructed by drawing a trendline from the Dec.
_ 3 high (beginning of the bear trend) to the wave 2 high. A parallel line was
: drawn from the wave 1 low. The wave 3 Jow was made on the parallel
support line.

Paraliel channel targets for waves 3 or 5 should only be considered
a confirmative target within the context of the time, price and pattern
analysis. If the time, price and pattern factors are signaling a low at the
same arca as the channel line, the probabilities increase for the trend
change.
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Parallel Channels Of Two Degrees Project The Wave 5 High
The parallel channel is constructed by drawing a trendline from the waves
2 and 4 lows and a paralle! line from the wave 3 high. In the chart above.
parailel channels were constructed for wave 5 and wave 5:5.

The wave 5 and 5:5 Lop was made at the coincidence of both degrees
of parallel channe] resistance,
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It Doesn’t Always Work But 5till Provides Valuable Information

A paralle] channel of waves 2-4 from wave 3 was constructed to project a
wave 35 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 a wave 4
ot 5 channel projection. Exceeding the waves 2-4 trendline nsaally signals
the completion of the prior trend.

Consider waves 4 and 5 projection channels as alert signals. They
often provide the tarpets where waves 4 or 3 terminate, They are usually
not exceeded for long. Traders and investors should be very alert to the
time, price and pattern position of a market if the channel target is
exceeded, as the market is probably “overextended” and nearing the
completion of the whole trend sequence.
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Ideal Five-Wave Advance and ABC Correction

The rally and comection in gold from the March 1993 low through the
Sept. 1993 low is a textbook illustration of a five wave impulse and ABC
correction. If would be nice if gold and other markets conformed sa nicely
. o all of the time. They don’t, but what is important is to recognize the set-
- ups when they do.

Note how impulsive waves three and five sub-divided almost perfectly
into five waves themselves.

What shonld we anticipate after the conciusion of a five wave advance
followed by an ABC correction? Anather 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’s work. Gold did advance from
the ABC, Sept. 13 low as anticipated but not it an impulsive, five wave
advance. The advance was a cheppy, labored affair. While it made higher
highs and higher lows, the very definition of 2 ball trend, the pattem
appeared more corrective than impulsive with overlapping waves, difficult
to identify sub-waves, etc.

While we could label this advance in any of a nurnber of ways, for
practical purposes the pattern dees not conform to a practical wave pattern
that provides decision making information to the trader, Do not force a
count when none exits!

The fajlure of an mpulsive five wave advance to develop from the
SepL 1993 low as anticipated, signaled the targer degree wend was
probably not as bullish as anticipated. This tumed out to be the case as
gold did not exceed the Aug. 1993 high for over two years, Never-the-less,
thers were still many good trading eppertunities during this peried from a
shoTter term perspective.
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Elliott Wave Pattern Analysis Provides The Market Action That
Invalidates An Anticipaled Qutlook

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

Gold declined sharply into a low on March 7 that appeared tobe a
wave A low. The wave B rally was an ABC correction. Once the low of
April 19, labeled C, was exceeded, it became obvicus the gold market was
not going to comply with the anticipated Elliott wave outlook.

{Once 2 market 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 a trading strategy perspective, traders should be aware that a
failed signal is often a signal for a sharp move in the opposite direction,
Once the April 19, potential wave C low was exceeded, gold had
demonstrated its weakness and bear trenl. Go with the market signals,
not personal expectation. Trade the market, not the forecast.
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Wave Three Is Usnally The Longest and Strongest Wave

From the April 18, 1995 high, the mark made an almost idea] five wave
decline. Note the force of wave three with the wide range and gap days
down. While the earlier data is not shown, the April 18 high was made
foltowing a prolonged bull market trend,

The five wave decline from the April high should be considered either
awave A in @ major ABC correction or wave one of 2 new bear trend, In
either case, another five wave decline would be anticipaterd following a
cortection up from the May 18 low.

The rally from the May 18 low was not an ideal ABC correction.
Many Elliott wave analysts would probably put in a few X waves to make
a paitern fit the market activity into the July high No pattern count would
provide a predictive indication that Juiy 19 would be the final corrective
high. It is at this peint that other analysis techniques such as the Dynamic
Time and Price projections are important.

From a practical trading perspective, the key pattern analysis factors
prior to the July high were: 1, The five wave decline from the April 1R-
May 18 signaled the major trend should be bearish. 2. The mark should
complete a corrective high below the April 18 high followed by at least
one more decling 10 anew low.

From the July 19 high, (he mark again declined in an afmost idea] five
wave impulse pattern. Again, wave three includes the widest range and
gap days. Wave five is a fifth-wave-diagonal, Remember that diagonal-
fifth-waves are usually followed by sharp corrections. That is an under-

3-66
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statement in this ¢ase. The mark exploded upward fnﬂnwmg 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 ideal five wave advance into
the Sept, | high. A decline followed, making a low near the wave four
low. Cogrections to five wave impulses typically 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 couid be either a wave one of larger degree or wave A.
From a trading perspective, it doesn’t make any difference. In each case.
another rally 10 new highs following the correction is anticipated, and that
is exactly what unfolded.
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You Must Be Quick To Reassess The Pattern Position If A Market
Invalidates The “Preferred Count™

Copper was in a very strong bull tend from the Oct. 26, 1993 low. Wave
two was an ABC, running correction which was very bullish. Wave four
was an irregular ABC.

Tt appeared that Sept. 26, 1994 (labeled 57) completed a wave five high
in a text book blow-off. A very sharp and short decline unfolded from the
Sept. 26 high followsd by a continued rally to new highs.

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

Copper advanced in five waves from the Aug. 5 low Lo make the final
top Jan. 19.
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The Lesser Degree Pattern Position of a Market Will Often Signal The
Larger Degree Trend Posilion

In Dec. 1989, the Nikkei made a major bull market top. At least an ABC
correction wounld be expected from the Dec. *89 high. The Nikkei made a
three section decline from the Dec. high into the OGet. 1990 low. Was Oct.
1950 an ABC correcticn 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, a five wave advance
should be made from the Oct. low. The Nikkei made a three wave advance
(ABC) foliowed by a continued decline to new lows. This signaled that
March 20, 1991 should be a wave four high and a wave five 1o new lows
should be made. The Nikkei then declined in anothet text book, five wave
pattern to make the wave 5 of (5) low in Aug, 1992,

What was the first signal following the Oct. 1990 low that alerted
traders and investors that the rally was probably a wave four and not the
beginning of a new bullish impulse sequence? The signal is obvious from
the chart above. The detail is shown on the next page.
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Elliott Wave “Rules” and Guidelines Will Often Signal Very Quickly
Wheiher A Market is in a Trend 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 Jow in the Nikkei. The alternate
wave counts are shown with a gquestion mark. The initial weeks of the rally
looked like it could e waves one and two followed by waves one, two and
three of the larger degree wave three. What was the first signal this
potentially 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 alternately labeled
as wave 3.3 into the price range of wave 1:3. This veided the bullish wave
count and signaled that the March 1990 high was probably nol wave 3:3
but wave C of a completed ABC, wave four. This had major irnplications.
Another five wave decline (wave five of larger degree) should then unfold
to new lows! This is exactly what unfolded. See the chart on the previous
page.

By being aware of the pattern position of a market and the ramifica-
tions of when a pattern is voided, the trader and investor is prepared for
the sarly signals of the directicn of the larger degree trend. Every market
does not always provide such a ideal wave count and alternate count set-
up. But when they do, traders and investors are provided wilh a powerful
piece of information.

How would you like te have known in June 1991 that the Nikkei
should probably continue 1o decline to new lows in the months ahead?

A
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What wave count?

The S&P began a relentless bull trend from the Dec. 1994 low. Up to the
Feb. 1996 high, there were ne waves to count! If you followed any of the
traditional EHiott wave analysis services, yon may recalt any number of
wave colmts that continually projected a wave five top. Priot to Feb. 1996,
where conld you possibly count waves four and five? Only in the iltusions
of your mind. Certainly not on the chan,

Why did many of the services see a five wave advance as complete
prior to Feb, 1996% They made the wave count fit their forecast. If yon are
strongly predisposed for a particubar 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 obviously not there, or il 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 thal broke
most of the mles. Markets just have no respect. Each larger degrae impulse
wave (1, 3 and 5) sub-divided into five waves. But, in every case, the wave
fours traded into the range of the wave ones for a day or two and then
immediately continued the bull trend.

Tradiuonal Ellioit wave analysts would feel forced to re-label the
waves 1o some sort of complex and indecipherable correction. Real-
world traders will look 1o identify the completion of a five wave sequence
in order te atep out of the trade and possibly reverse the trading direction,
If a market is closely fitting the structure of & wave sequence, at least
consider it valid even if it very briefly breaks the “rules.”

The Dynamic Time and Price projections which will be Jeamed in the
next two chapters will be critical to validating the probability of the wave
count.

3-72.
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Do Not Ignore The Ramiflcation of the Completion Of Multiple
Degrees of 5° Waves

This is a close-up from the previous page of the larper degree wave five
that began frotn the Jan. 16, 1996 low. This is a beautiful example of
minor degree sub-divisions signaling the trend reversal of larger degree.
Sugar made a final top at wave five of five of five.

Look again at the chart on the previous page and note the extent of the
decline from the March 1996 high. Do you care if this five wave sequence
Pprecisely meets all of the Eltiotr wave “rules” or would you rather be pre-

pared to recognize completion of the final, minor wave five of a long tarm
sequence?
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Don’t Force a Wave Count Where No Logical Count Exits

What is your idea of a wave count for this three year bull trend in bonds?
This was an unmistakable bull trend, yet there is no logical Elliott wave
itpulse count that was evident as the market was unfolding or is evident
after-the-fact,

However, almost all of the intermediate degree rands marked off on
the chart made very clean five wave advances and three wave declines.
The chart above are weekly bars, Check your daily charts for the
intermediate degree pattemns to see how tradable bond SWings are.

374
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When Handed A Gift, Take It

It doesn’t get much better than this. Beans made an almost ideal five wave
advance from the Feb. {, 1995 low into the April 11, 1995 high followed
by an ABC correction into the May 9, 1995 low.

3-75
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Markets Do Sometimes Correct In A Five-Wave Sequence

Corrections are supposed (o be three waves or a series of three waves,
right? Somebody forgot to tell the bean traders. Beans made an ideal,
five wave impulse decline which completed a correction, “The bean
market hadn’t read the Elliott wave textbooks.

Traders may still have taken advantage of the five wave decline
from the short side 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 1e-label this decline to fit the “rules” of corrections. This
is a five wave, impulse sequence, period. Now and them, a correction will
be a perfect five wave sequence. Academic Elliott wave hardheads, will
always re-labe] 2 market to make it fit their perceptions of how they think
it is supposed to be rather than move on to the prescnt condition and the
next money-making set-up.

3-76
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Eliiott Wave Analysis Applies To All Actively Traded Markets

This 1s & chart of the close-only data of Fidelity’s Select Precious Metals
mutual fund. Elliott wave pattern analysis applies to all actively traded
markets including futures, stocks, stock indexes and mutnal 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 More Important Than Rules

The chart above is weekly close-only data of Fidelity™s Select Bio-Tech

* fund, The bull tread 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 conformn to Elliott wave impulse pattern rules or guideline, but still
were distinct rally wrends, 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 comrection (Jan. 1992-March 1993} was also a tex1 book patiern.

The initial 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 is this analysis put to practical used?

1. As the murual find rallied to new highs in Jan., it appeared that it was
in a minor wave-five that should also complete the intermediate and
Hajor wave fives.

2. Let the mutual fund signal if a top has been made, Exit long positions
if the mutval fund declines below Wave 4:5:5 (see the chart abave).

3. The mutual fund made a five wave decline into the June 1992 low.
Corrections usually do not complete with five waves. The Fune low
should be an A wave which shoutd eventually be followed by ancther
swing down to lower price (C wave). This is exactly what occorred.
Elliott wave analysis of this mutual fund prepared investors for a majer

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

course, While the entire form of the impulse series did not follow all of the

Elliott wave “mles", the pattern was an unmistakable five wave trend.

3-78
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Five’s and Three’s

Trends usually terminate in five wave patterns. Counter-trends usually
terminate in three Wave patterns or a series of three wave paterns {(complex-
COITECTIONS),

Following a five wave advance, Fidelity’s Balanced Fund made an
ABC correction. It appears another five wave advance is nearing comple-
ticn as of the time the examples for this chapter are completed.

Note how the advance accelerated when the wave one high was
exceeded, It appears waves 1-4 are complete and the current advance is in
wave five. If this is the case, when wave five is completed, a decline greater
n time and price than any since the Ang. 2 low should unfold.
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Diagonal-Fifth-Waves In Mutual Funds

Elliott wave patterns are alive and well in Fidclity’s Emerging Growth
fund. Wave 1 clearly sub-divided into five waves. Wave 3 was almost 2
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 ¢ clearly
subdivided into five waves, typical of C waves.

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

Only marginal new highs would be expected from this point on in this
mutuzl fund. [nvestors in this fund shouid he anticipating a major op and

have relatively closc stops. A decline below the suppart line should signal
& top is complete.

3-80
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Waves Within Waves
The ideal trade set-up is made when at least one smalter degree wave
pattern signals the completion of the larger degree,

In earty Jan. 1999, the yen appeared to be in the later stages of an
impulse five-wave series that began at the Aug. 11 low. The subdivisions
of Wave-5 helped Lo pinpoiat the completion of the larger depree pattern
showi on the daily chart.

See the 60-minute chart on the following page.
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0-Minute Date: Subdivisions of Wave-5
A Wave-3 should subdivide into a five-wave structure of lesser
degree. Wave-5 began from the Nov. 12 low (see the daity chart on the
preceding page) and clearly umfolded in a five-wave stracture. Both Wava-
5 and Wave-5:5 were "extended” or greater in price than a typical Wave-5.
The price chapter will teach you how to project the price targets for the
termination of a five-wave impuise trend.

We can go to an even shorter-term time frame and see if Wave-5;5 also
subdivided into a five-wave structure,
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15-Minute Data: Subdivisions of Wave 5:5
While 8 wave pattern may not be an ideal structure meeting all of the rules
and guidelines, the basic form is usually clearly evident.

The 15-minute data shows that Wave-5:5 from the Dec. 22 low into
the Jan. 11 hiph clearly unfolded in a five-wave structure. There are
immense trading ramifications to the trader who is alert to the wave
structure of any trend or counter-trend.

Ornee the yen has advanced above the Wave-3:5:5 high, we know that
we should be in the last minor swing up (Wave-5:5:5) before the
completion of the entire bull trend that began almost five months ago in
mid-Aug, How would you like to be alert to the probability that a major
trend is only days away from completion? If you were long, you would be
very careful to protect the unrealized protits and alert to trading strategies
to enter a short pogition.

A trade below the Wave—4:5:5 low signals the completion of the entire
bull irend since Aug.! Wave-5:5:5 is complete! The yen should then make
a decline greater in time and price than any decline since the Aug. low,
How did it torn out?
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Pattern Analysis Identifies The Completion of the Five-Wave Trend
Fust 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. This sighhal came right at a time when many yen traders were
very bullish. Dyrumic Troders knew that the bull rend should be
complete, at least temporarily as the yen makes a decline greater in time
and price than any decline since the Aug. low.

Ever in the very volatile and often choppy currency markets, pattern
analysis will often clearly identify the position of a market and the trend
objectives, Short-term trades may be made off of the signals and
objectives provided by the miraday data, Intraday data is also used to
identify the trend position and completion of larger degrea trands.

3-84
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Pattern Analysis Nails The Completion of a Major Low

Bonds made a significant low on Jan, 11. . Since this example is being
included just a few weeks after the low, we don't know vet if this will be a
long term low or not. The pattern position indicates it is the completion of
a major ABC correction. Regardless of whether it tuns cut ta be a long-
term low or not, the pattern analysis provided the signal for a great set-up
for a long position.
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60-Minute Data; Wave-C Sub-Divides Into Five Waves

A Wave-C should subdivide into 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-Minute Data: Wave-5:5:C Completes A Major Low
Wave-5:5 subdivided into a petfect five-waves itself, Once bonds had
declined below the Wave-3 low, traders know that the completion of the
whole Wave-C was near comnpletion. The rally sbove the Wave—4 high
signaled 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 help make specific
trading decisions.
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Wave Structure Checklists

On the foliowing two pages are two checklists to help you monitor the
wave structure of a market as it is unfolding. In effect, they are a coneise
surnmary of the rules and guidelines of typical three and five wave
structures. There ix an Impulse and Cotrection checklist

As a market unfolds, it is continually providing information as to its
nature, impulsive or corrective, in accordance with the wave guidelines for
each wave structure. While these checklist tables do not provide for every
patential wave structure, they wili help you keep on track with how the
typical wave structure unfolds. If a wave structure violates a guideline for
how it should unfold, you must consider that it is not unfolding as you
criginglly anticipated. You must then re-evaluate the position of the
markel avcording to the next best alternative wave structure.

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

These two tables do not consider the time or price pesition of the
market. They only consider the pattern position out of context of the
other market factors. Never make a trading or investing decision based on
pattem position alone. This has been the downfall of many Elliott wave
analysts,

Also keep in mind that all markets have not agreed to unfold according
to R. N. Elliott’s rules and guidelines. Markets have a mind of their own
and will often unfold in a completely non-predictable and non-symmet-
rical pattern that provides little valuable information to the analyst,

These checklists will g0 a long way in helping to identify whether a
market is in an impulsive or corrective position. Even more importantly,
they will help to identify when a market 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 ser-ups. Not to
know the position of every market at all timas.

It will nol be long before you wilk 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 te the probable position of any market
at any tine.
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Dvnamic Frader - Chapter 3
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CORRECTION CHECKLIST (Bull Market Example)
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Chapter 4

Dynamic Price Analysis

Every market makes a top or botton on some exact
mauthematical peint in proporficn to some previous move.
W. D. Gann

In the Dynamic Price Analysis chapter you

= Leamn how to project well in advance the price
zones which have the greatest probability of support,
resistance and trend change, allowing the trader plenty
of time to prepare for trading action.

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

= Learn which ratios to use with each price projection
technique.

» Leam how the price proiections ¢luster to form
support, resistance and trend reversal price zones.

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

« Learn how to integrate dynamic price analysis with the
pattern analysis leamed in the prior chapter.
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Dynamic Price Analysis

Be Prepared In Advance For The Price Targets Of Trend Reversals

This chapter will teach you ta quickly and easity project the price targets
with the greatest probability for support, resistance and trend reversal. Tt
is not complicated or time-consuming to prepare in advance the Dynamic
Price Projections.
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o e %2 | Price Target For
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The example above is not an isolated example of 4 price projection for
the termination of a trend. Dynamic Price projections will often allow you
to determine well in gdvance the price target to complete trends of all
degrees.
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Dynamic Trader - Chapter 4

Pinpoint The Exact Price Levels For Corrective Highs and Lows

The previons chapter taught you how to identity if 2 market is in a trend or
counter-trend phase. The Dynamic Price Analysis chapter will teach you to
project the price levels with the greatest probability of completing a trend
or counter-trend.

5 Y P
T5GT P 1814
F124 Fen 0818

Irmamic Price Zone
lo vomplete the B-
wave cotreclion,

How vaiuable to your trading would it be if you could project in
advemee the specific price zove a correction to the main trend should reach?
Dynamic Price Analysis allows you to do just that. You will often project
almest to the tick the price of corrective highs and lows.
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Dynamic Price Analysis

Be Prepsred In Advance For The High Probability Support and
Resistance Zones \

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

No single price methodology can be consistently relied upon to
indicate with confidence, in advance, where support of resistance is likely
to be found, The most important potential 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 a relatively natrow price zone.

Traders must be prepared in advance for the price zones from where
trend change has the greatest probability of occurring, I traders are pre-
pared in advance: for the price zones of change, they may then ¢oncentrate
their efforts on technical signals that trigger trade entry and confirm trend

4 change,

It is true, as Mr. Gann said, that "every market makes its top and
bottom at seme exacl mathematical point in proportion to some previous
move.” The question ks, which proportion of which previous move? Mr.
Gann failed to answer that question, probably because there is no single,
right answer. If you have studied any of W. D. Gann's original work, you
know that he was a bit of a master of the overstatement. There is not one
particular prior swing ot one particular proportion (ratio) that wiil project
the price of all future tops or bottoms. The concept of proportioning past
moves (swings) and projecting forward is the key concept to projecting the
price levels that have the greatest potenfiai for trend change.

Funderlined potential above for three important reascns:

1. The price support and resistance projections do not project that price
will reach the projected levels. The price support and resistance projec-
tions are simply mathematical projections of relationships of past
swings. They are price zones that should offar support or resistance if
reached, The importance or degree of support or resistance will he
indicated by the time and pattern position of the market as the price
Zones are reached.

' 2. There are usually two or three projecied price zones from any one swing
. point. While we will see later on how to determine in advance which

b projection is likely to be the most important, it will only be the markat

| itself that will validate one or another of the projections by the time and
|

4-4
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Dynamic Trader - Chapter 4

paltern posilion 4s the market approaches the price zone. If a projected
price zone is exceeded, the odds favor a continuation of the trend to the
nex! price zong. In other words, exceeding one projected price zone is
usuzlly a trend-continuation signal.

3, Occasionally, a market will make a top or bottom at a price that either
is not within a price cluster which is a support cr resistance zone or not
even at one of the more common price projections. While I can almost
always fing the obscure price relationship at tops and bottoms that
were made outside of a projected price cluster, this after-the-fact
analysis is only of academic interest. Traders must accept the fact that
a top or bottom will occasionally be made away from the typical price
projections that are calculated in advance. This is one of the important
reasons why we always consider all dimensions of market activity and
do not rely solely on price analysis.

(ann's quete 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 o
cluster of price projections from several previous swings. These price
projections may be determined well in advance and, usually, the
significance of each projection relative ta the trend will be fmown in
advance.”

In this chapter, we will also 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 also discuss the ramifications of
understanding the trend position when price exceeds certain levels. As you
will see, there is much more to price analysis than simply compuring
reiracements.

The most important narrow price zones for potential support or
resistance will occur when vartous price methods and relationships all
point to the sarme area as support or resistance. Never rely on one price
methodology or one ratio. If a price zone 1s important, it will be indicated
by several relationships and result in a relatively narrow cluster of targets
at or near the same price level
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i Dynamic Price Analysis

Primary Price Projection Technigues

There are three key price relationships that will quickly and easily provide
the price projections. ‘They are:

1. Retracements (Ret}
2. Alternate Price Projections (APP)
3. Price Expansions (Exp)

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

A very important factor to keep in mind as we review the following
examples is: Al af the price projections are caleulated IN ADVANCE. As
500N 85 A new swing is confirmed, new projections are made. We do not
know in advance which price zone will be the ultimate target of the market,
but we do know in advance which price zones have the greatest potential
for trend change if price should reach one of those zonces. The time and
pattern position of the market will usually clearly reveal which price zone
has the greater probability of making a trend reversal.

As a market advances its trend and makes new swing pivots, new
projections are made from each new pivet. You will soon learn how
the new pivots will confirm or invalidate prior price projections.

Retracements

Moast traders are familiar with price retracements. Retracements are the
percentage of the prior swing that a markst 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.

] Thea following pages first illustrate retracements on idealized swing
charts in order to clearly understand the concept. These are followed by
numerous sctnal market examples.

t
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yramic Trader - Chapter 4

Internal Price Retracements

Internal retracements are less than 100%,
The four most important internal retracernen| 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%
Sy

51.3%
TE.6%

Internal Retracements Of Two Degrees
8%, 50% and 62% of AC and BC rallys
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Dynamic Price Analysis

Internal Retracements
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Retracements measure the percentage of the range of the prior swing
that the market reacts against or retraces. Internal refracements are always
less than 1009%. 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 Guidelines, EItiott Wave Guidelines and Putting It All Together
describe in more detail the importance of each ratio at different market
pusitions.
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Irynamic Trader - Chapter 4
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On April 19, beans made a low one tick zbove the §1 8% retrace-
ment. Beans eventually continued to decline in an ABC cormrection
with a final low at the 78.6% retracement. APP is an Aliemate Price
Projection and will be described later in this chapter.
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Retracement resistance in crude oil gt the 38.2% and 61.8%
retracements.

apcBourselrr S @obCBourselirt) s sele2)e



http://abcbourse.ir/

Dynamic Price Analysis
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Com made & counter-trend low at the 504% retracement. There
will almost always be at least 4 minor reuction against the 30%
retracement 1n all markets.
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Retracements of two degrees: Gold made a top June 16, 1995 at
the coincidence of a 30% retracement from the April 19 high and a
78.6% retracement from the May 4 high The nearer price projec-
Hong are te each other, the more likely they are to result in support
ot resistance if the market reaches the price zone.
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Dynamic Trader - Chapter 4
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The Oct. 1987 Panic: In Oct. 1987, the S&FP crashed down to make a low
just below the 61.8% retracement of the Ang, 1982-Aug. 1987 bull market
{top chart). Note that the secondary lows were made right on the 50%
retracement. The chart below shows the retracernent levels from the July
1984 Jow. The Oct. bottom was made just & few points below the 78.6%
retracement and the initial reaction low right at the 61.8% retracement
level. The retracements from two deprees provided two retracement

Support zones which held the market: 192.13-189.32 and 221.41-220.30
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Drynamic Price Analysis

Retracement Levels Signal Strength and Weakness: The June 1 low
was made just a few ticks below the 61.8% support retracement. In June
and July, the mark tesied the 78.6% resistance retracement three times but
failed to exceed this important retracement level.
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How a market reacts against retracement percentages will often indicare
the position of the tarket. Currencies have a very high reliability of finding
support and resistance at Fib retracements. This is 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 range reversal day on June 1 at the 61.8%
retracement provided at least an initial signal that the correction down may
be over,

Most traders have been erronecusly tanght by Elliott wave acadermics
that the 61.8% retracement 15 the critical zone to signal if a swingisa
counter-trend or new trend direction. In other words, counter-trends ot
cortections are not supposed to exceed 4 01.8% retrmeement. If the 61.8%
relracement is exceeded, it 18 supposed to be a signal that the marketisina
new trend direction, not a counter-trend.

While the: ¢1.8% retracement is an iImportant potential suppor ot
resistance price zone, it should not be considered as a trend signal 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 23 often terminate at the 78,6% retracement.

4-12
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Dynamic Trader - Chapter 4
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Cotion made a low 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 Jevel is the support at cach counter-trend low.
Note that the June 14 low was made at the 61.8% retracement to the

tick! Do not fail to be alert 1o the market position at the 61.8%
retracement level in all markets.
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Drynamic Price Analysis

External Price Retracements

Many traders have a difficult time accepting that a retracement can be over
100%. A retracement can be any amount. A few ratios over 100% ars very
impertant in projecting support and resistance.

External Retracements are greater than 100%.
). The most important external retracements are:
! 127%, 162%, 200%, 262%, and 424 %.

|
External Retracements of AB
3
i 2625
1626,
A
B

4-14
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Irynamic Trader - Chapter 4

Exte:_‘nal natrntts

" The Aug. 22 low in the British pound was made’ just a few ticks -ab-c:-vc the
162% external retracement of the 6/281.- 8/1H
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Dhynamic Price Analysis
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The sovbean decline terminated at the 262% retracernent of the initiat
counter-trend swing. Five wave structures frequently terminate at 162%,
262% or 424% external retracements of wave two. Wave two is also called
the initial counter-trend swing. .

External retracements are little used by most traders hut are a very
valuable price projection method.
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Dynamic Trader - Chapier 4
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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 also known as a “measured move.”

; A
N @abCBourselicBNG-) s ) ISl

apcBourselir,

FRO A

4-17

Ty



http://abcbourse.ir/

Dynamic Price Analysis
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The mark formed a major 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 127% and 162% external retracement of
wave four. The final wave five top is often made right orr ong of
Lthese two retracements.
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Drynamie Trader - Chapter 4
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The final top of a major bull market in copper was made just a few
ticks above the 4.236 external retrucement of the final decline prior to
the beginning of the bull market. External retracements of the final
swing prior ia the beginning of a trend as shown above or external
retracements of the first swing following the beginning aof a trend
fwave 2 or B in Elliott wave terms) will usually project the lermination
of the entire trend sequence.

A trend rarely exceeds the 4.236 external retracements of these
two swings. This is important to consider, If a trend is nearing the 4.236
external retracement, the odds are very high that the trend is near
completion.
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Dwynamic Price Analysis

Alternate Price Prajections (APP)

Alternate price projections project the proportions of a past swing that
moved in the same direction as the 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 previcus altemate swing is being projected. The mest recent
alternate swing projection is labeied AFP.1. The second mest recent is
labeled APP.2 and 50 on.

Alternate price projections compare trend swings to trend
swings and counter-trend swings 1o counter-trend swings.
The most imporiant ratios to use for APPs are:

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

Alternate Price Projections of the prﬂious alternate swing.
AB projected from € (APP.1)
&
162%
100%
B 62%
C
A
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The Fuly 19, 1995, wave 5 top was made at the coincidence where
wave 5 equaled 100% of wave 1 and wave 3 equaled 61.8% of waves 1-3
(7/5L-7/12H). These are the twa most frequent price targets for 2 wave 5
a5 described in the pattern chapter.

Alternate price projections are very important and reliable targets
for the termination of Elliott five-wave impulse patterns and ABC
comrections. Which ratios and swing comparisons are the most important
for cach earget is described at the end of this chapter.
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The Jan. 5, 1994 high and beginning of a prolonged trading

range in gold was made slightly above the coincidence of the
61.8% alternate price projection and 78 6% retracement.
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Coffee made a major low in Dec. 1994 that lasted for several
months at the coincidence of the 100% alternate price projecticn
and 162% retracement of the 8/11L-9/23H.
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Dnamic Trader - Chapter 4
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The March 2, 1995 high (W.C) was masde at the coincidence of a
50% retracement and 1000 APP where the price range of Wave C
equaled the price ranpe of Wave A. The Dec. 28, 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-12/141} and the 127% retracement of Wawe
B. The Wave C high was 187.25. Four price projections fell within
the 1RB4.75-18% 75 zone. It is inevitable that a market wil! react
against such a strong cluster of price projections.
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Dynamic Price Analysis
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The Jan. 4, 1996 bond high was made at the 61.8% AFP where
Wave C equaled 61.8% of Wave A. The chart below

shows the smaller degree Aliemnaie Price Projections at the

Jan. 4 high. Every minor rally was related to each other by 100%
or 61.8% right up 1o the final top. The larger degree €1.8% APP
shown above fell ght within the 121.09-12 1.30 minor degree
zone shown beiow. When several APFPs of twa or more degrees
coincide, change is inevitable.
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Dynamic Trader - Chapter 4
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The March 19, 1996 high in the Sugar market is an owstand-
ing example of the coincidence of APPs of three different
degrees. The chart above shows the top was made at the price
zone where Wave 5 equaled 162% of Wave | and Wave 5
equaled 100% of Waves 1-3. The chart below shows the price
zone at the top where Wave 5 of 5 equals 100% of Wave 1 of 5
and 62% of Waves 1-3. Wave Sof Sof 5 eqaals 100% of Wave 1
of 5 of 5. The =olid horizontal bar at the 12,20- 12,50 price zone
represents the zone of the coincidence of Altemate Price

Projections from alf thre¢ degrees.
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Dwynarmic Price Analysis
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The 10-year notes made an impertant low at 4 cluster of three
important price projections.

108.31-198.23

108,31 (Ret): W.5 = 1.618 W .4 (cxternal retracement)
10827 (AFPP: WS5=61BW.1-3
108,23 (Ret): 618 retracement (3/15L-9/14H)

 The Price Histogram Detail below shows the details of the price
projections in the zone of the wide bar which is shaded gray shown in
the chart abave,
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Dhnamic Trader - Chapter 4

Price Clusters

There were thiee potential resistance zones pmjr:::t::d from the June 14,
wave 4 low. Two of these zones were confirmed by projections of the
next smaller degree by projections from the wave 4:5 low made in July.
The pattern and time position of the market as it approaches each price
zone will help to qualify which zone is most has the greatest probability
of trend reversal.
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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 within the
next price cluster of 404,6-410.1. This was the ideal price zons for a
wave 3:5 high for this wave structure. It was unlikely that the final 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 trand.
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The Price Histogram Detsil below describes all of the individual
price projections inciuded on the chart on the previocs page. Notice
how the price projections are in three relatively tight groups as repre-
sented by the herizontal price target bars on the chart on the previous
page.
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For years all of my price projections were done with a calculator
and a form to keep track of the price targets. While it was slow and a
hit cumbersome, the propes information was always at hand. Then I
designed my awn s ts ta do the price projections and the
output looked similar to the table above. This was much faster, mofe
accurate and allowed me to followr many more markets. Tt was only
after designing my own technical analysis software that the projections
are now done almost antomatically 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% altemate price projections, each of different degree. The 100%
APPs were the July 5, 1991 low - Sept. 4, 1992 high projected from the
Feb. 11, 1994 low and the Feb. 11, 1994 low - Oct. 28, 1994 high pro-
Jjected frarn the Dec. B, 1994 |ow.

Note that the Oct. 28 high was made just a few ticks below the 61.8%
APP of the July 5, 1991 low - Sept. 4, 1992 high projected from the Feb.
11, 1954 jow.

Almost every trend of any degree terminates at or very near an
alternate price projection of at least one of the prior two alternate swings.
When APPs coincide with internal and/or external retracerments within
relatively narrow price zone, a change of trend is very probabie.
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Dynamic Price Analysis
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Every market does not make & cotrective 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 retracernent percentages. If another price
projection falls near a retracement percentage, a price zone results where
there is a high probability of support or resistance,

Silver fell sharply from the May 4, 1995 high and found initia} support
ar the 50% tetracement. There is at least a minor reaction against the 50%
retracement in aimost every counter-trend move sitnply because so many
traders are aware of this retracement objective. Silver continued lower in
late June and closed below the 61.8% retracement. The final low was
made at the 61.8% Altcrnate Price Projection just below the 61.8%
fetracement. The Ret. and APP formed a support zone at 523.1-510,3,
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Dynamic Trader - Chapter 4

Price Expansions (Exp)

Price Expansions literally expand the price range of a price swing by
chosen ratio amounts. The most frequent use of price expansions are
expansions of the initial impulse wave off of a major ttend change.

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

Price Expansion of the price range of AR
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Dynamic Price Analysis

Price Expansions

OFf the three methods of price projections, retracements and alternate
prrice profections are the most consistenily reliuble. T consider price ex-
pansions as a confirming factor to the other two. In other words, I would
not consider a price expansion target of any consequence if it did not
coincide with a retracement and/or alternate projection.
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The April 21, 1993 high was made at the 618 price expansion of the
Feb. 11, 1994 low - Oct. 28, 1994 high.

Price expansions are a confirming price projection method. Tops and
bottoms are made right on a price expansion less often than on a
retracement and alternate price projection. Price expansion projections
are confirming factors to the price retracements and alternate price
projections.
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The Feb. 2, 1996 gold high was made at the ceincidence of
the 2.618 price expansions of Wave 1 and Wave 1 of 5.
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The Aug. 21, 1595 silver top was also made ai the coincidence
of price expansions of two degrees. The 100% expansion of the

F/3L-7/19H price range and the 162% expansion of the 8/1L-8/9H
price rangs cach fell near the Ang. 21 high.
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Dynamic Price Analysis

Nikkei Weckly

The Aug. 1992 low in the Nikkei Stock Indsx is a great example of the
ceincidence of price projections in a very narrow range. The projections
are grouped so tight, that they overlap in the chart below,
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The Aug. low was made in the price 7zone where:

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

Ret: W.5 = 162% W4

Exp: W.5:5 = 1009 Exp W.1.5
App: W.5:5 = 38.2% W.1-3:5
Ret: W.3-5:5 = 262% W.2:5
Ret: W.5:5 = 162% W.4:5

The Aug, 1992 low was made at the coincidence of at least seven
price projections including expansions, external retracements and
altemate price projections of two degrees! Is it any wonder that a
major Jow was made at such a strong coincidence of support?
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Dyynamic Trader - Chapter 4

S&P Weekly

The Sept. 1993 high in the S&P was made at the 2.618 expansion of the
initial bull swing from the April 1994 low to the Sept. 1994 high. While
the reaction against the 26158 expansion was relatively mild in price and
time, it was the grealest reaction since the Dec, 1994 low and lasted about
six weeks. The S&P soon contimued 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. Jow was made at the 4.236 expansion. This top lasted about
twelve weeks. Trends rarely exceed a 4.236 expansion of the initial
thrust. The continved buall oend te new highs for the 3&P was another
demonstration of the unpracedented strength of this historie bull market.
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What would be the next expansion ratio to comsider? 6.854
{4.236 x 1.618). A 6.854 expansion falls at 776.40. It seems outrageous
that the S&P will reach that high of a level without having made a major
correction, but 1t seemed outlandish to many people in early 1995 that the
S&P would reach 662.00 with only minor corrections, but it did! The
T16.40 projection is not a forecast that the S&P will reach that level, but
a price to anticipate a reaction if the level is reached.

A comprehensive price analysis of any market will include price
¢Xpansion prajections.
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Dwynamic Price Analysis

Price Projections By High/Low Extremes, Closing Extremes and
Percentage Change ,

Most traders are farniliar with calcuating price retracements and
projections using the high or low of the pivet bar. All of the price
exarnples in this chapter up 10 this point used the extreme range frem pivot
to pivot. High-Low or Low-High price projections may alse be calculatzd
using closing data only. Closing data may more accurately represent the
form, pattern and position of the market as it eliminates the very shaort-
terin, intraday, volatile swings. However, it is usually not reasonable to
expect to trads

on analysis of just closing data as the daily swings may be lacge and
reguire entry, stop placement and exit at a more prudent positicn than
waiting for the close.

Price percentage changs more accurately represents the range of price
change than the actual amount of price traveled. A price advance of $100
from $200 1o $300 is a 50% increase in price while a price advance of
$100 from $500 to $600 is only a 20% increase in price. Each price
change was the same amount yet a dramatically different percentage
change. The perceniage change in price more aceurately represents what
we may consider the force of movement or the degree of psycholopical
shift required of traders to move price.

Traders should consider supplementing their price analysis by
making all price projections by closing data snd by price percentage
change as well as by the more traditional price range. This is particnlarly
worth-while for major degree swings. The extra work involved will aften
provide ¢ritical inforrnation that will not be revealed by high/low extreme
price analysis.

4-36
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Price Projections By Percentage Change
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Gold, Weekly: The chart above is gold weekly data bars. Dates shown
are week-ending, Friday dates. Price projections calculated by peicentage
change are labeled with a % and the price projection method (Ret, APF or
Exp}. The pivot markers show the date, price and percentage change from
the prior pivot.

The Jan. 1994 high was made just above the 78.6% retracement (Ret)
of the Aug. to Sept. decline. Note that the high was made dead on the
100% percentage 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 to the Jan. 7 high. A 16.52%
rally from the lower number is a lesser amount of price than a 16.33%
decline from the higher number. This is why the 100% retracement in
percentage change does not make 2 100% retracement in price amount.

The trading range lows in 1994-1995 were made a1 the coincidence of
the 50% range retracement and 38.2% percentage change retracement.
The Sept. 1993 low was made at the coincidence of the 78.6% range
retracement and 61,8% percentage change retracement.

As you can see, including percentage change price projections can be a
very valuable addition to the price analysis techniques.
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Dynamic Price Analysis

Close-Only Data and Price Projections
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This is a daily, close-only chart for gold. The C next to the datefprice
markers denote the prices shown are closing prices. The C next to the

price projection level alse denotes the price projection is closing
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. 1590 top was just & 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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This is a close-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 retraccment at
the Feb. high,

Traders who only calculate highflow retracements and projections did
not have any targets near where the high was made in Feb. Traders who
included percentage change retracements and projections were aware of
a narrow price Zone that was the coincidence of two percentage change
projections that was several doliars away ifrom the traditional projections.

It is always worth the extra effort to make price projections from
closc-only data and percentage change when analyzing major swings.

apcBourselrr S @obCBourselirt) s sele2)e =



http://abcbourse.ir/

Dynamic Price Anatysis

Close-Only Data and Percentage Change Projections
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Usnfortunately, every market does not make every extreme high and
low reversal on a price projection or ¢luster of price projections. The gold
rally from the Jan. 15, 1993 closing low made ternporary highs almost to
the tick at the 78.6% and 100% percentage change retracements on the
close-only chart as shown above. The final top exceeded normal retrace-
ment targets by only a few points. Most corrections will not exceed either
4 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.

abcBourselr, 0 @b cBoursei U5 ) se lehe

i

- sy


http://abcbourse.ir/

Dynamic Trader - Chapter 4

4

.Eln
4
SUNLCHFMAM) JACONDGF MAN] | ASOMDERMAN] | &5 0N

The previous chart showed that the two minor tops prior to the final
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 of!

While neither of these two important retracement coincidences
were the final top, they projected levels that traders would want to be
particularly alert to for potential trend termination. Both levels may have
been strong profit laking zones depending on the time perspective of the
hrading plan.

Be very prepared for market pivots at price zones where both range
and pereentage change retracements coincide.
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Price Projections of Three Degrees

The following three charts fllusirate the value of examining a market from
all price petspectives 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 1994,
The next support was made at the 61.8% range retracement. The ultimate
low was made in Nov. 1994, just below the 50% perceniage change
retracement anid 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 analysis should consider waves or swings of more
than one degree te confim or invalidate the larger degree projections. As
a market approaches a major price projection, the next smaller degree
price analysis may provide a focus 10 a specific price zone near the larger
degree price zone where trend change is probable. Sea the daily hond
chart on the next page.
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Alternate price projections of swings beginning with the Oct. 1993
high pointed to two narrow price zones with a high 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 $7.12 (see
chart on previous page) while the second zone did not coincide with
either percentage change or range retracements shown on the previous
chart.

97.16: W.5 = 1009 W.1
97.12: W.5 = 38.2% W.1-3
97.12: 50% percentage change retrucement 9/28/90L, - 10/15/03H

Once the Aug, 2, wave 4 high was confirmed by bonds tradin g below
the b low, the price zone of 97.16-97.12 would be calculated in advance
as having a high probability of making Lhe wave 5 low. The next job is to
go to the smaller degree swings made beginning with the Ang, 2 high to
further fine tune the price projections from the larger degree swings.

The chart on the next page focuses in on the next smaller degree
sWings.
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Smaller Degree Projections Confirm The Larger Degree
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Alternate ptice projections of swings beginning with the Aug. 2,
1994 high projected 96.14-95.31 as the ideal target for a wave 5 low.
This narrow price zone fell just below the larger degree target shown on
the prior page of $7.16-97.12.

96.14: W.5=382% W.1-3
95.31: W.5 = 100% W.1

The most r¢liable price projection targets will be calculated from
swings of at least two degrees and from different projection technigques,
retracerments, alternate projections and expansions of ranges and
percentage change.
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Intraday Examples

Up to now, only daily bar charts have been used to illustraie the Dynamic
Trading snalysis. All Dynamic Trading techniques apply to all time
periods incleding intraday data. The same dynamic growth process,
patterns, ratios and proportions that we have seen on the daily charts ars
found on all time periods.

The following pages include a number of intraday charts with
comments. There are only a few examples because nothing is done
differently than if it were daily data. Since we used a number of examples
of the position of bonds in the second half of (995, let's first look at the
intraday data for this time period.

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

A minot wave-four low was made on July 18 on the 8:35 AM (EST) bar.
The projection for a wave-five high is 102.81-103.02 (price in decimals,
not 32nds). This price zone includes the typical wave-five price
projections where W.5 = 100% W.1, 38.2% W.1-3 and 162% W 4.
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The chart on the next page shows how it urmed out.
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Bonds: 30 Minute Bars From The July 11, 1994 Low

Bonds made the wave-five high at §02.94 on July 20 on the 8:50 AM bar.
This was a direct 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

also begins from the July 11 low and shows the continued rally into the
July 20 high.
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Let’s continue to follow the bond activity after the July 20 high,
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Bonds: 30-Mioute Bars From The July 20 High

From the July 20, W.5 high a minor five wave degline was made into the
38.2% retracement on the merning of July 21 to complete W.A. An ABC-
W_.B rally followed then bonds continued to decline to a new low. From
the W.B high on July 25, bonds made a text hook, minor five-wave
decline into the W.C low on July 28,

There were four price projections in a relatively tight group where the
W.C low was made.

101.231: WC=127% WB
101.188;: W.5:C = 100% W.1:.C
101.094: 50% Ret.

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

The W.C low was 101.125, preciscly within this price zone.

Bond - Duc, 1954 - M indn dain

liasd Prica Prajecthon Far Wavan © Lowr: 1012398107

A3 Wl = 1% wWE

A0 1H6. S0 3 10% W10
M .09 50 Rat

WD W 51LE% W35

Jurhy 20, W L 4B 425
i}
(=}

MLl Am ML

(1o b

abcBoursellr 0 @abcBourseliG-) 5 se [e2)e =2

R S S Sy S S —


http://abcbourse.ir/

Dynamic Price Analysis

Bonds: -Minute Bars From The July 11, 1994 Low Through the
Aug, 2, 1994 High .

The July 28 Wave-C low was the completion of a larger degree Wave-B
which is labeled (B) on the chart below, Bonds made another five wave
advance to complete Wave-(C). The ideal price projection for Wave-5:(C)
fell in the 104.499-104.813 price zone which included all of ihe typical
price projections te complete a W.5 and W.(C).

104.499: W.5:(C) = 162% W .4:(C)
104.572: W.5:(C) = 38.2% W.1-3:(()
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 analvsis earlier in the chapter
was the completion of a Wave-4 correction.
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Bonds: Daily Data From July 11, 1994 Low To The Aug. 2, 1994 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 hetped 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 nartow
range price fargets.

Every intraday chart will not provide symmetrical, minor price
patterns that are of practical vajue to help project the termination of the.
larger degree swings shown on the daily charts. But, many will. For
traders who do not collect real-time data, several data vendors provide tick
data at the end of the day for a very modest cost. Readers may want to
consider 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 The July 16, 1996 Low

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 Tuly 24 lows as well as the 100% alternate price projection
(W4 = 100% W.2),

What 1s labeled 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 simple dynamic price projections of retracemenis and alternate
price projections provided a high probability, minor suppozt zope in a bull
trending rmarket.
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S&P: 60-Minute Data

The ideal target for a Wave-3 high projecied from the Sept. 2, Wave-4 low
fell in the 686.90-696,50 price zone. On Sepl. 16, the S&P reached this
price zone which coincided with the paralle] channel resistance line. Ay
you can see from the hourly chart below, the 8&P remained in the price
zone for a week hefore continuing the advance. While the wave count
shown on the chart may he questionable, the projected resistance level was
right-on target.
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Gold: 60-Minute Data

One of the best uses of intraday data is to fine tune price projections. In
April 1996, the major trend in gold was down. Gold began a minor raily
on April 19. The May & high was made dead-cn the natrow range price
projection that included the 50% and 61.8% retracements of the prior two
miner swing highs and the 127% external retracement where W.C = [27%
WB.

....... N v v ee s HASDD 26MIE 20 [40s- 0
] N Gl 15120
R FRT ]
90,1000 Rt 1] 5000
£k e
395,00
....... L 391500 ImpH 0
P 390,000
CTmHﬂlmMdehuPﬁ:hm L
0% and 61.8% Ralracemsamnts
CedT% B
T - 395,000
T ]
it

m o T % Wt W 7

4-52

A

abcBourselir o @abCBoursel TRt i) se e N iel

=
E=



http://abcbourse.ir/

Dynamic Trader - Chapter 4

Silver; 3-Minute Dats

Silver 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
megnor lows. The triple top at 497 is at the 61.8% retracement (not shown)
of the cotrective decline from the Jan. 27 high to the triple bottem.
Breakouts from triple tops or bottoms are usually dramatic.
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DM M)-Minoute Data

The DM made a low on the moming of May 28 followed by one of the
most significant rallies in several weeks. The 30-minute data shows an
almost idaal ABC correction was made between the May 31 high and June
11 low, The Wave-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
and 162% Wave-B.

Note how this 30-minute data clearly shows the minor five wave
structure of Wave-C.

[l Scenano pha vl

Ot 30 A [T DABEE
C'E:lrl z:ra._::

- 0J6E00

4
! 1
! A
- il
\L 3 T D554 Ra LELE
C Won C Price Zone
; WOAD = B1.9% Rt
W5 1 DO A
W= 1652% WA
oo 50 o
LE4ES .52 0
i ANZCY i [TES T
2 Wt [

4-54

N @abcRourseli T G-)5 ) se |22

apcBourselir,

=
3
E
i
ﬁ;
I
——
B
_A



http://abcbourse.ir/

Drynamic Trader - Chapter 4

Intraday Daw

I have only provided a few examples of intraday analysis as the
procedures and techniques are exactly the same as with the daily data
examples.

Intraday data will often provide an invaluable advantage to the trader,
particularly for confirming the price projections of the farger degree
swings shown cn the daily charts. The same cantion must be made with
intraday data as with daily data. Don’t read more into the data than what is
thers. Don't force a wave count when no practical wave count exists. Even
if a practical wave count is not being made, the intraday data can be
invaluable to project the minor projected support and resistance zones that
help the trader lessen the capiral exposure on entry strategies and
protective stop loss placement. Intraday data is also invatuable for short
term traders.
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Dynamic Price Projections For Mutuat Funds
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All types of dynamic analysis applies to all active futures, stock,
mutnal funds and cash data. The chart above s Fidelity's Select
Precious Metals Mutual Fund. There were two price projections for a
wave 3 10p.

21.95-22.55 23,26-23.50

21.95: 200% W.1 Expansion 23.26: 262% W.1 Expansion
22.19: W.5 = 100%: W.1 2331 W.5=162% W.4
2285: W.S=382% W.1-3 23.50: WS5=162% W.1

2407 W.5=6L8% W.1-3

These twe zones are calculated in advance as soon as the wave 4
low is suspected 1o be complete. Which of the two zones should have
had the greater probability of making a wave 5 top? Each includes
typical wave 5 projections, Ideally, the smaller degree swings within
wave 5 will provide the ideal target. The chart on the next page
provides the smaller degree projections.

4-56
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Smal! Degree Projections Conflrm The Larger Degree Projections
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The chart above shows the smaller degree swings from the March 1 1,
wave 4 low for Fidelity Select Precious Metals fund. The ideal target for
the wave 5 of § high would be 22,3222 59,

2232: W.S5=382% W.1-3
22.41: W5 = 100% W.1
2259 W.5=162% W.4

This price zone overlapped with the larger degree 21.95-22 55
projection shown on the previous page, The final wave 5:5 top was
made May 31 at 22,49 precisely within the overlap zone for the ideal
wave 5 of 5 high, Fidelity’s Pracious Metals murua! fund declined at
least 17% from the wave 5:5 top in May 1996,

Dynatic price analysis applies to all actively traded markets, Every
market will not make a top dead on a dynamic price projection. But
when two degrees of price projections overlap, there is a very high
probability for trend change within the overlapped price zone.
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The chart gbove is Fidelity's Select Software and Computer Services
mutual fund. From the Fan. 16, 1996 low, the price rallied to the Feb. 23
high just ahave the 50% retracernent. Price then declined into the April
11 low and rallied again above the Feb. (wave A) high. Once the Feb.
high was exceeded, price prejections for & wave C high may be made.
The ideal target for a C wave high was 38.68-39.51,

3868 W.C =162 W.B
39.33: 78.6% retracement of the Dec. 5. 1995 high to 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 is to remain in force. This simple ABC zigzag correction terminated
where wave C equaled wave A, the typical target for wave C.

The following page shows a close up of the B wave price target.
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The chart on the previous page showed the price targets for an ABC
correction. B waves are considered corrections 1o the larger degree trend
which 1s also a correction. In other words, a B wave is a correction te the
correction. B waves are often ABCs themselves.

The chart above zeoms in on the B wave of the ABC comection shown
on the previaus 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 calou-
lated. The ideal price zone for the B wave of the ABC correction to
terminate was the 34.07-33.24 price zone.

34.07: W.c:B = 100% W.a:B

33.92: 50% Retracement {1/16L.-2/23H)

33.57: WoB = 162% W.b:B (162% retracement)
33.24: 61.8% Retvacement (1/16L-2/23H)

The April 11, Wave ¢:B low of 33.75 was made precisely within the
ideal target zone of 34,07-33.24 which included alt of the typical price
projections for 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 stocks which are actively traded on the major
exchanges.

Apple computer stock made each significant high on a Dynamic 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.1-3.

4-60
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Netscape stock had a wild ride during its first couple of years. It
dramatically demonstrates the significance of the 78.8% retracement.
The ABC corrective low in March 1996 was made just a few ticks
below the 78.6% retracement. The five-wave high was made in the
price zone where W.5 = 61.8% W.1-3 and the 78.6% retracement.
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AT&T is a widely traded stock, The Waves A and C lows were 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 30% and 78.6% retracements of twa degreas,
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Pennzoil's Aug. 1993 high was made at the coincidence of the 61 8%
and 78.6% retracements of two degrees. The chart on the next page shows
four additional lesser degree price projections at the Aug. high.

abcBourselr, 0 @b cBoursei U5 ) se lehe



http://abcbourse.ir/

Dynamic Price Analysis

nnm-‘-h-u--hin-[h-uil:u Fa D] [T ]
E "L [ 500
gﬁ% 1 gg % 195?1'!. : %!‘15
e g —
5
] o
4 SR
3]
1 i
5
T Legg
1 4
V5 Price Obective: 60317943 | [0
7143 G18% Fal
b BEZN: WA 5= B2% W 1-32 G
£ 6833 70.5% Rat
S0 100% Exp. M. 1
- - - BA.OB: W34 I W3 e
ﬁ&‘ i‘%& wo 8B WA= 1% WA
L M8 F Ty g Hoe, L i
EDE 40 a5

WA ML 1 A5 O ND BFHAMI IR T OGND W
Tom 1 Dec B3 | 082 %2 | HEFAl | Larah | Cagde ]

The box in the chart shows the six price prejections that fell near the
Aug. 1993 high. The chart on the previous page showed the two major
retracement targets. The chart above shows the 100'% Expansion of W.1
and where W.5 = 162% W.4.
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Maybe if I show a great example from a big book seller, they will help
to sell this book.

There were two ideal price targets for a Wave-C low for Barnes and
Noble in mid- 1996, The first target was whete the 50% rctracement fell
near the 100% Alternate Price Projection {W.C=100% W_.A) and the
second where the 61.8% retracement fcll near the 162% Alternate Price
Projection (W.C=161% W_A).

Tie ABC cotrection terminated at the second target.
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Price Overbalance

A prire 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 overbalance is an alert that a larger degree trend
change may be underway.

A price overbalance is not a definitive indication that a farger degree
change-in-trend i3 underway. But, it is an alert signal that thers is more
buying ar selling pressure against the trend than has previously occurred.
If a counter-trend swing exceeds in price range or percentage change the
nrice range or percentage change of all previous counter-trend swings
since the larger degree trend began, it is & signal to be alert to the price
and pattarn pasition of the market for clues to the trend position.

Price overbalance is a lagging indicater, It is only signaled after the
fact. While it is not a trade signal, it is an important reference point 1o alern
the trader to the position of the market.

4-66
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Overbalance Of Price Range

IT. BOWDS

Price bwerbalanca

The raly irfn the htay 23 high evetbelanced in
price &l aftha corective ralliaz since the tan. 4
high sigraling the bearizh rend may be 21 er
naar comphstion.
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From the Jan. 1996 highs, bonds dectined making minor corrective
rallies of approximately three points, The May rally advanced 3-27/32, a
greater rally in price than any since the Jan. high, This was a price
overbalance and signaled more buymmg power was coming into the market
than at any time since the Jan. high. The price overbalance was an alert 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

Prce Owerkslance By Parcantipe Clarga

Tha ApHl - May decine of 5.04% axcasded the
bargazt decline of the Fab. 1994-Apil 1985 rally by
partceriage chanpe tignaling tha magar bull tend
wit probably #t or néar completion.

7
G G g
F o] il lomds ]

BAF M A MJ ] &S OND SEE W AWM JAS OND BT M LM 14 SOMDXEMS
H Fri7 MwS7 | QS92 | HSeE

All price analysis of long term trends should be done by percentage
change as wel) as price range. The largest percentage decline during the
Feb. 1994 to April 1995 rally was 5.05%. The mark declined 8.04% from
the April high to the May low. This was an overbalance of price by
percentage change and signaled the bull rend was probably at or near
completion.

The mark rallied to a high in July and declined 8.69%, another price
overbalance. The bull trend was complete and a major bear trend was just
in the initial stages.

Price overbalance is a lagging indicator, but often valuable as a signal
of an impending or just completed larger degree trend change. While
specific, trading decisions are not made by an overbalance in price signal,
traders are alerted to the larger degres position of a market by a price
overbalance.
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Overbalance Of Price Percentage Change

Pz oo Bl | O %07 | HOOS

Gold had been in a prolonged and wide rading range in 1994-1996.
The largest percentage decline was 7.21% from the Jan. 1994 high to April
1994 low. Tf a percentage decline greater than 7.21% was made, the odds
favored a bear trend and breakout of the wading range to the downside.

A 7.21% decline from the Feb. 1996 high fell at 386.6. In June 1996,
gold declined below 386.6 signaling a bear trend and the probability that
the decline would continue.

The price overbalance shown above at 386.6 1s a 100% Alternate Price
Projection (APP) by percensage change of the Jan. 1994 high to the April
1994 low projected Erom the Feb. 1996 high.
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Dynatnic Price Analysis

Dynamic Price Projections™

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

£ These price projections gre not forecasting that a market will reach
any one prajected price zone. They are simply important symmmeitical,
mathematical relationships of past price swings. Support and
resistance and most trend changes occur at clusters of these projections
in all markets. Therefore, we want to be prepared in advance tor those
price zones that are a chuster of projections. The pattern chapter
described the typical price targets for each wave sequence.

2. Al analysis and trading concerns probability, not certainty, We want
the probabilities on our side. If support and resislance and mosf wend
changes occur at these price clusters, we have a very imponant edge
for our trading strategies. We have a definile piece of informalion to
act upon.

3. If a market trends beyond a projected support or resistarice zone, wore
than fikely it will continue to trend at least into the next projected
support orresistance zone, Trend changes are almost always made at a
coincidence of projected price targets. It follows thai if one is
exceaded, the market will probably continue to the next,

4. Take a holistic approach. Price projections must not be taken out of the
context of the other two dimensions of market activity: time and
pattern analysis. Price is just ane of the three important analysis
factors. As a market approaches the projected price zone, the other (wo
factors will qualify how imnportant that price projection is likely to be.
Traders must be carefu} 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 the whole of the market activity.

4-70
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Review Of The Ratios That Are
The Most Important For Price Projections

Retracemwents
Internal; 38.2% 50% 61.8% 78.6%
External: 127% 162% 200% 28)% 424%

Alternate Price Frojections:
6l.8% 100% 162% 200% 262% 424%

Price Expansions:
61.8% 100% 162% 200% 262% 424%

Be Prepared In Advance

All price projections are calculated in advance. As s00n as a new swing is
made, the price projections are updated. It is a simple matter 1o keep the
price projections updated. If you will do this, you will always be prepared
with & very high degree of confidence for these price zones that have the
highest probability of support, resistance and trend chinge.

The next page shows a summary of the most important wave compari-
sons and price ratios to project the target for each wave.

4-71
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A Summary Of The Most Important Price Projection Ratios By Wave

The ratios in bold occur the most frequently for the particular wave noted.
As a market advances making new swings, more comiparisens are

possible. High probability support and resistance zones are found at price
ZOnes
where several projections fall at or near the same price level.

End of Wave 2 Price Projections
W.2=(332% 50% 61.8% 78.6%) W.1 (Red)

End of Wave 3 Price Projections

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

End of Wave 4 Price Projections

W4 =(100% 162%)W.2 (APP)
W.4=0382% 50% 061.8%)W.3 (Ret)
W.4=(23.6% 2% 50% ©61.3%) W.1-3 (Ret}

End of Wave 5 Price Projections
W.s=(100% 162%)W.] (APP)
W.i=(38.2% 61.8% 100%) W.1-3 (APP}
W.S=(127% 162% W.4 (Ret)
W.3-5=(262% 424%)W.2 (Ret)

End of Wave B Price Projections (ABC zigzag)
WRB=(381% 50% 61.83% 78.6%) W.A (Ret)

End of Wave B Price Projections {ABC irregular)
W.B=(121% 162%)W.A (Ret)

End of Wave C Price Projections

W.C=(61.8% 100% 162%) W.A (APP)
W.C=(162% 262%) W.B (Re)
W.C=(38.2% 50% 61.8% 78.6%) W.l-5 (Ret.)

4-72
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Chapter 5

Dynamic Time Analysis

“The future is a repetition of the past and each market
movement is working out time in relafion (proportion)
to some previous time cycle.”

W._D. Gann

In the Dynamic Time Analysis chapter you

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

« Learn the difference between dynamic and static time
cycles.

» Learn the most irnportant 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 Changes In Advance

Does your technical analysis methods include a time analysis
methodology that will project the high-probability time of trend change,
often to the exact day? Dynamic Time Analysis does just that.
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The previons chapiers taught youn how to analyze the pattern position
of the market by the Elliott Wave Principle to understand if a market was
in a trend or counter-trend position and when to identify the termination
of 2 trend. In the Dynamic Price Analysis chapter you leamed how to
project well in advance the specific price zones for suppoert and resistance
and trend termination.

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

A comprehensive analysis of the whole murket position signals to the
trader the lowest-risk and highest profit potential wrade set-ups. When
time, price and pattern projections coincide, change is just about
inevitable.
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Is the example above unigue? Of course not! Every market provides
frequent low-risk and high profit potential trade set-ups. When you have
mnasterad the Dynamic Time Analysis technigues taught in this chapter,
you will often be prepared diys, even weeks, in advance for the dates
when wrend changes will unfold.

When you integrate dynamic price and pattern analysis with dynamic
time analysis, you will have a comprehensive view of the market position
and the infermation you necd to make high probabilicy trading decisions.
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Dynamic Time Analysis

Market Timing Based On Reality

Before describing the spexuﬁc technicues of change- m-imnd tirne projec-
tion, I will briefly discuss the background of time analysis.

Traditional cycle analysis is based on the concept that time cycles of
buman activity are linear and of fixed periodicity. This concept is derived
from two concepts that attempt to relate the cycles of the financial and
commodity markets to linear, fixed-periodicity cycles.

Calendar Cycles

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 precisely defined and predictive of fixed-periodicity and serve
us well for record keeping purposes and acourately reflect the seasonal
and agricnltural growth cycles, They seem to imply that events progress
in regular fixed periods.

Physical 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 be irregular, they are composites of many individual, fixed
length cycles. These cycles are a reaction to a physical phenomena, not
a result of an internal growth process.

These calendar and physical cycles are easy to understand and
observe. They appeal to the analytical type with a highly developed left
brain who wanis everything to easily work out in mathematical precision
and prediction. It is a mistake to believe that the cycles of human nature
alse unfold in periods of fixed periodicity. All freely traded markets are
driven by mass psychology - periods of optimism and pessimism of the
groups of participants. The social cycles of mass psychology are not of the
same najure as the physical and calendar cycles. Mass psychologicat
cycles unfold in 2 dymamic process of growth by cycles that are not of
fixed length periodi-city but are continually expanding and contracting in
felationship to prior cycles.

Cycles of fixed length periodicity are called static cycles as they
imply that the same cycle or condition will endlessly repeat over time.,
Static cycles imply change, but not growth. Static cycles imply that a
previous condition will continuously repeat at predictable fixed periods.
Static cycles are represented geometrically by a circle,

Dynamic cycles represent growth, evolution and expansion. They
epresent a repetition of the process, and the process will be connected to

54
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the past but ot duplicate the past. As we shall see, dynamic cycles imply
that conditions will repeat in relation to prior cycles by dynamic, growth
propertions, not static, fixed repetition. Dynamic cycles are tepresented
geometricaliy by & spiral. A spiral is a circle that is evelving and
expanding.

The Theory Behind Static Cycles

So-called component cycles (individua?, fixed-length cycles) are combined
into a composite cycle (the summation of the underlying companent
¢ycles) in an attempt to mirror the past time activity and project the time
activity of the future, If time cveles of hurnan activity, inchiding financial
market activity, were a composition or summation of cotmponent ¢ycles of
fixed-length periodicity, a composite cycle that would mirror the past and
accurately project time of change into the future would be possible if al!
component cycles and their proper phasing were imown.

After decades of sophisticated research from this perspective,
including massive cotnputer power and millions of research dollars,
consistently, reliable future projections of time activity have not been
achieved by summing alleged, fixed-length component cycles into a
composite cycle! How is this possible? Why hasn't this problem or
challenge been solved? Is it the failure to identify all underlying,
component cycles and their proper phasing? [ don't think so.

The problem has not been solved because the sotution is attempited
from a belief in a concept that does not exist in the reality of time and
growth process of human psychology. Time is not linear, but multidimen-
sional and non-linear. Time does not unfold in linear eycles of fixed-
length periodicity. Time unfolds in evolving, growth cycles of dynamic
PIoportion.

All methods of time analysis of the price activity of the financial and
commodity markets that assnme that cycles of fixed-periodicity are the
underlying cause of market cycles have consistently failed with one
exception. The history of “cycle” analysis of the fnancial 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 spccess,

The exception to this condemnation of fixed-length cycles is chat
markets often exhibit a temporary thythrn of relatively fixed-length, short-
ferm cycles. They are teraparary in that they usually ate evident for only g
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
becauss they usually are only a few days to a few weeks in 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 dees not sponsor stasis or regression. Everything in the uni-
verse is constantly evolving, expanding, growing, Time cycles of mass
psychology, including those related to the financial markets, are related
to evolving, dynamic ratios of prowth, not static, fixed penod divisions.

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

Ratio and propertion are important concepts from antiguity, Markers
evolve in proportion to past time eycles by dynamic growth ratios.

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

The current position of a market is related to its past cendition, as no
effect is withont a cause. The current position of a market is related 1o its
past position by dynamic, growth cycles, not by static, fixed cycles.
Current cycles are in dynamic proportion or ratio to prior cycles. The
most important series of dynamic ratios, known as the Fibonacci ratios,
are those related o the Divine Proportion, 1.618.

Waves of similar degree will relate in dynamic proportions in time just
a5 they do in price. This does not just mean that one cyele is only related
tC one past ¢ycle, but that any one cycle should be related by most, if not
all, prior cycles of waves of similar degree. As a market unfolds, it will
weave a dynamic web of time and price propertion just as any one of the
three dimensional, regular polyhedra (Platonic solids) weave a dynamic
preportion of space between edges, sides and vertices,

Ideally, we wonld know the cause of cyclic activity in human affairs
which should then allow 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 else that I'm awars off While the study of such fields
a% chaos, non-linear dynamic, geemetric growth pattermns and other related
subjects provide greater understanding and insight into the unique nature
of time and growth processes, they have not yet provided a specific
AnSwWet
as 1o what is the cause.
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From the standpoint of trading, cause is not particulardy 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 are consistent
relationships that allow for some degree of predictability of the future.

We develop a model of how things wark which prevides a basis for under-
standing how the process unfolds and a guide for the application of certain
projection techmiques.

I have discovered from the study of past historical data that attempting
to relate market cycles to composite cycles which are a summation of
fixed-length, component cycles simply does not work to a reliable degres.
This suggests that the model of relating financial cycles to composite,
physical cycles is not correct.

I have found that the majority of trend changes occur when several
past cycles are related at or near a single point in time by the same
dynamic cycles (ratios) that are found in other natural growth processes.
The best model for this is the geomeiric growth processes that are found
in crystal structures which grow in the same geometric relationships found
in the regular polyhedra.

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

T'would strongly encourage all traders to pursne the study of geometric
solids and growth as well as chaos, non-linearity and multi-dimensional
time. You will gain 2 greater understanding of how markets unfold and
may even discover the cause. But, be very careful' Such a study can
become an obsession, and yon can easily lose sight of the goal which is
Trading Prefits. We can discover all we need to know for trading from
a study of effects (historical data) and save the intellectual pursuits for our
free time.
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Projecting The Time Of Trend Change

For most traders, time is the most difficult dimension of market activity
to anticipate. Yet, time 15 & critical factor in our market analysis. If we are
able to enter and exit a trade at the right time, we are able to take all the
gain or profit that is available from any market movement regardless of
the extent of the price move. That is the best that can be done.

W. D. Gann recognized the importance of time cycles or the time
factor as he called it for trading analysis. As with price, he recognized that
a market unfolds in propartion to prior cycles, just as a crystalline
structure unfelds in well defined, predictable siructure and propottion.
Unfortunately, Mr. Gann once again did not describe which proportion
{ratio} or which previous time cycle a current market is “working out in
rzlation te.”

Price and time are the effects of the same cause. Time = Price or as
W. D). Gann satd: "When titne and price square, change is inevitable."

A well accepted and implemented method of price projection in
market analysis is to use the Fibonacci, dynamic, growth ratios of 382,
618, 1.618, etc. Yet, the same analysts will use siatic, fixed length and
equal division ratios for time anatysis. This reflects a lack of under-
standing of the equality of time and 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
technigues wsed for price unalysis should be applicable to time
analysis.

There are two methods of dynamic time analysis: Time Cycle Ratios
and Time Rhythm Zones, Each complements the other. Time Rhythm
Zones projects a broad period with 2 very high probability of trend
change, Time Cycle Ratio projections are very narrow time zones of just
a few days from where most trend changes take place. When the Time
Cycle Ratio period coincides with the Time Rhythm Zone period, the
odds increase for trend change.

Each of the two methods are dynamic in that they adjust for recent
market activity. Each method is a leading indicator in that the time

projections are made well in advance in the same manner as the price
projections,
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Time Cycle Raties™ .

Prior time cycles are proportioned and extended forward in time in the
same manner as price cyeles are proportioned for retracement, altermate
cycle and extension. The general term 1 use for this method of time
analysis is Time Cycle Ratios™ (TCR).

The time of change will ocour at a "cluster” of important ratio relation-
ships of past cycles all falling within a narrow time zone, usually of 2-5
days, with intermediate 1erm swings and often as little as 2-5 hours with
short-term swings. I call these projected time clusters a Projected Turnin E
Point Pericd™ (PTPP). Projected Turning Point Periods should be viewad
as periods of change when energy enters or exits the system (market). If
the market is in balance (consolidation, trading range), price will
frequently begin a hreak-out of the trading range at a Projected Turning
Peint Period {energy entering a balanced system). If a market is trending
into 4 PTPP, a trend reversal is likely.

Projected Turmning Point Periods should be considered in the same
manner as projected prics zones. Each represents a high probability zone
of support or resistance. PTPPs are time support or resistance zanes.

Time Cycle Ratio™ Projections

Time prajections are done in exactly the same manner as price projections.
A prior time eycie is proportioned and projected forward from the end of
the cycle or from an alternate cycle pivot just as we do with price. It is
important that traders learn the terminology and labels for the time
projections in order to be able to quickly recognized what is being
described on the charts and time projection reports,

The time between any pair of pivots can he measured, proportioned
and projections made. However, there are a few swing relationships in
time that are the most important for projecting future dates with a high
probability of trend change. First, I will describe the individual TCR
methods, We will then see how they are combined to project future time
zones called Projected Turning Point Periods™ that have a high
prebability of wrend change.
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Time Reiracerments (TR)

A Time Retracement is the same as a price retracement. It is the amount of
time that a market moves counter 1o the prior trend. As a market advances
or declines, there will be more than one prior swing exirems from where
to measure time retracements. [n other words, we will have two or more
degrees of retracement to consider.

Time Refracement ratios are similar 1o those used for Price
Retracements: Note that 78.6%, a ratio that ig very important for
price retracements, is usually 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 time 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
potential perieds for a low.

Time Retracements
50% and 62% Time Retracemenl of the AR swing
B
\ 0% 2% S0 62%
A
| | | L,
Times Range of Price 3wing Time Ran/: o
Projected Forward
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Time Retracements

Most markets make corrective highs or 1ows at or very near time retrace-
ments in the same manner as the highs and lows are made at or very ncar
price retracements. The March 2, 1994 low in gold was made just one day
prior to the 30% retracement in time of the rally from the Sept. 13, 1993 low
ta Jan. 5, 1994 high. The April 22 low was made one week prior to the
100% time retracement.

The chart below appears 1o have many days with no bars. It is a calendar
day chart which includes spaces for all non-trading.
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How The TCRs Are Labeled On The Chart

TCR (Time Cycle Ratio) projections invalve two or three pivots. The time
pericd between two pivots is proportioned and the projections are made
from the second poinl. The TCR label i3 always placed at the second date
from where the projections are made. In the illustration above, the time
period from the Sept. 13 low to the Jan. 5 high is multiplied by 50% and
100% and the product is counted forward from the second date, Jan. 5. You
can se¢ the TCR label below the Jan. 5 date which indicates the projection
was made from Jan. 5.

Alternate Time Cycle Ratio projections involve three pivots. They will
be described and iliustrated later in the chapter.
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Calendsr Days Verses Trading Days

There wiil 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
Cycle Ratios by trading and calendar day counts. The TD and CD time
retracements are only one day different in each case.

913/91.1/5/94 S0% Projected Date
T8 TD J2TD March 2
114 CD STCD March 3

The 50% time retracement is only one day different whether counting
forward 39 trading days or 57 calendar days from Jan. 5, 1994, The ratio
of trading days to calendar days of any time period will be about 70% or
5f1. 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 days for the most accurate results.

5-12

apcBourselrr S @obCBourselirt) s sele2)e



http://abcbourse.ir/

Dynamic Trader - Chapter 5

sl LU I FE B L B

Flln__Yirw ﬂupurh Tuuls _Options  Window i

g
WH g
'L-F'ZII

T3
LEn O

Vi
M

) 5 @ I7]

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% time retracement. Every high or low in every market will not
be made right on a time retracement date, But, like price retracements,
most significant trend changes will be made at or very near a time
retracement.
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The Nov. 22 Jow was made dead on the 61.8% time retracement
of the Oct. 9 low to Jan. 31 high (DJLA close-only data). Note that
Nav. 22 was a higher low than the one made in April. This is an
example of a trading range terminating at a TCR projection.

5-14
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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.
The rally that followed made a top on Oct. 23, one trading day after

the 61.8% time retracement,

5-15
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Time Retracements
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The decline from the Oet. 25 high stopped one trading day prior to
the 30% time retracement. The slightly higher low was made a1 the 61.8%
time retracement which was followed by a sharp advance.

apcBourselrr o @abCBoursel TRt i) se e N iel



http://abcbourse.ir/

Ihvmamiic Trader - Chapter 5

£ Dnamic Trade - 615X Time Aabacenan - RAPANESE YTEN JT96 D]

5 ;
T

H o [E] F L] ] ] d 4 L 5

[ riocsy TomM [ R | Lms T cwiy |04

The counter trend low was made just three trading days afier the
&1.8% time retracement.
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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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Dynamic Time Analysis

Alternate Time Projection (ATP}

Alternate Timne Projections are calcnlated in the same manner as Alternate
Price Projections. In the case of ATPs, the time range of trend swings are
compared with prier trend swings and the time range of counter-trend
swings are compared with prior counter-trend swings.

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

38.2%, 30%, 61.8%, 10%, 162%, 200%, 262%, 424%.

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

Alternate Time Prajections
The 62% ATP from the prior swing

Time Range of Pricr
Alcernate Swing
Projected Forwand
From The Beginning
62% CH The Maw Trend
4
'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 alternate swing from pivot #3 to #4 is measured,
proporticned and prajected from the current pivot #0.

Alternate Time Projection
The 62% ATE from the secomd swing back {ATP.2)

Time Range of Second
Alternate Swing Projected
Forward From The Beginning
Of The New Trend Swing.

4 ﬁil".%
Time Range of Second
Alizrnate Swing

The chart examples on the following pages will illustrate many
variations of the Alternate Time Projections, The important factor 10 keep
in mind is that time projections are made in the same manner as the 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 rally from the March 10 low to the May 28 high ix
proportioned and projected from the next low of June 14. In these chart
examples, the ATP label (Alternate Time Projection) is always shown at
the pivot from where the projections are made. The Ang. 2 high was
made just one day prior to the 61.8% ATP. The Sept. 13 low was made
dead on the 100% ATP where the titne range of wave C equaled the time
range of wave A,

It should be clear from this chart how the Alternate Time Projection
methed is the same as the Alternate Price Projection. The number and
letter labeling above are Elliott Wave counts. A typical relationship of a
wave 3 price range is 61.8% of the price range of waves 1 through 3. In
the case above, the wave § time range was 61.8% of the time range of
waves | 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. This was also true of time for the Sept. 13 low in gold
showm above.
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The three bear-trend, gold swings shown in the chart above are each
related 1o each other by dynamic ratios. Aug. 14, 1994 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, the final low was made that 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 a few time periods of one of the major ATP ratios,
Alternate time projections are always viewed within the context of other
time factors. As we will see in later examples, the more time projections
that fall within a period, the greater the probability a trend change will be
made.
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i Alternate Time Projections
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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 probahly be made at or
: near an ATP.
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Alternste Time Projections
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The March 16 high was made one trading day after the 100% ATP.
Tke June/July tops were made within a couple days of the 100% and
162% ATPs.
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Alternate Time Projections
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The S&P made a low just two trading days after the 100% Alternate
Time Projection. Trading range or consolidation periods often make highs
and lows at or very near [00% ATPs,

The chart shove is a close-only chart. If a market becomes very
volatile with wide range dayy near trend changes, all analysig should be
considered from close-only data as well as daily range data.

Note that 2 low was made in early March that was slightly below the
April 10 low. While March made 2 slightly lower-low than April, the
April 10 low completed the corrective period. It was from April 10 that
the new bull trend began the rally to a new high,
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Alternate Time Projections
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The C wave of this ABC rally was exactly equal to the nomber of
trading days of the A wave.
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The wave 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 pivats. The
following pages illustrate many ather 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
rading days before the 61.8% high-high Time Cycle Ratio prejection of
the Sept. 28 high to Jan. 23 high,

5-26
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Time Cycle Ratio Projections: Low-to-Low

The Aug. 12 low was made just one day following the 162% TCR
projection of the Marck 10 to May 11 lows.

High-to-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 petiods.
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Time Cycle Ratio Projections: Low-to-Low
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The Oct. 17 low was rade within one day of the 61.8% cycle
projection of the prior twe lows.
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The June 5 and July 26 lows were each made at TCRs of the
prior two lows.

5.28
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Time Cycle Ratio Projections: Low-to-Low
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Each of the minor lows during this period for the British Found
were made at TCRs of the prior two lows. Traditional “cycle” analysts
contimue to perpetuate the myth that low-to-low “cycles” are repetitive
and fixed pericd. We can see the low-to-low cycles are mere frequently
dynamic propartions 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 a few trading days the
61.8% TCR of the prior two highs, The early Feb. high only lasted about
a week. The Dec. 27 and March 29 highs were followed by intermediate
declines to new lows.

5-30
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Time Cycle Ratio Projections: Low-to-Low
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The Aug. 22 low was made at the 50% TCR of the prior Dual Cycle
or double low-to-low period. This low was also at the §1.8% 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 Cycle
{1/4L-3/1L-4/8L).

The chart above shows three of the TCRs that coincided at the June 27
low. The 100% Alternate Time Projections (5/20H-6/4L prejected from
the 7/9H}, the 50% Dual Cycle Projection (3/1L-6/4L) and the 50% Time
Retracement [6/4L-7/9H),

Most significant highs and lows ars made ar the eoincidence of several
TCRs,

5-32
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Time Cycle Ratio Projections
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All of the lows during this unusually prolonged trading range
period for the: Japanese Yen were related by proportions of one and its
even divisions and multiples. The Feb. 9, 1996 low was made a1 the
200% TCR of the prier Cycle (L-L). The hiiy 5 low was made at the
100% TCR of the Dual Cycle. A Dual Cycle is three consecutive lows
or two consecutive low-to-low cycles. In this case, the Dual Cycle was
from the Sept, 15, 1995 iow to the Nav. 2, 1995 low to the Feb, 9.
1996 low (L-L-L).

The June 12 low was made at the |00% TCR of the prior Cycle
(L-L). The next low on July 12 was made on the 50% TCR of the prior
Cycle (L-L). The April 11 low was made at the 61.8% TCR of the
prior Cycle, This projection is not iflustrated in the chart above, but
You can see that 62CDs is 61.8% of 99 Ds.

Ali of the distinct pivot lows during the period shown above are
linked to prior cycles and dual cycles.
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Alternate Time Projection Variation
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This TCR has taken the period from a low-to-low and projected from
the intervening high. This is another form of the Alternate Time Projection
where 2 period between two pivots is projected from s third pivet.

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

Remember that the date with the ATP labet is the date the projection
is made from. In the charl above, the ATP label is just above the April
26 date. The initial time period measured is from April 11, 1996 to May
8, 1996, This period is projecied (rom 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 $ for a projected date of June 21. The next low

fell just one day earlicr on June 20
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Time Cycle Ratioe In The Stock Market
Like all factors of Dynamic Trading, Dynamic Time Analysis works in all
actively traded rnarkets, '
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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 the time range of Wave-A. The Dec. 7 low at the
61.8% ATP coincided with the 61.8% Alternate Price Projection.

There is a very high probability of irend change in 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, it is a very high
probability trend reversal set-up.

30
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Barnes and Noble Makes Important Low at the Coincidence of Time,
Price and Patiern

I'm still hoping for a big push by Barnes und Noble for my book so let's
take a look at another example of their stock.

This chart is a perfect 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% price retracement. Note how the Jan.
3, 1996 to May 23, 1996 raily was an ideal five-wave sequence and the
May-July decline was a perfect ABC correction into time and price
SUpport.
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Is every important high and low made at the ideal coincidence of
projected time, price and pattern? Of ¢ourse not. But many are. The
trader’s job is to keep alert and be prepared and identify the best
opportunities as they are unfoiding.

Trading is not about forecasting the future. Trading is not ahout
having an opinion of the position of every market all of the time. Trading
is about recognizing and takiag action on high-probability/low-capitai-
exposure opportunities. If you approach trading from any other
perspective, it will only become a very costly hobby, not a profitable
business,
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Treand Yibration™

The Trend Vibration (TV} tmethod of time projection uses the concept of .
Time Cycle Ratio projections but in a unique manner, Trend Vibration
time prajections assume that the imitial lhrust and counter-trend of
market trend often provides the time range that projects subsequent highs
and lows within the ensuing trend.
Imtaal thrust and coanter-trend 1s another way of saving cycle. Cycle is
anether way of saving vikration, [n Elliott wave terms, waves one through
two iz the initial vibration of a tive-wave, impulsc-trend. More impor-
rantly, the final pivol of the trend should be made on 4 proportion ol the
initial “vibraton,”
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The initial “vibration™ of the hond trend that began in ealy Nov, of
1994 lasted from the Nov, 7 low to the Jan. 25 low. Note that the Deg, 28
high was made at the 018 division of the initial low-10-low cycle or
vibration.

The subsequent TCRs of the initial low-10-low cyele are shown in the
chart above. The March 16 high was made onc day following the 618
TOR, the April 19 Jow three trading days alter the 100% TCR and the
lune 2 top precisely at the 1.61¥ TUR of the initiad vibration, The general
rhythm of the trend was reluted to the initial vibration. More importantly,
the trond lerminated right on & TCR of rhe mitial vibration.
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Trend Vibration
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The initial vibration from the Aug. 15 low projected buth the first and
final top of the rally that completed on Jan. 19. The Dec. 6 top was made
precisely on the 162% TCR of the initial vibration and the final top of Jan.
19 was made just one day after the 262% TCR.

The initial high of Sept. 14 was made near the .618 division of the
initial vibration. If the initial high is made near the 50% or 62% division
of the initiaf vibration, there is a greater chance that the trend will
progress in dynarnic proportion to the initial vibration and the frend will
termmate on a dynamic proportion,
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Trend ¥ibration
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The initial vibration set up the rhythm of the trend into the Jan, 5 high.
A high was mude at the 162% TCR of the initial vibration and the low of
Nov. 29 was made one day prior to the 262% TCR. The final top on Jan. 5
was made one day prior to the 424% TCR of the initial vibration.
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Woulda't it be nice if every trend vibrated to the initial thythin and
completed dead-on a dynamic TCR of the initial vibration? If this were the
case, we wouldn't need any other analysis techniques or trading strategies.
Unfortanately, it's not that simple. Fortunately, the market will Jet us

~ know in advance if a trend is “vibraiing” and if it should make the final
top at a projected TCR of the jmitial vibration.

T’ve shown a dynarmic 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-low vibration and the June 24,
1994 to Dec. . 1994 low-to-low vibration. Nong of the minor highs and
lows during the consistent bull wend were made at the TCRs from either
of these two potential initial vibrations.

Since the S&P bull trend does not appear to be consistently vibrating
to the initial vibration, we cannot have a high degree of confidence that the
final top of the bull trend begun in April 994 will be made on & TCR of
the initial vibration.
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Trend Yibration
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All of the runor highs and lows of the bear trend in the yen woere made
wilhin one or two trading days of a Trend Vibration of either the initial
vibrution {April 18 high (o May 26 high) or the subsequent vibration
(May 26 high to Junc 27 high} just prior to the beginning ol the consistent
beat trend.

The Sept. 15 low was made just two trading days prior o the 262% TCR
of the second high-to-high while the double boltom of Nov. 2 was made just
one day prior to the 424% TCR of the initial vibraticn.
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Trend Vibration
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The final wave 5 Jow was made just three trading days after 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 decision should never be made solely 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 time prajections of the ermination of a
trend if the market has been trending in rhythm to the initial vibration,

Note that the Wave- | low was made near the 618 division of the
mitial high-to-high vibration. This s gnaled carly on that the trend would

have a high probability of vibrating to the initial vibration,
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Time Counts

Time counts are calendar day or trading day counts from 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's time
counts such as the squares of 90, 144, 360, ctc.

What do we mean by the “square” of a number? A square of & mumber
is simply the series of divisions and multiples of that number, For in-
stance, the series of numbers of the “Square of 144™ include 38, 72, 108,
144, 180, ete., Each of these numbers are multiples of 36 which is % of
144,

Sotne markets make trend changes at a particular series of numbers
more frequently than othets. 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 1447 or at divisions and multiples of 90 and 144 such as 30, 60, 72,
90, 144. ]t is a simple matier to research past trend change dates for any
market and discover if particular calendar day or trading day counts are
frequently repeated. If they are, those time counts should be considerad
for that particular market.

Anniversary Dates

Markets often make a trend change at or very near the date of prior trend
changes. Sometimes it is uncanny. Anyone who wilf look at a long history
of any market will find how often trend changes unfald exactly on or
within one or two days of trend changes in past years.

By keeping the swing file for 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 file in the proper order for an anniversary date
file,

While many trend changes fail at or within a day or two of
these ime counts and anniversary dates, Time Cycle Ratio
projections are far move important. Titne counts and anniversary
dates should only be wsed as confinming factors for Projected
Turning Point Periods.

The following page includes a table with the most useful time counts
and anniversary date perieds.
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Time Counts and

Annlversary Dmtes Table

These counts could be carvied oul
indefinitely, but the looper term
counts are less etfective than those
relative to intermediate degrec
trends, The counts in bald tend o he
the mnoet important for that series.
The anniversary dates are through
year twelve,

Sq.90 Sq. 148 Anniversary
Dates

30 36 365
g0 72 730
S0 108 1086
120 144 1481
150 180 1828
180 2191

252 2857
240 288 2823

324 3287
200 asn 3852
330 396 4018
360 432 4383
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Almost every intermediate high and low shown above was made at or very
near ore or more Fib calendar day counts from a prior high or low, Time
counts are supplementary time factors to the TCR projections.
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Time Counts

The following two daily charts of the Deutsche Mark show how almost
every pivot high and low was made within two calendar days of cither a
Fib or Square-of-90 count. Currency traders who do not remain aware of

the dates of these counts are missing out on the value of a very reliable
time projection technique.
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Time Counts

Bonds usually make at least an intermediate degree trend change within
1-3 calendar and trading days of a Fib count. The two charts below show
severl intermediate and major trend changes that fell on or near the 55,

144 and 233 counts. Bond traders should always have the Fib CD and TD
projections up to date.

(dam ) g
TD

CHEH - T o k|
d A E QN D BT M LMY kSO WD BEF N AN

A2 OMDMBEMWA
—H11'.’31 L111'H[c112’35] “30

Dimambss Trader - TIME COLNTS - [T. ROWDS

D e,
thv 0 Teugw

] B

Tos TLAESE 1610817 H RS [LIDKH . c 1003 | -1:4

apcBourselrr S @obCBourselirt) s sele2)e -


http://abcbourse.ir/

Dynamic Time Analysis

Time Counts
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Each of the significant highs and lows during this consclidation
period for the S&P were made on or within 2 couple days of a 72 or
144 calendar or trading day count. This is not coincidence, The S&P is
not a random market, Every trend change in the S&P will not be made
on a 144 or Fib time count but many, if no1 most, will be. If youare &
stock market investor or trader do you think it is worth your while to
keep these counts up-to-date?

Trading decisions should not be made by time counts alene. Time
counts are considered in relation to the Time Cycle Ratio projections.
W. D. Gann has taught us to “use all of the tools, all of the time.” By
keeping all time analysis factors up-to<late, the periods with a high
coincidence of several time factors will stand out.

5-48
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The DILA began a consistent, record breaking bull trend from
the Nov. 1994 low, Minor reactions were made at the 55 and 89
calendar day counts from the low. The trend made a tap
followed by the largest thru Sept. 1995 just one trading day
following the 233 calendar day count from the low.
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The stock market often completes sharp declines on or near a
35 calendar day count, Do you know the date of the most famous
a3-CD, panic decline?
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Time Counts
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Who can forget the Ang. 25, 1987 to Oct. 20, 1987 panic decline?
The Oct. 20 low was made 56 calendar days from the Aug. 25 top. The
closing low on Oct. 1% was 35 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 similarity.

Individual markets and securities will often have their own peculiar
timing factors that will anly be revealed to the dedicated analyst that
takes the time ro become thoroughly familiar with each market he or
she intends to trade or invest. Let the system junkies continue their
itlusive and fruitless quest 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 ¢ become thoroughly familiar
with the details of market history, Take the time to gain the knowledge,
and your efforts will be rewarded.

3-30
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Annlversary Dates
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At the beginning of every month, the anniversary date file should
be reviewed for potential dates of trend change dunng the month. The
above swing file includes all pivot reversals that were followed by a
minjrnumn of
a 3% price reversal that lasted at least 21 days.

The graph above the table totals the swing pivots for the 15 year
peried from June 1981 through Sept. 1996, Note that Aug. is by far the
moast frequent month for bond trend change. In the 15 year period, only
one trend reversal ot 3% or more in price has been made in Dec, The
odds favor a continwation of a bond trend through Dec. each vear with
enly minor (less than 5%} price reversals. During this 15 year period,
all trend changes made in Jan. have been highs. If bonds are declining
into Jan., the odds strongly favor a continuation of the decline without
a 5% or greater price reversal.

Simple statistical record keeping such 3s anniversary dates will
provide a wealth of information and is critical timing infarmation to
complement the Time Cycle Ratios and Time Counts,
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Short-Term, Fixed-Length Time Cycles

Having spent a good ameunt of time at the beginning of this time analysis
chapter warning against the vse of traditicnal fixed-length cycle analysig, I
will now describe the limited conditions when fixed-lengih cycles are
evident in market activity and how they may be nsed to understand the
position of the market and contribute to the trading decision,

Occasionalty, a market will fall into a thythm of relatively short-term,
fixed-length cycles. We will not know in advance if a relatively consistent
rhythm will be established. The rhythrn will only be evident after it has
made several complete cycles or repetitions. If a rhythm is established,
how do we use it to atd in our trading decision?

The time targets for trend changes will complement the dynamic
titne factors. If a trend change target of an established short-term rhythm
coincides with a Projected Turning Point Period of dynamic time
projections, the probabilities increase for trend change.

When the rhythm is broken, it is a signal that the market condition is
changing. If the thythm was established in a trading range, the market is
probably breaking away from the trading range and in the initial stages of
& trend when the thythm is broken. I the thythm was established in a
trending market, the trend is probably at or near completion when the
rhythn is broken.

Markets do not often establish relatively short-term rhythms of fixed-
length periodicity, but, when they do, they provide an additional signal
of when to prepare for minor highs and lows as well as a signal of trend
change,

5-52
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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, it is a signal that a new trend is
developing.

If the mark rallied beyond a nine Lrading day count from high-to-tigh,
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 2 bear trend breakout is probably developing. [n the
situation above, the mark made a new low seven mading days after the
Ang. 1 high signaiing a breakout into a bear trend should be unfolding.
That is exactly whar took place.

All of the timing factors we have discussed 5o far are leading indica-
#ors that project potential trend change in advance. The break-away from
an established short-term cycle thythm is a fagging indicator in that
itis only after the established rhythm is viclated that the signal is made.
However, it is still a valuable piece of information. The new trend swing
should be of the same degree or greater #s the trend swing just prior ta the
established rhythm.

Traders may also use an established time rhythm 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. 1993 through early Sept. 1996, the Japanese Yen had been
in one of the longest non-trending periods in the history of yen futures
trading. This period also developed a very 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 made just 24 CDs from the
prior high which is the first 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) is a time target
for a Jow if the rhythm continues. If the yen makes a low prior to Sept. 10
and subsequently exceeds the July 31 high, it is a song signal the bear
trend 1s complete. If the yen makes new lows from the July 31 high after
Sept. 14, it 1s & strong signal that the major bear trend will continue and
probably accelerate the decline.

Established short-term cycle rhythims not only provide a target for
when a trend change is likely, but, more impertantly, provide the timing
cenditions that will help signal a new trend direction.
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Time Overbalance

A fime overbalance 15 the same as a price overbalance except a time range
is used instead of a price range. A time overbalance is when the time of a
cortection exceads the time of the prior corrsctions, A time overbalance is
an alert that the larger degree trend change may be underway. Time
overbalance is similar 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 overbalance, a time overbalance is not a definitive
indicatian that the larger degree change in trend is underway. But, it is an
mlert signal that there is more buying or selling pressure against the trend
than has previously occurred. If a counter-trend swing exceeds the time of
all previous counter-trend swings since the larger degres trend bagan, it is
a signal to be alert to the price and pattern position of the market for clues
- ta the trend position.
' Time overbalance is a lagging indicator. It is only signaled after the
- fact. While it is not a trade signal, it is an important reference point to alert
the trader to the position of the market.
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Time Overbalance
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! Gold began a basing or accumulation period in early Aug. that ran

i through Oct. The minor rallies lasted 6-10 trading days. A rally that
exceeded 10 trading days wounld be a signal that the larger degree trend
shouvld be turning bullish. From ihe Ocl. 19 low, gold made a 16 trading
day rally that exceeded the prior minor highs. The new price high and
time overbalance signaled an important low may have been made and
gold may in the initial stages of a bull wend which is exactly what
happened.

When a time overbalance signal is considered in relationship to the

position of the market, it may be a criical factor to signal a new trend is
in the early stages.
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Time Overbalance
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The mark made 12-15 trading day reactions against the bear trend.
Frorm the May 28 low, the mark has rallied greater than 15 trading days
signaling a larger degree low may be in place. However, the rally from
the May low is compesed of two minor rallies of 15 and 18 TDs and not
a consistent new trend. This is not a strong signal as the recent minor
ralties would fit in nicely with an ABC comection of larger degree.

Kezp in mind that a time overbalance signal must be considered
within the context of the position of the market.

abcBourselir S @0bCBoUrseYi T k) selfe e



http://abcbourse.ir/

Dynamic Time Analysis

Time Overbalance
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Has the S&F made a major top in May 19967 A decline greater than 42
trading days will be a strong time overbalance signal that & major change in
rend has been made. A bullish trend signal 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 Dynami¢ Treder Software program that is used to make the
illustrative charts for this book includes several routines that actomate the
time projection analysis process. One of the routines, the Dynamic Time
Projection Report, makes all of the most important TCR projections
including the Time Retracements and Alternate Time Projections as well
a5 the Calendar Day and Trading Day counts. These 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 Tuming Point Periods (PTPP) had 4
¢luster of Dynamic Time Projections and the greatest probability of
making a tep. These two PTPPs were Dec. 1-3 or Jan. 2-6. Some of the
iime projections are shown on the chart below.

JUTE: Prof From A4S Low

Woec 3 Jan 0 [ Q2w [HIXHE [Lrarae oo L' el B

The final top was made Jan. 4, 1996, right in the Jan_2-6 projection
for 4 high. The Dynamic Trader Software allows the user to customize the
Dynamic Time Projection routine to include any chosen ratio and swing
compatison in order to provide maximum flexibility of time analysis.

While a properly programmed software program should make any
routine quicker, easier and more accurate, keep in mind I originally did
ail of these time projections with a calculator and then gradnated o a
spreadsheet for several 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 was just as useful. There
i no excuse not to have the necessary decision making information at
hand.
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Dynamic Time Projections™

As you can now see, Lhese Dypamic Time Projection targets are projecred
in the sarme manner as the price projection targets, Instead of poce ranges,
we dre proporlioning and projecting time ranges. Instead of looking for
these nurrow price zones that include several price projeclions, we are
lockinyg for thase narrow time zones that inchude several time projections.

Thave been doing these time projections, which T cull Projected
Tuming Point Periods, since I first began publishing a newsletter advisory
service in 1986, Needless to say, the methodology has been refined and
the accuracy of the projections has gotlen betier and berter over the years.
[ voce took a three vear period of published projections and found that
89% of ihe intermediate term rend changes in the markets T followed in
the advisory service camc withun one trading day of a Projected Turning
Poinl Period. The Projected Turning Point Periods were generally -3
tradings duys each,

Do not have doubts as to the cffectiveness of these rime projecrions,
Projecting periods of change by this Dynumic Time Projection method-
ology oul-perfomms any other time or cycle analysis method, period! 1I°1t
be glad to tetract that statement 1f proven wreng, but [ve followed every
pubiished financial cycle analysis publication tor the past ten years and
none has come close (o Lhe uceuracy and practical application of Dynarmic
Time Frojections. If you keep vour rtme analysis ap-to-date, you 100 will
have a great cdge over the rest of the trading and investng pack!

There are four imporiant fuctors to keep in mind when projecling
Dynamic Time Targets:

1. These Dyneonic Tome Projections are not forecasting thar a market will
make o trend change at one particular time profection perind. These
future periods are sunply periods where several past cveles will be in
propoction in the futnge, These are periods that have a high probabtlity
of trend change it a market trends into the period and if the other
dimensions of market activity. price and paliern mdicate change ar the
same tme. The Projected Turning Poimt Perieds showld be comsidered
in the same manner as price support and resistance zonc, cxcept they
are time support and resistances.

The next section in this chapter will describe a simple time
analysis mnethod called Time Rhythm Zones that will project the
prabable minimum and maximum periods of trend and counter-trend
SWinigs.
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2. If a market trends beyond a Projecied Turning Point Period, more than
likely ir will continue ro trend ai least into the next PTPP. This follows
the assumption which has been proven out by historical studies of past
market activity that trend changes wil) almost always be made within a
PTPP.

3. Time projections must not be taken out of the context af the other two
dimensions of market activity, price and pattern analysis. Time is just
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 marke! activity. The
value of the type of market analysis and trading strategies taught in
this book is that we look at the whole of the market activity.

4. All analysis and trading concerns probability, not certainty. We want
the probabilities on our side. If most 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 The Most Important Time Ratios and
Time Counts By Method

Time Retracements (TR)
IBE 50% 62% 100% 162% 200% 262%

»
Alternate Tim< Projections (ATP)
38% D% 62% 10% 162% 200% 262% 424%

Trend Yibration (TV)
62% 100% 162% 200% 262% 424%

Time Couats (TC)

Fib: 21, 34, 55, 89, 144, 233
Also see Time Count section for 2 table of the complete Fib. list plus
Squares of 90 and 144 and anniversary dates.

Short-Term Fixed Length Time Cycles
Market defined.

Tinee Overbalance

100% Altemate Time Projection of prior counter-trend swings of
similar degree.
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More Dynamic Time, Price and Pattern Examples

Dy Trwwt < (SFK__ 9P%_ DI e Rin
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il 26, 1S tg!.m 20,18 11133, L1565
LT 1.0% Mcfl
1z, e ey
pre— w i RS — e LG fpp 1000 Lizo0.m
Ve ibad AR O

¥Y¥hen Tima, Frice and Fefiam

: cuincids, changa ks Inavitabla. W5 Price Projections |,

MO0

[ 900, H

I OTE W Fun). Ao AR

Dwyramic Tirna Prajection Repor for W .5 high. i
Highest acore centerad arownd July 20, :

Dynamic Time Projections Target July 20 High Weeks In Advance
The churt below shows some of the time projections for a high that fell
near Fuly 20, 1998, How valuable is this timing approach?

This is not an after-the-fuct example. Shortly after the June 16 low, 1
placed the time and price targets for a Wave-3 top on cur web site. The
time target for the top was the relatively broad zone of July 16-24. The
final top was made July 20 and was followed by the largest decline n over
ten years!

The Dynamic Trader Weekly Report used the very short-term swings
from the intraday data to project the top would be complete by mid-day on
Taly 20. The extreme high was made just before noon on July Z(H

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 15 made
on July 20 which was the exact date of the high.
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Time Retracements
As the 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 S0% time retracement.

IFL DI

1%.!:

11033, s

I =

""'\-H
[ 2.2% Time and Frice Retn:rm-ﬂ

2/ | 5% Tirna and Price Retracament

1403 B 0. 2HE

1067 55 Rt [1.EET

- 950

k3.0 i

"When time and price coincide, change is inevitahle!'” A very low-1isk,
high profit potential trade opportunity is when a market makes a time and
price retracement or prajection of the same ratio. Both of the carrections
shown above were made at the same time and price retracement ratios.
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Silver Top At Time and Price

Silver made the July 24, 1998 high st projected time and pricc zones.

July 24 High at 585.5

July 22-23: 100% Time Retracemnent and 100% High-to-High Prajection
573-583: 100% Alternate Price Projection and 50% Retracement

I Drroamic Traces - -~ [COUEN SHVER Siieed D
: GHRE, BET

Fr Ty 100% Time
¥ Retracamgmt

T Hanid iﬂ.L 100% High-to-Hign 6.0

[ 6EN.0

FEEDD

&b

[ 6.0

I 5600

abcBourselir > @abcBourselir

Al



http://abcbourse.ir/

Dynamic Trader - Chapier 3

Time and Price Projections Are Always Made In Advance
Every high and low is not made on a exact, direct hit of projected time and
price, However, the vast majority of highs and lows of every degree are
made at or very near time 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
markers.

The next chapters in the book will show how we integrate the time,
price and pattern projections into a low-risk trading plan.

(o oo [T BONDS — LiSeSm b1 ﬂﬂ!
“ . -

[ 174" D0

i 1X7% Ext. Pnea Ral.
angd ‘IIII% Marnalu

/B

10 10 B 1272

11779 App 10600
-i.n-ﬁt 100% Alemate
i Tirme Prajection

%% 51.8% Time Retacamant

T
e B 2 X M 13z
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Time Rhythm Zones™

Earlier in this Dynamic Time Analysis chapter, it was described that there
are no cycles of fixed-length periodicity in market activity and how the
idea that market activity can be represented by a summation cycle is little
rnore than a myth not backed up by aclual market activity. However,
market structure often displays a “titne rhythm,” What do [ mean by a
“time rhythm™ and how is it differem than what is commonly considered
a'cycle?

A time thythm represents a fairly regular ebb and flow of price
activity. For instance, a market may tend to make a low on a fairly
regular basis within a relatively broad time period. That certainly soumds
like g hedged statement if there ever was one. An example might be that
gold usually makes an intermexdiate term low 16-22 weeks from the prior
intermediate term low. The variables in this staternent are what do we
mean by “usually” and “intenmediate.”

“Usually” 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 4 low in
the broad period of 18-22 weeks from the prior 10%-low followed by a
rally of 10% or more in price. A “10%-low” is a low that is preceded and
followed by a minimum 10% change in price against the preceding trend.

This information is not hedged but specific and objective. It provides
us with a significant, statistical edge of the high probability time to antici-
pate and prepare for a trend change low that should he followed by a rally
of at least a ten percent price advunce. A seven week {16-22 weeks) time
period is toa broad to make a specific trading decision, but provides a
framework from where to focus in on the more specific and/or short-term
time factors.

Whenever we apply historie, statistica] cutput to present conditions,
we arc operating under the assumption that the same conditions of the past
are relevant today. A market will only continue to make a low in the 16-22
week petiod if the same forces that have acted upon the market during the
past continue to do sa in the future. We never know if this will be the casc,
but must assume it will be so unless there is some indication 1o the
contrary.

Some traders and analysts would ¢ull this statistical information a 19
week gold cycle becanse 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 infermation on how tightly grouped are
the events. If the events are tightly grouped around the average, it is a
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valuable figure. Tf they are widely dispersed from the average, the average

i8 not only useless, but very misleading. [
To call an average period of time a cycle is ndt only a misnomer but i
misleading to the trader. Calling a general tendency for a market to I

make & low within a broad period of time a eyele misleads the trader into ‘

believing the so-called cycle period is more precise and more reliable |
than it js. .

Low-to-Low Time Rhythm Example

Bonds began a bear 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 generally represent intermediate degree
trend change for bonds. The 5% swing file also has a minimum time filter

of 21 calendar days. A swing must have made a minimum of a 5% price '
change for at least 21 CDs to be inciuded. :

F115'0

100
H0s'a

00D ] n

4]

A 5 0O N D W F W & N

Bonds began a bear market in Oct. 1993. The swings shown on the |
chart ahove are a minimum of 5% price change and 21 calendar days. The
dashed vertical line is placed at the Aug. 2, 1994 high.
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The historical 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%+ swings for our purposes. The chart below shows this period with the
3%421 CD swings overlaid on the daily, close-only data.

During this peried there were 15 low-to-low cycles. They were made
in a very wide range of tfime from &1 1o 302 calendar days. As you can see
once an objective critena is applied to identify cycle pivots, the idea 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
range is 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. 1994, This is still too long of a period to be of much use to traders
and investors, but we will see in a moment how additional data will
previde a much shorter time-range target for a low,

*
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The table below shows the time ranges and equivalent dates of the
low-to-low cycles since the April 1986 high.

Prinany Swing e 59%21C0s All awings Propect from: 11.July84 Low

Seg Typo # Wiin 10 erdian o0 Max

- F1l (o 11 1NCap@4  THDWE4  OFebA5  1SAprd5  OMEAI
B1 1149 211 78 an2

There were a total of 15 low-to-low swings in this data group. If the
shortest and longest 10% of the swings are climinated, there remains 11
swings. Ten percent of 15 equals 1.5, Rounding up (o the next higher
aumber eliminates the two shortest and two longest. The time range
hetween 10%-90% of the low-to-low bond cycles ranged from 119 o 278
calendar days.

The time period of Nov. 7, 1994 to April 15, 1995 is the equivalent
period if this time range is projected from the July 11, 1994 low. Ninety
percent of the low-to-low cycles lasted at jeast 119 days (10% were
shorter) and 90% terminated by 278 days {only 10% were longet).
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80% Low-to-Low Time Rhythm

The chart below shows the 5%/21CD swings overlayimg the continuous
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 (o the swing criteria.
The data below is the centinucus futures data with no adjustments at
contract rollover. The data rolted over between the Nov. low and Jan. high
from the Dec. to the March contract causing a distortion in the continnous
file. If just the March contract were shown, there would not be a lower-
low between the Nov. low and Jan. high.
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The horizontal bar in the indicator window below the bar chart
represents the equivalent time range of 804% of the low-to-low swings
since the April 1986 bull market top projected from the July 11, 1994 low.
The equivalent period to anticipate the next low is the broad period from
Nov. 7, 1994 through April 15, 1993. These dates are the 119 and 278
calendar day counts from the July 11, 1994 low,

Projecting the equivalent time for a low baged solely on past low-to-
low cycles will alrmost always result in a time period that is too bread to
be of much vse to traders and investors. There is an additional criteria that
may be considered that will usually result in & more narrow range of time
with a high reliability for a low te be made.
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High-to-Low Time Rhythm

A high-to-low projection may be made in the same manner as the low-to-
low projection. The overlap period of the high-to-low and low-to-low
projected ranges will usually provide a relatively narrow and usefi! time
period to anticipate when the next low should be made.

Time Hhpthm Zona Detail Dyl Trager } |

Primary Swing e 5% 21CDs All ewing s Priject frone 2AugR4 High

Swing Type A n 10 Ribniinn fa WAy
M 7 HL 1z z5AuwE 1Seps4 278ep9%  Decdd  11Febis

23 1] 55 122 1931
- FH LeL 11 10%epd4 7MOVE4 BFebES  15AprEE  SWaEs
g1 113 i3 il S0

Ouoriage| 7HOwdd - 20ech4 ar-122

There were a total of 16 high-to-low swings in the 5%/21 CD daia file
from April 1986 through the Aug. 2, 1994 high. The time range of these
16 swings ran from just 23 calendar days to 193 days. As with the low-
to-low cycles, this is far too wide a range to be of any use to traders and
investors. If we climinate 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.

Time Rhythm Zone - 80% Overlap Period

What if we combine the low-to-low projections (tom the 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
a relatively 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 time ranges as well as the overlap period.

e
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The indicator window below the bar chart below shows the time
ranges of the low-to-jow and high-to-low swings. The overlap period of
these two periods is the fat bar which represents the period from Nov. 7
te Dec. 2. The tails extending from the overlap period represent the full
range of time of H-L and L-L.
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T'have termed this method of projecting overlapping cycles, Time
Ritythm Zones (TRZ). The general concept of overlapping cycles is not
new or original. It has been used and taught by Walt Bressert for many
years.,

However, there are critical 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 data for TRZs is market driven,

Swing lengths may change as a market progresses and new SWinpgs are
made,
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Bull or Bear Rhythm?

A high-to-fow (H-L) swing in a buil marker is a cdunter-trend swing.

A low in a bull market is the termination of the counter-trend and the
beginning of a new trend swing. A high-ta-iow (H-L) swing in a bear
market is a trend swing. A low in a bear market is the termination of a
trend swing and the beginning of a counter-rend swing. If we are
compiling data to project the probable low of a trend $wing in a bear
market, should we include the high-to-iow, counter-trend swings that were
part of bull markeis? Probably not. Relevant statistical conclusions should
be derived from data that compares like 1o like, not apples @ 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 a bear trend and a rend 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 Rhythim Zone for a low. If we included
high-to-low counter-irend swings from bull markets, the projected TRZ
would not accurately represent what we are looking to discover which is
the high probability period for a trend-swing low in & bear market.

Trend swings are usnally 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 1o shorter term swings than are typical of
high-to-low trend swings in bear markets. If there is not a confident
opinion of the major trend direction, use all prier swings from bull, bear
and trading range markets.

The previous bond example included all swings from the historical
period without distinguishing swings from ball or bear markets. From the
Oct. 1993 high, bonds had made consecutively lower-lows and lower-
highs. Bonds were considered in a bear market as of the Avg, 1994 top.
The obiective was to project when the next low within a bear market
would take place. Rather than use all 5%/21 CDs swings to make the TRZ
projection for a low, we should only vse those swings from prior bear
markets,

The chart on the following page shows the intermediate (5%/21 CD)
and major swing files together. The bar chart data has been removed so the
swing files are easier to see. The dashed, vertical line is at the Aug. 2,
1994 high. As of Aug. 1994, there bad been two completed bull and bear
markets. Bonds were in a bear market as is evidenced by the consacutive
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lawer-lows and lower-highs. If our objective is to project the high
probabitity 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 resulis of only
including swings from bear markets. While fewer swings are used than
when both bull and bear trends were considered in the previous example,
the output should be more reliable since only dats from similar markets is
inelured in the projections.

The new Time Rhythm Zone period (overlap of low-to-low and high-
to-low tirne ranges) is Oct. 26, 1994 to Nov. 28, 1994, The Nov. 11, 1994
low was rnade right in the middle of this period.
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The Oct. 28-Nov. 28 TRZ was a prexduct of the overlap period of the
80%-range of the nrior H-L and E-L swings of bear markets only. Each
TRZ should be identified by the percent of swings used. Throughout this
book, a TRZ is always a TRZ-80% unless otherwise noied. If « TRZ is the
product of other than 80% of the swings, it will be noted such as TRZ-
709 or TRZ-90%.

Dynamic Tradss

. wuk11-84 (MOR) o
B ur-04-66 (Wed) ‘Cop-15-85 (Fri)
M or-2790 ) Aug eSO F) | A
W20 67 ey OcH BT GMomy
B Nov-23-83 (Tue) Way-11-84 (Wed)
Sep-2€-89 (Tug) LAp-27-80 (Fri)
Sep-10-85 {Fri) iMay-20-87 Ofe)

The table above shows the seven low-to-low swings made during the
bear markers that were used to make the TRZ projecticn for the next low
following the Aug. 2, 1994 high. The low-to-low periods have been sorted
by time range. The range of time is from 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 swings is an eacellent example of how an
average period would provide very misleading information. The average
period of the seven swings is 152 CDs. While ong swing [ell exactly at the
average, the rest of the swings are not grouped tightly around the average.

If you were projecting a “cycle low™ for bonds, would you be comfort-
able considering a target date of 152 days from the prior low as a relevant
piece of information? You shouldn't! Averages are used by average
traders and investors. Average traders and investors de not succeed in
the leng run!

The chart on the following page shows the Time Rhythm Zone of Oet.
26-Nov. 28 far the next low in the indicator window below the bar chart.
This period only considered swings from bear markets. The Nov. 11, 1994
jow fell right in the middle of this period.
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Let’s review exactly what information we have when we do a Time
Rhythm Zone calculation using the example above.

Based on the historic data since the April 1986 high and assuming the
same market forces are in effect during the current period:

1. There is 4 90% probability that bonds will not make a low prior te Oct.
26, Based on past 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 tog anxions to consider long posi-

;' tions prior to the beginning of the overlap period of Oct. 26.

P 2. There is a 90% probability that bonds will complete the low y Nov. 28

: followed by a rally of at lcast 5% price change and st least 21 calendar
days. Based on past history, 90% of the H-I. swings in bear markets
were complete by the equivatent date of Nov, 28, If bonds are con-
tinuing to decline into late Nov. or so, traders and investors should be
particularly aler te reversal signals es bonds are approaching the
extreme time when a Jow should be made.

i 3. If bonds make a low followed by at least a 3% rally in 2] or more days
% outside of the Oct. 26-Nov, 28 period, it would be an unusual situation
that should warn the analyst that the market forces may be changing.

| The analyst should be alert to other potential extreme price or pattern

5 activity that may also signal a fundamental shift in market structure.
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abcBourselr, 0 @b cBoursei U5 ) se lehe



http://abcbourse.ir/

Dynamic Trader - Chapler 3

Multiple Degree Projections Provide The Most Reliable Signals

In all areas of technical analysis, we should consider at least two degrees
of change in order to provide the most reliable trading information. This is
also true with Time Rhythm Zone projecticns. The most reliable projec-
tions will result when the lesser depree projections overlap with the larger
degree projections. An overlap of the lesser degree projections to the
Jarger degree projections is signaling that the larger degree trend change
should unfold within the period of the lesser degree timme projection.

IT_BONOS  IP55659 DY

Jor el ouincida weth 2 e ke on
My 11, 16

d 4 A F 0O W D S F M
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Tum 180034 | GEFIA | HB5 2 | LeED | Goo1 | -8 | WIHOF CEN EHTED]

The chart above shows the minor degree swing file with the major
degree (bull f bear trend) swings. The minor swing file includes swings of
approximately 2%. The lower indicator window is the TRZ projection
from the Aug. 2, 1994 high using the 5%/21CDs swing file shown earlier.

The top indicator window is the TRZ of minor degree swings. The
minor degree TRZ overlaps the intermediate degree TRZ providing an
even more confident outlook that a low will be made in this period. While
the overlap periods of the two degrees are almost the samne, the extrarme
period of the minor degree is rauch 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 Ogt. 29 to Nov, 26, Most of this
entire period overlaps with the inlermediate TRZ which is Oct, 26-Nov.
28. Notice that the minor degree projection is more “tightly packed™ as
there are fewer extreme ranges as 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 histeric period that
13 included. It is far more impertant to be concerned with censtructing a
representative swing file and only including the histeric periods that are
representative of current conditions than it is with having a minimum
number of swings to work with,

In the examples above, there have been as few as five swings used for
the B0% range. So be it. We must yse the informnarion at hand that is
representgtive while being aware of the limitations of a small sample size.
Even if only a small number of swings are used, the TRZ still accurately
represents the range of time that trend changes have been made in the past
for the period of time and degrec 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 & reflection of the actual swings for the historic period included in the
statistical analysis. As a market progresses and new swings are made and
included in the swing file, the most recent TRZ. projections will adjust or
adapt by mcluding the new swings with the calculations. If the recent time
rhythm is changing, it will be reflected in the new projections. New
swings added to the statistical base will only change the range of a TRZ
projection if a new swing is owtside the old range.
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Dynamic Trader - Chapter 5

Time Rhythm Zone Summary

1. Time Rhythm Zone projections provide a completely obfective method
for projecting high probability time zones from where a reversal of a
minimun amount of price change should occur based on the actual
historic precedents.

. The high probability Time Rhythm Zone is the 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 a low
based on past market swings. The overlap of the H-H and [.-H
ranges provide the TRZ for a potential high.

3. The vser has complete contral over the histornic period to use for the
TRZ studies. If the current major trend of the market 15 known (bull or
bear), only swings from similar markets in the past should be included
in the TRZ projectien calculations.

4. The user has complete control over the percentage of swings from the
histerical period to include in the TRZ projection. Geperally, 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 1o the beginning of the B)% range and
90% were complete by the extreme of the 30% range. Unless otherwise
noted, a TRZ is an overlap of two 80% ranges.

. Time Rhythm Zones of two degrees will provide more reliable projec-
tions for the time of the termination of a trend if the smaller degree
projection overlaps with the larger degree.

. Jf the TRZ is a relatively broad period of time, it is still a valuable bit of
information as it provides the most likely minimum and maximum
gxtreme 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,

. With siatistical analysis, the greater the sample size the greater the
reliability of the conclusiens. Time Rhythm Zones often have 2
relatively few number of occurrences of past swings of a similar nature
and degree of change. They still remain valushle, as they accurately
represent the actual cutcome of prior similar swings and provide a
framework of what to anticipate for the current outcome.
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Dynamic Time Analysiz

TRZ For A Trend Swing High

This TRZ projection from the Aug. 15, 1995 low used all bull market
swings from the Sept. 1981 low. The proiection was a fairly broad, three
month period. The Jan. 1996 top was made right within the TRZ zone for
the top.
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The TRZ Detail table below shows the range of L-H and H-H swings

from bull markets since the Sept. 1981 bear market low. The TRZ overlap
period is from Dec. 17, 1995 through March 12, 1996.

Time Athe Zoa Dt =~~~ Dynamlc Trader g
Primary Swing e 5%-21 CDs Bul Profoct freme 1340595 Low
Swing Type # [ ] 10 Mhercliann 50 Max
s - 12 1700895 1INovdS 10Jand6 12Mrg6  1BADMES
B3 ag t48 214 245
B O~ - 9 10N0GS 17Decf  Qlan0E  LurGE  7B4unds
126 163 186 3132 387
Oortage | 1 7DacQs - 1 2Wards | 124 - 210

As bonds rallied and exceeded the July high, traders and investors
would be alert to not anticipate 2 top prior to mid-Dec. The tinal top of
Jan. 4, 1996 was made right within the projected TRZ for the top.
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Dhmamic Trader - Chapter 5

TRZ For A Counter-Trend Top In A Bear Market

The mark made a sharp rally off of the Sept. 15, 1995 low, Since the mark
was making lower-lows and lower-highs, a bear market is assumed. A
TRZ projection is made for a counter-trend high in a bear market. All bear
market swings since the Dec, 1987 high are used. Since this is a relatively
small number of swings, 100% of the swings are used to make the Time

" Khythm Zone projection.
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The TRZ Detail table below shows the range of all H-H and L-H
swings from bear rnarkets since the Dec. 1987 bull market top. There
are relatively few swings because the mark often makes relentless hear
trends with less than 5% counter-trend rallies. This is demonstrated by
the fact that the H-H range is much more extensive than the L-H range.
The table shows that 100% of the swings are used. The Oct. 23, 1995
top was made just a [ew days into ithe TRZ for a top.
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Another TRZ projection for 2 top is made from the May 28, 1996 low.
The mark had not make a 5% rally since the Oct. 23, 1995 high. One-
hundred percent of the swings from all bear markets since the Oct. 1987
high were used. Note that the time range of the Low-to-High and High-te-
High swings do not overlap. This is a result of the prolonged, Gct.-May
decline without an intervening high made by at lcast a 5% counter-trend
rally. The mark made a top 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.

Past Low-to-High swin gs' in bear markets had lasted from 30 to
93 days. The July 31 high was marle right within this tirme zone for
a top,
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Dynamic Trader - Chapter 5

Time Rhythm Zones Are Simple, Yet Effective

Time Rhythm Zone projections are one of the simplest yet most useful
analytical procedures a trader or invesior will employ. A narrow-range
TRZ will provide a very high probability time zone for a trend change. A
wide-range TRZ will at least provide the minimum and maximum dates
likely for trend change which will alext the trader or investor if a market 1s
nearing a#n extreme relative to past history.

1f there is no overlap of the two time ranges, the trader or investor is
alerted to the fact that the market is operating outside the range of past
activity and extra care should be taken to consider the position of the
market fram 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 & Dynamic Time Projection falls within a TRZ, the odds
increase for a trend change.
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Dynamic Time Analysis

Combining Dynamic Time Projections and Time Rhythm Zones For
High Probability Time Analysis

The highest probability lime projections for trend change will occur when
Dynamic Time Projectiouns fall within an 80% or greater Time Rhythm
Zope. The TRZ provides the relatively broad zone that indicates the
probable minimom 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 usnally 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
Rhytbm Zone and Diynamic Time Projection, but most will. When there is
a coincidence of Time Rhythm Zone and Dynamic Time Prejection, there
is a very high probability for trend change.
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Lrynamic Trader - Chapter 5

DM - Time projections from the Sept. 15, 1995 low,

i -l
151 Dyramis: Trases - Prog. From 9%M157% Lom - mmswxuumnl

OTF Prok From 9 5 Low
Oct. 21-23 ar Nov. 12-1 projectad for 8 top.

TRE, 101%., B 7
Cct, 19 lo Dae. 17 projected for 3 dop.
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The Time Rhyithm Zone (TRZ) projection from the Sept. 15 low shown
in the indicator window above is the same one used as an example in the
previous Time Rhythm Zene section. This TRZ used 100% of all rallies in
bear markets since the Dec. 1987 high. The TRZ projected the two month
period of Oct. 18-Dee, 17 for a counter-trend 1op., While this is a very
broad period of time, it provides the minimum and maximum dates with
a very high probability of completing a top.

Ihymamic Time Projections which include Time Cycle Ratios and Time
Counts indicated either Cet. 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 Relracements.
The 62% and 100% Time Retracernents feli on Oct. 21 and Nov. 12. The
final top was made Oct. 23. The following charts show some of the other
dynamic time factors that fell near the Oct. 23 high.
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Dynamic Time Analysis

The chart below shows just five of the TCRs that fell in Oet. and Nov.

Oct. 19: 100% H-H Cycle TCR (4/18/95H-7f19/95H projected forward).

Oct. 21: 62% Time Retracement TCR (Time rettacement 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 retracement of the 7/19H-
9/15L).

Nov. 16: 100% ATP (5/18/95L-7/19/95H projected from the 9/13/95L)
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The mark had been malking five wave declines and three wave {ABC)

rallies implying the larger degree trend was bearish. The rally from the
Sept. 15 low appeared to continue that pattern.
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Dynamic Trader - Chapter 3

Oct. 23, 1995 Top Made At A Coincidence Of Pfujected Time and Price
A price resistance zone (71.74-72.52} was made by three price projections:

71.74; 78.6% retracement of the 7/19/95H - 9/15/95L.
T340 152% retracement of wave b fnot shown on the chart below?.
T2.52: 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 rally was
complete, The mark continuved to decline to new lows from the Oct, 23
top.

On Oct. 23, the mark made a gap signai day which i8 one of the most
reliable daily reversal signals. A gap signa!l day is made when a market
gaps apen followed by a new high and a close below the opening. The
daily range leaves a gap from the previous day. When a gap signal day is
made at a coincidence of projected time and price, trend reversal is just
about ingvitable.
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Dvnamic Time Analysis

DM - Projections from the May 28, 1996 low.

The TRZ projection shown below is also 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 a very high probability of making a counter-trend
top basexd on the past history.

The Dynamic Time Projections indicated that either July 1318 or July
26-2R should complete the counter-trend rally. The DTPs fell right within
the TRZ period resulting in a very high probability 2 top would be made in
this time periad.
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A double top was made on Fuly 16 and July 31, The July 16 high was
slightly higher. The chart above shows three of the time factors behind
the Dynamic Time Projections:

July 16: 144 Calendar Days from the Feb. 23 H.
July 26: 62% Time Retracement (FCR) of the Feb. 23 high to May 28 L.

July 27: 60 Calendar Days (CD) from the May 28 low. 30, 60 and 90 CD
connts are particularly significant in the currency markets.
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Irynamic Trader - Chapter 3

The charts on the following pages show other time and price
projections that fell near the double (op.

More thme factors at the July 16 / 31 double top:

July 14; 50% Time Retracement {TCR) of the Feb. 23 H to May 28 L,
July 16: 34 Trading Days {TD) from the May 28 L.

July £6: 144 CD from the Feb. 23 H.
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| Dynamic Time Analysis

The chart below focuses in on just the ABC rally from the May 28
low.

July 26; 100% Alternate Time Projection (ATP); 5/28H-6/18L projected
from the 7/5L. This projection feil 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 deeline {(6/187H-7/5L).
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When short term time factors coincide with longer term time factors
the probabilities increasa for a trend change.
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rnamic Trader - Chapter 5

Price Projections At July Top

Price refracements and alternate price projections ipdicated two resistance
zones where & counter-trend high was probable.
67.3-67.69: This zone included retracements from two prior highs and an
altsrnate price peejection

67.34: 100% Altemate Price Projection (Wave C = Wave A).

67.58: 2% Retracement (2/23H-5/28L)

67.69: 38% Retracement (10/23H-5/28L)

68.38-68.64: This zone included the all important 50% retracement of the
major 1ange as well as a variely of ather important price factors.

68.38: 78.6% Retracement of the 2/23H-5/28L (not shown on chart).
68,38 262% Retracement of Wave B,

45,53 162% Aliernate 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 the rally was made July 16 at 68.40 right within
the resistance zone of 68.38-68.64. The mark reached this upper resistance
tevel right within the Dynamic Time Projection for a top of July 16-18.
“When time and price coincide, change is inevitable.”

abcBourselr, 0 @b cBoursei U5 ) se lehe


http://abcbourse.ir/

Dynamic Time Analysis

Bonds: Nov, 11, 1994 Low

Bonds are one of the most consistently retiable markéts that maks nearly
every significant trend reversal at direct hits of projected time and price
targets. The Nov. 11, 1994 low was no exception. Time, price and pattern
all came together to signal a major 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 is labeled as 2 wave 4.
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The TRZ projection for a low was the period of Qct, 26-Nov. 28. The
Dynamic Time Projecrions for a low fell on Oct. 3-5 and Nov, 11-14. The
second peried, Nov. 11-14, fell within the TRZ projectien for a low.

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 cvery trend change fell
directly within the coincidence of each of these important tirne projection
methods? Every trend change does not, but, many do. AN sucecessfid
fraders have the patience to wait for the high probability trade set-ups
that are made within the context of their analysis methodology and
trading plan.
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hvnamic Trader - Chapter 5

Alternate Time Projections Into Nov. Low

The chan below shows three different Alternate Time Projections that
were targeted for Nov, 12 and 13. This was a Saturday and Sunday. The
DTP targer dates were expanded to Nov. 11-14 to inciude Friday and
Monday. The final 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 (Cycle:Cycle) projection]; 1/28/94H-8/2/94H projected
from the 5/11/94L {(Wave 3-4 = Wave 4-5).
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Dwynamic Time Analysis

Price Projections At Nov. 11, 1994 Low

The Nov. 11 low was made at the price target of the three most frequent
projections for a wave 5 low. These three are:

Wave 3= 100% Wave 1
Wave 5=62% or 38% Waves 1-3
Wave 5=127% or 162% Wave 4

manlﬂ-m-ﬂ.'ﬂlllﬁ I.Iiml )
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The 97.16-96.24 zone was targeted as the ideal price zone for 2 wave 5 low.
| 97.16: Wave 5 = 100% Wave 1

97.10: Wave § = 38% Waves 1-3

96.24: Wave 5 = 162% Wave 4

As bonds made new lows going into Nov., the minor eyeles 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.

5-100
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Wave 5 sub-divided into a smaller degree five wave structure in text
book Elliot: wave manner. The ideal target for the end of wave 5:5 was the
96.14-95,1] price zene which fell just below the larger degree target of
07.16-96.24. Ideally, we like to 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
95.31: Wave 5= 100% Wave 1
9%.11: Wave 5= 162% Wave 4

F1 Dpaamdc Trader - WAYE 5 PROLECTIONS . [T RONDE 1155699 0]
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Bonds made the Wave 5:5 low at 96.0H on Nov. 11, a direct hit of
the coincidence of projected time and price for a high probability trend
reversal. The pattern couldn’t have been more perfeet. It was an almost
ideal five wave decline from the Oct. 1993 high. Wave 5 that began with
the Aug. 2 high sub-divided inte an ideal five wave stracture.

The implications of identifying a completed five wave decline are
significant for traders and investors: The subsequent rally should exceed
in time and price all rallies since the Oct. 1993 high, offering a major
opportunity for long position rades and investments.

5-101
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Dynamic Time Analysis

Thme and Price Into The Bond Top Of Jan. 4, 1996

Bonds rallied relentlessly from the wave five low of Nov. 11, 1994, In
fact, they rallied beyond what was anticipated for a typical corrective rally
to a five wave bear trend. However, when the top came, it was made on a
direct hit of time projections for a top even though the price target was not
as right on.

From the Aug. 15, 1995, wave B low, the TRZ projection for a top was
the relatively 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 Projectivns pointed te two periods in
Dec. and Jan. that had a high probability of making a trend change. These
periods were Dec. 1-2 and Jan, 2-6. The Jan. 2-6 pericd overlapped with
the TRZ period providing a high probability period for trend change.

& & O N D 2 F W & WM J J A S © WM DO B F M 2
1RE, Bulls
TRZ For A High' Dar 17-Mareh 12 T —
4OTF: Pro], From &4 5 Lw
DTPa For A HighDae. 1.3 o1 Jan. 26
Toa 2-JanB6 | g8 | HA18 L 18 L1 -4 FhZ1L0E

The chart zbove illustrates three of the TCRs that fell near the Jan. 2-6
PTPP for a top as well as the 144 calendar day count from the Aug. 15
low. Bonds made the final high on Jap, 4, directly within the coincidence
of the PTPP for a top (Jan, 2-6) and the TRZ for a top (Dec. 17-March 12).
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Typically, a corrective rally does not exceed a 78.6% retracement,
Many end right a1 78.6%. The June-July triple tops were made just below
the 78.6% retracement. However, bonds subsequently continued to zally o
new highs.

When the June-Fuly highs were exceeded, new price projections for a
top were made. Bonds made angther triple tap in Dec.-Jan. at the coinci-
dence of the 62% Alternate Price Projection and 162% Price Retracement
of Wave B. These two projections felt just below the Oct. 1994 high at
122,10, Unfortunately, the choppy patiern of the rally did not provide a
wide variety of swings to make projections from. When high confidence
price projections are not available, traders rely on pattern and time projec-
tions to signal the position of the market. Tn this case, the time projecticns
accurately signaled the exact day of the high.

Price Projections At Jan. 4 Top

120.23: Wave C=162% Wave B
121.02: Wave C =61 8% Wave A

See the previous page for the time projections. Note that the Jan. 4 top

was made where Wave C equaled 61.8%: of both the price gnd fime of
Wave Af
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Dynamic Time Analysis

Dynamic Time Analysis - An Important Key To Trading Success
Consistently reliable time analysis is a very important factor to the success
of Dynamic Traders. If you will include Dynamic Time Projections and
Time Rhythm Zone tire analysis into your technical analysis trading plan,
you should find immediate and signiticant results.

5-104
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Chapter 6

Trade Strategies and Trade Management

It is not too difficult to make money in commodity trading.
The problent is to keep it
Ruy W. Longstreat

In the Trade Strategies and Trade Management chapter
you

» Learn low-risk and low-capital exposure trade entry
strategies inclunding trend-reversal and trend-
continuation 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.

« [ earn how to keep a trading log.

* Learn how to develop a trading plan.
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Trading Strategies

There are many entty strategies available to enter a market. [ suggest
traders stick to the simple trend-reversal and trend-continuation strategies
that have the highest probability of resulting in a profitable wrade with the
minimnm amount of capital expesure. The following pages describe these
entry strategies and the initial protective siop-loss placement. First, let’s
review what we are trying to accomplish and the basic assumplions for
Dynamic Trading strategies.

1 The objective of Dynomic Trading rechnical analysis is to identify
opportunitics within the context of the analysis methods. The technical
analysis methods will not accurately describe the posidon of every
market, all of the time. That is not the purpose of technical analysis.
The purpose of technical analysis is to identify markets that are in a
position to allow a trade with relatively low risk and acceptable capital
exposure.

2. Loss contral or identifying the protective stop-loss level is the most
important factor in trading. It is the only factor that the trader has
control over. The potential profil of any trade is always no more than
guess work and can never be defined. [ always get a kick out of
trading, educational material that teaches a trade should not be taken
unless there is a *3-to-1 riskfreward ratio.” When ever you see this,
you know the person probably bas no successful rading experience.
First of all, risk is the prebability of an event occurring. It has
absolutely nothing te do with a dollar amount. More imponantly, you
can never define the potential profit. You can only define the potential
capital exposure by where the protective stop-loss is placed. This is not
even a sure thing given a market can gap against you, beyond the stop-
loss price.

3. The protective stop-Loss level must always be determined within the
contexi of the same methodology that determined the trade
opportinity. The same information that deseribes a trade opportunity
must provide the exact market activity that voids that opportunity.

4. The prorective siop-loss level must always be determined before o
trade entry is initiated. Before imtiating a trade ask yourself: “What is
the market activiry that invalidates the decision to make this trade.”
That is your protective stop-loss.

Once the protective stop-loss level 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 marker activity

:
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does not allow trade entry within the acceptable parameters for capital

€xposure, the trade cannot be initiated. For example, consider the

following situation; '

A. Your trading plan allows a maximum capital exposure on a gold
trade of $500 per contract.

B. One of the entry strategies of your trading plan aliows trade entries
on the close of a daily reversal signal and the protective stop-loss
must be piaced one tick beyond the extreme of the daily reversal
signal.

C. The technical analysis indicates that goid is approaching a target for
major low,

D Gold makes a wide-range key reversaf day with a low at $370 and a
close at $377.

E. According to the trading plan which aflows a maximum $500
capital exposuire per contract on a gold trade, the protective stop
loss can be placed no lower than $372 which is $500 from the
entry price at the cloge of $377. However, the trading plan also
states that the protective stop-loss can he placed no nearer the
close-oniy entry price than one tick beyond the daily extreme
which is at §370 or at $369.9 which would be a §710 capital
exposure,

F. What is the trading action in this case? Nome! A trader must follow
his or her trading plan. The trade entry strategies require the stop to
be placed outside the acceptable maximum capital exposure
allowed, so the trader cannot take this trade on the close of the
reversal day. The trader would have to wait for a set-up, such as a
trend-continuation trade entry, where the capital exposire is within
the limnits of the trading plan.

5. Generally, the Protective Stop Loss (PSL) on the initial trend-reversal
trade entry should not be adjusted until the market activity has
confirmed the trend reversal. If a trade is entered at or near a suspected
trend reversal, traders should not be too quick to bring the protective
stop loss (PSL) close to the market. The PSL is adjusted each time the
technical analysis describes a price level that should not be exceeded if
the trend iz to continue.

Consider this example:

A. Your analysis indicates that the market has made a bear market low,
has reversed trend and is in the initial stages of a new bull trend.

B. Bull trends are described by a market making higher swing highs
and higher swing lows,
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C. Once the market exceeds the initial swing high, it must not exceed
the prior swing low if it is in a new buil trend.

D. The maximum price level for the protective sell-stop for a long trade
would be placed just below the prior swing low. It may be placed
much closer, but this i3 the maximum protective stop-loss level.

E. This is a simple example of how 1o think in terms of protective stop-
loss placement. The question to ask each day is: “A7 what point
will the market demonstrate within the context of my analysis
techriques that it will not continue to trend in the trade divection.”
That 15 always the maximum level where a protective stop loss is
placed.

6, There is more than one protective stop-luss technique that is a part of
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 a trend should be
dsfferent than in the latter stages of 1 trend. Dynamic Trading analysis
will signal what stage the trend is in.

7. Let the market take vou out of a trade, It is usually best to let the
market stop cut the trade rather than to take a profit at a price
objective. If a market reaches a price objective or the analysis indicates
that 2 trend is at or near completion, the protective stop-loss can be
moved very close to the market such as just below the prior day’s low
or high or on any day a marker closes below the open, ete. This
prevents a trader from exiting a trade whers the market may continue
the trend bevond expectations, but 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 a market that
continves 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 than may have been
gained if exiting at a price objective. Allowing the market to take you
out of 2 trade is dealing with things as they are, Taking a profit at an
objective is speculating on the future when it is not necessary to do so.

The exception to this plan is with multiple position trading. One
position may be exited at a profit ohjective while the balance are not,

8. Always consider if the protective stop-loss shouid alse be a trigger to
reverse position, in other words, a stop-and-reverse order. Does the
analysis indicate that if the protective stop-loss is hit, that the trend
will continue in the opposite direction? This is often the case.
Unformnutely, traders often become personally involved in their
trading decisien and find it very difficult to reverse position at some of
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the most opporune times. Always remember: The busingss js trading,
not predicting the future. The ohjective is o 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 stop-loss would also be 2
trade-entry order.

Entry Strategies and Initial Protective Stop-Loss Placement

The two types of entry strategies depending on the current market position
are frend-reversal and trend-continugtion strategies. Several of these entry
strategies will be described in this section along with their initial
protective stop-loss placement,

1. The main concept for the initial protective siop-foys placement is as
follows: The same analytical methods and trading strategies that signal
4 trade entry opportunity must also signal if the analysis or entry
strategy was invalid. The protective stop-loss is initially placed where
the entry strategy is invalidated.

The objective of the initial step-loss placement is 1o immediately
exit the position with 4 relatively small loss if the enlry strategy or
analysis js invalidated. Remember, the overriding requirement for
long-term trading success is capiiaf preservation. I capital is need-
Iessly reduced by remaining in losing trades beyond the invalidation
signal, capital will be less available for the trads si gnals that result in
the profils necessary to remain in business,

If the market moves in the anticipated direction following the
trade-entry, the next objective is to remain in the trade for the majority
of the trend.

2. The main concept for the protective stop-loss adfustment os a trend
progresses is as follows: The protective stop-loss is kepl relatively far
from the current market activity in the initial 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
signals that the market is near 3 position to cotnplete the trend.

In other words, different protective stop-loss strategies are used
depending on the position 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 sell at or very near the top. Most academic wrading advisors
and educators regurgitate the often repeated trading “mile” to never try to
buy the bottorm or sell the top. That is because their technical analysis
studies are always lagging indicatars. They do not have methods that
project in advance the time and price zones for trend reversal and the
pattern studies that signal trend termination.

Dynamnic Traders are usually preparcd 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 a pivat high or low if made at a time and/or price target. These ure
Reversal Day (RD), Signal Day (8D} 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 also
be applied to intraday bars.

A
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Reversal Day (RD) Entry Signal

A reversal-day top is made when a market makes a new daily high but
closes below the prior day's close and the current day’s open, The trend
to new highs is not able to be sustained by the close of the day, Variations
on the reversal day are the key-reversal-day, outside-reversal- day and
outside-key-reversal-day.

Key Reversal Day (KRD): The market opens below the prior day’s
close, makes 8 new high, but closes below the prior day’s close and the
current day's open. A KRD s a stronger reversal signal than a RD.
Outside Reversal and Key Reversal Day (OSRD, OSKRD): These
reversal days meet the criteria of a reversal day and arc also an outside
day. OSRDs are an even stronger reversal signal than a reversal day
and an OSKRD is 2 stronger signal, yet,

Initial Protective Stop Loss: One tick above the high of the RD.

Reversal Day Variations

Each reversal day variation makes a new high and a close below the current
day's open and below the priot day's close,

The initisl protective stop-foss is placed one tick above the reversal day high.

New High~—___ KRD
Luwe;r Close T
Lower Open amd
Close Below Qpen.
OSED OSKRD

1+
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Signal Day (SD) Entry Signal

The market opens above the prior day’s close, makes anew high and the
close is below the current day's open. The open must be in the top 143 of
the daily range and the close must be in the bottom 1/3 to qualify as a
valid signa! day. Unlike a reversal day, the signal dav close does not have
to be below the prior day’s close, only below the current day’s open.

Gap Signal Day (GSD): A very sirong daily reversal signal. The
entire daily range of the signgl day is above the prior day’s range
which leaves a gap at the end of the day. Analysts and traders who

only consider closing prices would view a GSD reversal as a positive
day because the market closed up.

Initial Protective Stop Loss: One tick above the high of the SD.

Signel Day and Gap Signal Day

Open ahove the prior day’s close followed by 4 new high.

The ¢pen is in the top L¢3 of the datly range and the ¢lase in the hotom 1/3.
The close does not have to be below the prior day’s close.

The initial protective stop-luss is placed one tick above the sipnal day high.

GSD
S The close does not
\_] have to be below the
prior day's cloze.

Gap left ar the close
cf the day.
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Snap-Back Reversal Day (SBRD} Entry Signal

A two-day reversal signal.

Day Qne: The market makes a new high with an open in the lower 1/3 of
the daily range and the high in the top 1/3 of the daily range. It appears (o
be a very bullish day,

Day Two (snap-back day}: The open is in the top 1/3 of the daily range
and the close in the bottom 143 of the daily range. The second day does not
have to reach new highs or lows compared 1o Day Oue. The wider the
range of each day, the stronger rhe signal. A stronger SBRD would result
if the second day’s open was below ths prior day’s close with 4 new daily
low and a close below the prior day’s low.

Initial Protective Stop Loss: One tick above the higher of the two davs.

Snap Back Reversal Duys (SBRD)

Dray 1: New high and open in the lower 1/3 of the daily range and close in
the upper 1/3.

Day 2: Open in the upper 1/3 of the daily range and close in the lower 1/3.
The two days may be in any position o each other.

The initigl protective stop-loss is placed one tick above the higher high of
the two 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 anaiysis indicates the marker is in g position for trend
reversal, Ideally, time, price and pattern projections are all in a pesition
for a trend reversal set-up. In other words, a daily reversal signal is only
considered as a trade-entry wigger at the coincidence of a time and price
objective for a reversal and at the completion of a trend-termination
pattern such a5 wave 5 or wave C.

These daily reversal signals will frequently veeur in a rending market
and not result in trend change vnless the market ig in a time and price
position for a trend change. Many studies have been done on the validily
of trend change following daily reversal signals. All of those studies
concluded that they were net reliable indicators of wend change. None of
these studies have considered the position of the market when the reversal
signal was made. If the market is not approaching a set-up for trend
change, these daily reversal signals should be ignored.

For mast markets, one of these three darly reversal signals will ocecur at
70%-80% of trend reversals of all degrees. These three reversal signals
are #ot triggered until the close of the day, us the signal is based on the
position of the close. Tf a market is trending up and makes a new high for
the day, the criteria necessary for a reversal day is know - the prior day’s
high. today"s ¢open and today’s high. The definition of a reversa! day
inclndes a close below the current day's open and prior day’s close. A
Stap-Close-Only (SCO} order may be entered at a price just 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 a new high, it is a reversal day.

In the case of a signal day or snap back reversal day, we do not know
if one of these signals will occur undl near the close when we know the
current day’s range. [f all of the criteria except the close has been met for
one of these days, we walit until 5-10 minutes before the close and place
the appropriate SCO order at a price that must be met on the clese in order
1o satisfy the requirements for either of these reversal signals. If a trader is
not able to callect 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

Where is the Protective Buy Stop (PBS) or Sell Stop (PSS) placed if one
of these three daily reversal signals cccurs? In the case of one of the
reversal days or a signal day, the protective buy stop for a short sale is
placed one tick above the high of the day as each of these signals involves
having made a new high. If these are to result in a valid daily reversal
signal, the high should not be excesded. If the high is exceeded, it is no
longer a valid daily reversal signal, and you want to immediately be out of
the market and wait for the next trade set-up and reversal signal. In the
case of a smap back reversal day, the stop-loss is placed one tick above the
higher of the high of day one or day two,

One of these three daily reversal signals will not always occur at a
trend reversal or the ideal coincidence of time, price and pattern. The
trader has ane of two choices in this case:

I, Do not take the trade at the time, price and pattern set-up unless one of
these three reversal signels is made. You may miss entering Irades at
some important tops and boteoms, but, 50 what? If the conditions were
not all in your favor at the trend reversal, a trade is not warranted. If
¥ou 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.

Trading junkies may not like this recommendation, but their
objective is not to maximize profits but to always be in the market
regardiess of the consequences. If your objective is to maxirmize
profits, you will only enter with religble signals that you have proven
to yourself are valid. Rernember, there is always another trade set-up
approaching that will meet all of the criteria of your trading plan,
whatever that criteria may be.

2. Include entry techniques other than these three Irend-reversal signals.
It is not necessary to enter a trade at the trend reversal. Other trading
techniques provide entry strategies after a trend reversal has unfolded.

There are other entry techniques that may be considered at trend
reversal projections. One of these is the Reversal Confirmation Day
discussed next. The most important factor is to allow the market to provide
at least some minor indication of the new trend direction.

6-11
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Reversal-Confirmation Day (RCD) Entry Signal

Technically, the daily reversal-confirmation signal is not a trend-reversal
signal. Because it is usnally made within one-three days of the actual pivot
high or low, I have ncluded it with the trend-reversal signals and not the
trend-continuation signals. The revercal confirmation signal is used if the
market is suspected of having reversed at a projected trend-reversal zone
but one of the three rend-reversal signals described above were not made
at the pivot high or low, The description of the reversal-confirmation
signal assumes the market has made a pivot high and the ohjective is to
initiate a short position.

Reversal-Confirmation Day Eniry Rules

1. A trend reversal is suspected of having taken place, but cne of the three
trend-reversal patterns were not made.

2. Sell on the close if the close is below the current day’s open and prior
day’s close.

This s & minor trend-confirmation signal that does not have all of the
special conditions of the three reversal signals described ahove. It does not
wonsider the relationship of the daily range of the entry day, bur does
consider two important factors. The close below the prior day's close and
currenit day’s cpen shows at least a minor degree of trend direction.

A more reliable signal is to add the qualifier that the low of entry day
must exceed the prior day’s low. In other words, sell on the close if the
market has exceeded the prior day’s low and the closz is below the currant
day’s open and the prior day’s clase.

6-12
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Reversal-Confirmation Day Signal

I
Selt on the close if the close is below the curent day s open and prior day's close,
The meximum distance of the protective buy slop is onc tick above the pivot high,

ﬂ

Fig. 1 Max Protective Buy Stop

RCD plus new
deily low

4

In figure 1 ghove, the pivot high was not made on one of Lhe three
daily reversal signals. While the first two days following the pivat 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
¢iosed below the current day’s open and prior day’s close.

In figure 2 gbove, the first two days following the high are the same a5
in figure 1. Day three is a RCD. The close was below the current day's
open and prier day’s clase plus the day exceeded the prior day’s low, This
is a stronger trend direction signal, but also usually results in the protective
stop-loss being further from the closing eatry signal. There is usnally a
trade-off with any new qualification for an entry signal. In this case, the
signal 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 15 a RCD with a new low.
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What 15 the logical protective stop placement for entries following a
RCD signal? The market activity that would invalidate the outlook that a
trend reversal has been made is if the markes exceeds the pivot that is
considered the wend reversal extreme. In other words, the protective stop-
loss is placed no further than one tick beyond the last pivot. The only
inviolaie rule for stop Joss placement with a RCD entry is the maximunt
stop-loss position, one tick beyond the pivot extreme. There may be a
Jogical place to place the protective stop-loss that is cloger than the pivot
extreme. In the case of figure 3 above, the protective stop-loss may be
placed zbove 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 a daily reversal signal were made.

All raders 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 sirategy calls for more capital exposure than
acceptable to the tfrading plan, the trade simply cannot be taken.

The charts on the following pages illustrate many of these reversal
signals at trend reversals. The purpose of the charts is only to point out the
reversal patterns at highs and lows, not the reversal pattems that occurred
within Lhe trend. As you will see, almast every top or bottom was made on
one of the three trend-reversal signals. If a trend reversal was not made on
one of the three reversal patterns, a reversal-confirmation day followed the
high or low within three days and only a few points away from the pivot
high or low.
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Trend-Reversal Entry Signuls
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Almost-every minor and intermediate degree trend change was made
on one of the three trend-reversal signals, 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 excreme high,

If you scan the chart day-by-day, you will find many of these daily
reversal patterns that were not followed by a change in trend. The three
trend-reversal patterns are not considered reversal signals unless the
dynamic technical analysis signals a trend is at or near completion.

The reversal-conlirmation-day entry-strategy is used if a market has
reached a time and price zone anticipated for a trend change and a trend-
reversal signal is not made. The reversal-confirmation signal will provide
at Jeast a minor confirmation a pivot bas been made and allow the trader to
enter with relatively small capital exposure,
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Only about half of the highs and lows for this period in silver were made
on one of the three trend-reversal signals. A reversal-confirmation-day
(RCD) was made within three days of the other pivots.
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The two charts below show either one of the three rend-reversal
signals at each pivot high or low or & reversal-confirmation-day within two
days of the pivat,
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Trend-Continuation Eniry Strategies

Many traders are under the iilusion that trzdes cannot be entered with an
acceptable capital exposure after the new trend is established. OF course
thig is not the case, While the trend-reversal entry strategies are designed
to buy the bottom and sell the top, we must also have trading strategies
that allow us to enter after the new trend is confirmed. Trend-continuation
entry strategies do just that,

It is important to keep in mind that we are trading against a pivot
reversal. The Diynamic Trading analysis factors of time, price and pattern
are each designed to identify trend reversals as well as the probablc extent
in time and price of the new trend, There are several entry strategies with
low-risk and low-capital exposure to use after the new trend is established,

Inside-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 iow of the day is higher than the low of the
previous day. In other words, the price range of an inside-day iz within the
price range of the previous day.

An joside-day is a day of indecision. It is a day when traders do not
have a strong conviction as to the trend of the market. An inside-day often
occurs after a wide-range day when the range exceedad the average range
of the prior few days. Inside-days also often occur either after a trend-
reversal when traders have not yet made (he decision that the trend has
reversed or after a fast move and represents a brief period when traders
arg catching their breath, so to speak.

Usually, the direction of the breakout from the inside-day is the
direction that the trend will continue. Even more reliable, the direction
of the breakout of the day prior to the inside-day is the direction that the
trend wiil continue.

Because no single entry strategy is foolpreof, each trading strategy
must provide the trigger that tells us that the market is not going to go
our way. In other words, the stop-loss strategy assoctated with a particular
entry strategy must be formulated within the same context of market
activity as the entry strategy. Traders must always keep in mind: A
market analysis and irading strategies are « matter of probabilities.
Losses are inevitable and a cost of doing business. The trading plan
rust provide a stop-loss approach that mininiizes losses when they pecur.

6-18
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i En 1-Up Rul

1. Only enter in the direction of the trend. What is the direction of the
trend? Against the last pivot reversal consideréd the beginning of the
new trend as suggested by the time. price and pattern dynamic trading
analysis.

. Toenter a long position, as long as the low of the day prior to the

inside-day has not been exceeded, on the day following the inside-day,
buy at one tick above the high of the day prior to the inside-day.

. Place the initial protective sell stop one tick below the lower of the low
of the inside-day or the low of the entry day.

Inside-Day Entry Set-Up

As long a5 the low of the day prior to the inside-day has not been exceeded,
buy the break above the bigh of the day prior to the inside-day .

Placc the initial protective sell-stop one tick below the lower of the inside-
day or entry-day low.

f(|,f

Trend Up

Protective Sell Stwop

‘ ‘ | I lower of inside-day or

Buy Stop 10 enter

-LP'mtactiva Bell Stop

entry-day low,

Trend Up
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Inside=-Day Entry Strategy

Ingide Days are rmarked by the boxeg aboe the day.
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All of the inside-days (ISD) for the period shown for the S&F are
marked by the software program with a smail solid box above the inside-
day. For these examples, we are considering the inside-days out of the
gontext of any technical analysis and trend position. We will assume the
technical analysis signals the trend is up throughout this period and only
buy-signals would be considerzd.

ISDs #1-4: Each of these Tour 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 loug trade was not elected as the high of the day prior to the
inside-day was not exceeded prior to the sharp decline.

18Ds #6 and T: Each were ideal trend-continuation trade set-ups where the
trend continued higher.

ISD #8: The day following ISD #8 exceeded the low of the ISD but not
the low of the day prior to the inside-day. A long trade was elected with
the initial protective scll-stop one tick below the entry-day low.

ISD #9: The duy following ISD #9 opened below the day prior to the
inside-day voiding a buy entry sigmal.

6-20
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Assurne the Dynamic Trading analysis signaied the trend was up from
the Sept. 6 low, down frem the 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 Considered

#1: No trade entry. The day following the inside-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 see in the
next section, the day fellowing the inside-day was an outside-day entry
set-up.

#3: No trade entry.

#4: An ideal trade entry. The bullish trend continued without stopping out
the inside-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 inside-day. If the market was at or approaching a time and price target
for a trend-reversat top in late Nov.-early Dec., the trade would not be
taken.

Trend Down From Dec. 3 - Only Short Trades Considered

#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 a small
loss.

Trend Up From Jan, 29 - Only Long Trades Considered

#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 consistent bull trend contitued after the long position
entries. Two were small losses,

While inside-days occur frequently, a trade was not triggered
following each inside~day. Whether a trade is triggered depends on the
trend direction and the price range following the inside-day.

In several of the cases with these two charts, the day following the
inside-day did not exceed the range of the day preceding the inside-day
and a trade was not triggered. The rules could be expanded to include z
breakout in the trend direction of the day prior to the inside day at any
time following the inside-day, If this rale were added, trade entries for the
bond period shown sbove following ISDs mumbers 2, 8 and 11 would have
been successful entries.

Why haven’t I broadened the rules to include a breakout of the range
of the day prior to the inside-day at any time following the inside-day?
Because 1 haven’t thoroughiy tested this broader rule on a wide variety of
markets, and I only want to present to you those strategies that have been
thoroughly tested which have the highest probability of success,

6-22

A

apcBourselrr S @obCBourselirt) s sele2)e



http://abcbourse.ir/

Dynamic Trader - Chapter 6

Outside-Day Trade Set-Ups

An outside-day is a period of range expansion. A market nsnally continues
in the direction of the close of an cutside-day. The cutside-day entry set-
up requires the market to be monitored during the day.

Outside Day Trade Set-Up Entry Rules

1. Cnly enter in the direction of the trend.

2. For & buy set-up, if the market first exceeds the low of the poor day
without having exceeded the high of the prior day, buy one tick above
the high of the prior day.

3. Place the initial protective seli-stop one tick below the low of the entry
day up to the time the trade is entered,

4. 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 close to be in the

anticipated trend direction 15 a negative signal and reason to exit the
trade.

Outside-Day Entry Set-Up

[{ the market has firzt exceedad (he prior dzy's low, buy the break above the
prior day's high,

Place the protective sell stop cng tick below the low of the eniry day.

Exit the trade on the close il the ciose is below the current day's open and the
prigr day's close.

Buy Sitop
| — Buy Stop
= Exiton
‘ Protective Sell Stop ‘ close
Trend UTp | | | Trend Up
6-23
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Outside-Day Plus Entyy Strategy (OSD+)

The outside-day entry strategy described above requires the market to be
monitored during the day. If this is not possible, enter on the break of the . !

outside-day the following day if the break is in the direction of the trend.
Also use this entry stralegy even if the cutsideday entry was exited on the T

close. Maintain the buy order until the market has broken out of the range
of the outside-day.

ide-T» uz Entry Rules

1. Ounly trade in the direction of the trend.

2. For g bull trend, place a buy-stop one tick above the high of the
outside-day. Maintain the buy-stop until the price range of the outside
day is exceeded.

3. Place the initial protective sell-stop one tick below the low of the
outside-day,

Outside-Day Plus One (OSD+)

Unly (ake g signal in the trend direction.

Buy ong tick Above the pmside-day high.

Place the protective sell stop one tick below ihe cutside-day low.

Buy Stop Buy Stop

Frotective Sell Stop ‘ .

|
|

Trend Up

| —
"

Trend Up
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Outside-Day Entry Strategies

Trend Down From Sept. 12
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Trend Down - Only Consider Short Entries

Each outside~day for this period is marked by a the solid box above the
day. A bear trend began Sept. 12. Only short position trade set-ups are
considered. For short position set-ups, the high of the previous day must
be exceaded during the day before the sell-stop below the previcus day
may be made.

Sept. Z3: An outside-day was made, but the open was below the low of
the prior day. A sell ordet was not considered as the low of the previous
day was exceeded before the high. An OSD+ may be possible the
following day. As long as the high of the outside-day is not exceeded,
maintain a sell-stop one lick below the low of the outside~day. Three days
later, the sell order is elected. The protective buy-stop is placed one tick
above the high of the outside day. It was never clected as the trend
continued down.

Oct. 2: The open is above the prior day’s high. Piace the sell-stop one tick
below the pricr day’s low. The sell order is elected later in the day. The
close is below the currens day’s open and prior day’s close, The protective
buy-step is placed one tick above the Oct. 2 high. Traders who didn’t enter
short on Oct. 2 may place a sell-stop cne tick below the low of the outside
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day for an OSD+1 sell strategy. This would have becn elected the
following day.

Oct. 21: Beans opened one tick above the prier day’s high. A sell-stop is
placed one tick below the prior day's low. It is elected later in the day. The
chort trade is nat exited at the close of the outside-day becanse the close 18
below the current day’s open and prior day’s close. The protective buy-
stop is placed one tick above the high of the outside-day. The short
position is stopped out three days later.

Buy above the prior da = J.- 1160
high for bimiupgma-dfy: T }Hf i
!HT 1 "
1“ J .l 14T
BL
"{lh! [ m -
!1[{ 1y - l
ul YHt e
5{”'1 II1 (F{ 1IE‘:h“IE!u;.ral:c:u.f.‘:1‘.hf:[.'nri|::||1'a:l:q.l's !
. high for both outside-days.
1 ] Ilqég H
1 l.J'[ | SR Buy above prier day's high.
i -
_ Trend Up From Sept. &
. i Lm*u
Wy & 15 22 2@ Goes 13

Trend Up - Only Consider Long Trade Entries

Sept. & was an outside-reversal-day which began the bul} irend.

Sept. 10; Since the trend is up, only set-ups for long trades are considered.
This outside-day did not meet the conditions for a long entry.

Sept. 23; Perfect ontside-day entry set-up. Bonds ppened below the prior
day’s low. Place a buy-stop onc tick above the prior day’s high. The buy-
stop was elected later in the day and the close was above the current day's
open and prior day’s close. The protective sell-stop is placed one tick
below the low of the outside-day. Bonds continued straight up.

Oct. % The set-up conditions for a long position Were not made.
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Oct. 25 and 29: These were both ideal outside-day trade set-ups for lony
positions. A buy was elected each of these days dne tick above the high of
the previous day.

Nov. 20 and 25: Boih these days were also perfect outside-day trade set-
ups for long positions, The Protective sell-staps below the lows of the
outside-days were not elected,

Of the seven outside-days during the Sept, 6 low - Dec. 3 high bull
trend (96 reversal day not counted}, five met the conditions for 5 long
trade entry. Not one of the five was stopped out. The trend continued up
in each case,

Outside Day Plus One: Each of the days above that made the cutside-day
trade entries also could have been entered op the day following the
outside-day with the OSD+7 cuiry strategy. The capital exposure would
have been slightly higher for each of these entries as the buy price was

slightly higher,

Quiside-day trade entry strategies are very high probability with
relatively low capital exposure. Like all trade entry strategies, they must
be considered in the context of the frend directian and the position of the
market within the trend. If the dynamic technical analysis is signaling a
tread is near termination, new trade entries should not be considered
except for very short-term trades of -3 days.
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Gann Pull Back Trade Entry Set-Up (GPB)

The Gann Puil-Back entry strategy is based on W. D. Gann's observation
that minor corrections in trending markets usually only last three days or
50, This is a comect observation as anyune who has studied market trends
is aware. The Gann Pull-Back trade set-up is designed to enter a trade on
the minor corrections against the main trend.

Pull-B Entry Byles

1. Oniy enter in the direction of the trend.

2. For a sell set-up, the three most recent days must each have higher
highs or any combination of two higher highs and an inside-day. Tust
the opposite for a buy set-up.

3. For a sell set-up, place a sell-stop one tick below the low of the prior
day once the set-up conditions are met.

4. If the market makes a new high, adjust the sall-stop ene tick below the
low of the prior day,

5. Place the initial protective buy-stop one tick above the higher of the
high of entry day or the day prior to eatry.

6, Exit the position on the close of the entry day if the close is ahave the
current day's open and the prior day’s close.

6-28
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{yann Pull-Back Trade Entry Set-Up |
* If the market has made ai least 4 three day counter-rrend, sell one tok below the
" prior dey's low.
" Plaee the initial protectve buy-stop one tick above the high waded for the
Sotietbon.

Trend Direction Down

Three higher highs.
Set-up corditions Lo sell complecs.

Sefl-stop to enter ope Lick
’ l | below the prior day’s low,

Place the proizctive buy-stop {PBS)
one tick abows the higher of the entry-
PBS / day high or prior day's high.

‘ & Sell Stop To Enter

Flace the profective buy-stop one
tick above the higher of the entry-
day high ur prioe day's high, This

L/ example zssumes the entry-day
high was made prior to the scll-
slop being electad.

| Sell Siop To Enter

Exit on close if the close is
abirve the entry day apen and

I j l/ the prior day s close,
| | | | L‘ P Sell Stop To Enter

A
¢
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Trend Up - Only Consider Long Trade Set-ups

| The S&P bull trend was well established in Oct. 1996. The Gann Pull-
i Back trade entry technique should only be used to initiate long positions.
The days following the Oct. 21 high are numbered for reference,

Day 3: The set-up conditions have been met. The S&P had made three
consecutive lower-lows on Day 3. A buy-stop is placed one tick above the
Day 3 high.

Day 4: The buy-stop above the Day 3 high was not elected. A new low is
made on Day 4. Adjust the buy-stop to one tick above the Day 4 high to
enter a lonyg position.

Day 5: The huy-stop was elected. The initial protective sell-stop is placed
one tick below the low of Day 4. The low of Day 4 was one tick below the
prior day’s low, This protective sell-stop was hit later in the day for a
small loss on the day. Because the market has made anolber consecutive,
new low, & new buy-stop is placed one tick above the high of Day 5.

Day 6: A new low is made without electing the buy-stop one tick above
the previcus day's high.

i Day 7: The buy-stop to enter a long position is adjusted to one tick above
the Day 6 high. The buy-stop is elected. The trade is exited on the close

for a loss as the close is below the current day’s open and prior day’s
close.

6-30

A

apcBourselrr S @obCBourselirt) s sele2)e



http://abcbourse.ir/

Drvnamic Trader - Chapter 6

The following day, the bull trend resumed. The Gann Pull-Back entry
strategy has not placed the trader in a long position on the six day correc-
tion. The rule to exit the trade on the lower close on Day 7 took the trader
out of a long position cn the day prior te the resumption of the bull trend.
Professional traders stick to the entry rules, even if the rules vccasionally
take you out of a trade.

Thrae days jater on Day 10, the 8&P made an inside-day trade set-up.
The following day (Day 11) triggered a long 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.

I purposely chose an unsuccessful example first, 50 you would keep
a firm grasp on reality and the principles of trading. Not all trading
stralegies are successiul all of the Limne. The key is to follow the trading
strategy rules which are designed to keep losses small. It is alse important
to have two or three trend-continuation entry stralegies as part of the
trading plan. When one fails, the other is likely t¢ be successfil.
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Trend Is Up - Only Consider Long Trade Set-Ups

The above chart shows the first 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 wrading
day following the Nov. 26 high, the S&P made the first lower-low.

Day 3: The third lower-low. The set-up is complete. For a long trade entry
on Day 4, place a buy-stop one tick above the Diay 3 high.

Day 4: The buy-stop is elected to enter a long position, The initial
protective sell-stop is placed one tick below the Day 3 low. Hawcver, the
Irade i3 exited on the close for a small loss. The close of entry day was
below the current day’s open and the prior day’s closc.

Day 5: At the end of Day 5, the set-up conditions of three lower-lows or
two lower-lows and one inside-day are not met. The 5&P has not made
three consecutively lower-lows. The S&P rallies for two days {Days 6-7)
followed by a resurnption of the decline.

Day 10: A new set-up for a potential long trade is in place. The S&P has
made three consecutively lower-lows at the completion of Day 10. A bay-
stop to enter a long position is placed one tick above the Day 10 high.
Day 11: The buy-stop is elected as the Day 10 high is exceeded. The
initial protective sell-stop is placed one tick below the Day 10 low. The
sell-stop 1s elected later in the day for a loss. Even though the prior day's

6-32
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high was exceeded, the S&P is stll making lower daily lows, A new buy-
stop is placed one tick 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 elected for a long position. The initial protective
seil-stop is placed one tick below the Day 12 low. The S&P rallies
strongly. Within just a day or two, the gain from the long trade has more
than off-set the losses from the first two attempts (o position long.

A minor high is made Dec, 31,

Day 16: The S&P has made three lower-lows for a Gann Pull-Back trade
entry set-up, A buy-stop to enter & leng position is placed one tick above
the Day 16 high,

Day 17: The buy-stop is elected. The initial protective sell-step is placed
one tick below the Day 16 low. The bull tread continues 1o new highs.

As you can see fron the set-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 comections o the main trend. It may take two
ot three attempts to enter, The key is that unsuccessful rrade entries only
resull in relatively small losses which should be quickly recovered by
profits of the successful trade entry.

As with all trend-continuation entry techniques, it is eritical to first
determine the main trend direction and only take trades in the direction of
the larger degree tend. It is also important to be alert if the Dynamic
Trading analysis indicates a trend is nearing completion. I it appears to be
heating a zone with a high probability of completing the trend, trade
entries should be avoided.

There are many other trend-reversal and trend-continzation entry
strategies that are applicable to unigue situations, Whole books bave been
written on short-term entry strategies such as Connor's and Raschke’s
Street Smarts and Cooper’s Hit and Run, both of which are highly
recommended. If incorporating other short-term entry strategies, keep in
mind to only consider them within the context of the trend direction and
marke! position.
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Protective Stop-Loss Adjustment - Protecting Unrealized Profits

The prior sections described the initial trade-entry sirategy and the initial
stop-loss placement. If the trade-entry strategy is successful and the initial
protective stop-loss is not elected prior to the trend continuing in the dirce-
tion anticipated, the next objective is protecting the unrealized profits of
the trade.

If a protective stop-loss 18 brought too close to the current position of
the market, the trade may be stopped 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 substantial portion of the unrealized
profits may be “given back™ if a trend reverses prior to an snticipated
reversal.

While there is no perfect solution te this conundrem, Dynamic Trading
analysis and trading strategies will help to limit losses and protect the
majority of unrealized profits.

The Principles of Stop-Loss Placement

Dynamic Trading analysis methods help to identifyy how long in time and
price a trend is likely to continue, the specific time and price zones with a
high prebability for trend reversal and the pattern that signals a trend
termination.

1. The protective stop-loss should be kept relatively far from the current
market position until the trend is confirmed.

2. The protective stop-loss sheuld be brought relatively close to the
market position when the Dynamic Trading analysis signals a trend
has a high probability of terminating.

3. As aend continues, taders must have a plan to adjust protective

stops to ¢ither reduce the capital exposure for a loss or protect

unrealized profits,

4. Tf a market approaches a set-up of projected time, price and pattern
that signals the trend has a high probability of terminating, the
protective stop-toss should be brought very close to the current market
position.

There are many protective stop-loss strategies that may be utilized.
The mwost effective and togical ones will be contingent on the market
activity as it unfolds,

The initial protective stop strategies for trend reversal and aend
¢ontitiuation trade-entry have already been described, |t is usually prudent
to keep the initial stop away from the market in the initial stages of 2 trend
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until the market has confirmed that a new trend is underway. The initial
stages of a trend can often be volatile with the market coming back to test
the pivot extreme. What about when a trend 15 underway? How is the stop
adjusted on a perindic 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
4 bull market is the market that makes higher-highs and higher-lows. If the
mast recent low is exceeded, the bull trend is probably over. I the most
recent high is exceeded, the trend is confirmed.

A strategy 10 adjust the protective stop-loss in a bull trend is to place it
one tick below the prior swing low. As higher swing lows are mads, 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. In astrong wrending markel, price may move a great distanee withont
making a new swing pivot. The PSL may remain a great distance from
the current market position and & substantial unrealized profir may be
greatly reduced before the PSL is elected.

. If a market enters a prolonged, volatile trading range, the trader may
be whipsawed to ruin priot 1o the trend getting underway. In the long
run, net profits will only accrue from markets with larpe 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 stop-
loss position. The initia! stages of a trend 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 short in price and fime as the vast majority of traders are one-
sided in their opinion of the market position.
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Three-Day Low or High (3DL. or H)

If a trend is valid, there should only be minor corrections to the trend. If
you examine long histoties of daily chagts for many markets, you will find
that once a trend 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 a market trend progresses.

A three-day low is the lowest price of the three days from the extreme
high, inclusive of the high day. Inside-days are not counted. It is not the
s410¢ as the low of the most récent three days.

Three-Day Low
The lowest price of the thiee days from the extreme high, inclusive of the high.
Inside days arc not counted.

" Figure 1 1 Figure 2 !
3 ' 2 ‘
3 |
| '
DL (inside-day not covmted)
Figure 3 1 Figured 3 1 -
2 4 2
3 | |
!
| ibL
IDL (mside-days oot counted)

In the figures above, the three days used to determine the three-day
low are labeled 1, 2 and 3. Day one is always the highest price of the
immediate trend. In flgure one above, the inside-day following day-two is
not counted. In flignre two, 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-a is an inside-day to day-two,
While day-b is not normally considered an inside-day because it traded
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outside 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
excecded. In Bgure four, the 3DL will not change' until price moves
outside the range of the high of day-one and the Jow 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 inside-days.

Adjusting Protective Stop-Losses To The 2DL and 1DL

Stop-losses placed one tick helow the 3DL will nsually keep you in the
mgrket through the majority of the wend. As a market nears a target with a
high prabability of completing the wend, the stop-loss should then be
adjusted daily closer to the current market position to the two or one-day
taw,

The charts on the following pages illustrate when three-day lows and
highs were exceeded for several markets. These chart illustrations are
simply for you ta be able to identify the position of the three-day highs
and lows. Other analysis and trading factors are not considerad.
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Three-Day Lows

During the Dec. 17, 1996 to Feb. 19, 1997 rally, the S&F exceeded the
3DL three times as noted by the bold honizontal bars 'on the chart below.
Daily reversal signals are also noted.

M MDEX, SMIX37 D]
Three-Day Lows SOL) Jlﬁr'i'T l a0
O5RD J mL h IH 80,00

T -
{' I 1 750.00
0SRD 0L N\
]'Li! JLlf ”I RCD }760.00
nL
IRCD b ran.m
HEI - T30
4 aCes Eﬁ:hz: i %ﬁa; 17 _’aﬁ;ﬁ?m 7Fah E&'—m

Mor A 0-Wr G7 | 280730 | HENE 50 | L 9ca 10 § CEns 00 Fan

The main trend of the S&P was very bullish during this period. As you
¢an see, the S&P rernained 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 are nated. Follow
the daily bars one day at 4 time beginning with the Dec, 17 low and notc
cach new 3DL. Remember to not count the inside-days.
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Three-Day Highs (3DH)

RN
- |DOMEN SILVER 50397 D]
w

F}‘Hﬂkh Three-Dxy Highm (3DH}

LW'J'

IILH AHH: zide-Day does not count.

‘tl Firet 30H b ba excanded.

/ﬂl}.pl{ ]ﬂnl"ll‘ ﬂ| 30H

A new, lowar 30H will not be made
until the Sapl. 20 [ow ks axesadad

Silver was in & consistent bear trend from the Aug. 1996 high into
the Jan. 1997 low. The first 3DH to be exceeded was the trading day
following the Nov. & low.

Note that the 3DH in late 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)

w - E“H‘F 1170
H l Thres-Day Highs [30H) 1EQ
1 . } { ' [ 1 1

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 consideration to market position or trading
strategies.

A 3DH or L would not be used as a protective stop-loss target if the
time, price or pattern analysis signaled 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 Positions - Short and Intermediate Term Trades

Initial positions should be taken with two or three units. A unitis a
specified number of contracts. For our discussion, we will consider one
unit i3 one coniract. If two contracts are traded. one contract should be
considered a shori-term position and one an intermediate-term pogition.
If the market moves in the anticipated direction, the objective is to take
profits on the short-term position relatively quickly and remain in the
market with the intermediate-term position for the majority of the trend.

Why cover the short-term position relatively quickly? If the technical
analysis of the markets was right-on all of the tme, we would hold atl
positions to the ultimate trend objective. No analysis method is correct all
of the time. The abjective is to take profits on one unit relatively guickly
in the event the market does not reach the trend objective.

Profit Objective For Short-Term Positions

What is the target for profit-taking on the short-term pesition? As with
every aspect of trading, the first consideration is the philogsophy or concept
behind the trading guideline.

Short-Term Profit Objective

The minimen profit objective for the short-term position should be
the minimum price target anticipated if the main trend is rot in the
directicn anticipated but is only a corraction.

Far instance, if the trader believes that a new bull-frend is beginning,
what would the price ohjective be if the rally was only a typical correction
to the prior bear-trend. In other words, what is the minimum expectation
of the rally if it iz only a corrcetive rally to a bear trend and not a new bull
trend? The short-term long positicn would be covered if the market
reached the minimum priec anticipated if the main trend bad not turned
and the rally was only a cotrection.
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Price Objective For The Short Term Position

The minimum price target if the main tend is oot in the direction anticipated.
With the case helow., if the tally is a correction and not the beginning of a new
bull trend, the minimum objective anticipated for an ABC correction is usually
where wave-C equals the price range of wave-A.

Price chjective for one vnit (shott-term position) at
the 100% Alternate Price Projection where the
price range of C would equal the price cange of A

Y

Assume two unit long
posibon taken nzar B ar 2,

Beginning of
Bull Trend?

In the example above, profit should be taken on the short-term position
either at or near the 100% Alternate Price Projection or the trailing
protective sell-stop on the short-term position should be adjusted close to
the market such as one tick below the prior day’s low if the 100% APP is
reached,

The exarnples of short-term profit objectives on the following pages
do not attempt to show all of the possibilities. They only show the
assumed major trend and where is the short-term profit chjective. They
are designed to make you think. If you know how to think in terms of
your trading objective, you will be able to make a logical trading decision
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 a profit objective for
the short-term units of a multiple-unit position.
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Short-Term Profit Objective

N Wl W
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Lei's assume that cur analysis of the bond market concluded that the
Dec. 3 high was the beginning of a bear trend that should continue to
decline below the Sept. low. Where should the profit objective be for the
short-termn units of a short position?

The profit objective for the shon-term position should be at the price
target that wonld be anticipated if cur outlock for 2 new major bear trend
was incorrect and the decline from the Dec. 3 high was a correction to a
bul erend and not the beginning of a new bear tend.

If a bear trend is underway, Dec. 17 should be a Wave-1 low and
Dec. 30 should be a Wave-2 high. If the decline is a correction, Dec. 17
should be a wave-A low and Dec. 30 a wave-B high. The price zone of
109.22-108.17 would be the logical objective for a wave-C low if the
decline is a correction. This price zone includes the 100% Alternate Price
Projection where W.C = 100% W.A and the 61.8% retracement of the
prior ralty. 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 position on the shori-term units,

It is important 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 prolits on a portion of the shert position.
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Short-Term Proflt Objective

e

fram the Jak. & high.

The sggumphon is the main trend tumed duw:{

Cmide made what appeared to be a wave-5 high on Jan. 9 on a key
reversal day. Let’s assume our analysis Suggests a major bear trend
began with the Jan. @ high and we took a multiple short position at or
near the Jan. 9 top. The initial sharp decline and rally is labeled 1 or 4
and 2 or B on the chart above. The same wide-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 zone. This price zone
includes where W.C = W. A, the 50% retracement from the Nov, 6 low,
the 51.8% retracement from the Dec, 11 low and the 100% Alternate Price
Projection of the Dec. 6 H-Dec. 11 1.

Crude reached this price zone in the secend half of Tan. The short-
term, profit-taking units of the short position should either be covered at
this price zone or the protective stop-loss brought very close to the market
such as trailed one tick above the one-day-high [ 1DH).
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Short-Term Profit Ohjective

Assume Tha Bain Trond Tumad
I Dewn From The Fab. 13 High

ok 1 ke 57 | C 807 30 | H 4550 | L BO41D [ S0

On Feb, 19, the &P made a reversal day lngh. Let’s assume we

considered that top a5 the beginning of a major bear trend. The S&P
declined to make a swing low and high that are labeled 1 or A and 2or B
on the chart above, If the decline werz a correction and not the beginning
of a major 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 slightly exceeded this price zone and reversed sharply up.
Profits on the short-term units of a short position would be taken when
this price was reached or the protective stop-loss brought very close to the
market.

On the chart above, [ have shown a few days following the March 3
low. If a five-wave bear sequence had begun from the Feb. 13 top, the
S&P should not trade above the wave-1 low prior to completing the five-
wave sequence, Remember the Eiliott Wave guideline that wave-4 shonld
not trade into the price range of wave-1.

In early March, the S&P traded and closed into the range of wave-1,
voiding a five-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 closing low, the
five-wave, bearish impulse sequence is voided. All short positions would
be abandoned when this occurred.
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Intermediate-Term Profit Ohjective

Where is the cbjective for the second umt of a position? It 1s most
important te first have a concept of what we are trving 1o accomplish
and the practical application usuaily follows with little effort.

Iniermediate Term Profit Objective

The intermediate-term profit objective is where time, price and
pattern coincide to signal the termination of the bend,

In other words, the profit objective is defined by the market activity
particular to any one sitnation. While this sounds very vague, it is firmly
grounded in the reality that a market is dynamic and fixed rules for profit-
taking are not based on the reality of a dynamic market. Dynamie Trading
analysis methods will usually provide you with a finm opinion of the
current position of a market and the high probability objectives of any
trend or counter-trend,

We will 1ake a look at just cne example of how Lo be prepared for an
intermediate-term position profit objcctive. The important lessen to learn
from this example is how to think in terms of identifying a profit

objective. The Purting It All Together chapter will provide a vanety 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
all of the factors here to illustrated the abjective for an intermediate-term
position. The previcus chapters provided more detail on the position of
bonds going into the Nov. 1994 Jow,

As you will recall, Aug. 2, 1994 was a wave-4 high counting from
the Oct, 1993 high. In early Oct. 1994, bonds declined to make a wide-
range, reversal day up on Oct. 7, just two days following a Dynamic Time
Projection with a potential for making a low. Two factors clearly indicated
that the low was probably not complete on Oct. 7.

1. Clearly, a five-wave decline had not completed. The decline from the
Aug. 2, 1994 high tc the Oct. 7, 1954 low had all of the characteristics
of the first three waves of a five-wave sequence.

. The Time Riiythm Zone projection for a low did not begin until Oct,
26. The second Dynamic Time Projection of Nov. 11-14 fell right
within the TRZ for & low.

These twa factors, time and pattern, stroagly snggested that bonds
would continue lower to at least late Oct. befors completing the decline
from the Aug. 2 high. The tirne, price and pattern factors had not
¢oincided to signal the trend was complete.

&1 0pwamic Toncer - W E-G - [T, AOMDS  USEES DJ

! men-lﬁlllz_';:rml Projactions For PHea Tanget Forwian 55 Lows

Ol 3§ o Mow. 71,74 94.14-08.00

Tima Rfwthm Zone For vwave-E Low:
H  OcL. M-y, 28

Friitdhonsd | O pF1T | HIS O
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Fellowing the Oct. 18, W.4:5 high, bonds continued to decline to
new Jows 8s anticipated. A price target for the W.5:5 low was 96.14-
96,00, Bonds had declined to new lows inte the Time Rhythm Zone for a
low which began Oct. 26. On Nov. 11, right within the TRZ for a low and
a Dynamic Time Projection for trend change (Nov, 11-14), bonds made
a low of 96.01, precisely within the price target for the low.

Time, price and pattern had all 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 lgh. The following day,
bonds completed a snap-back-reversal day. The bear trend was complete.

This is a real 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 impottant
for this discussion. What is important is that you understand the concept
of trend and profit objectives. When you understand the concept, you will
be able to judge from most market positions the logical objective for the
trade.

A profit objective for the intermediate term position is when the
dynamic technical analysis signalys that a trend s at or near

completion. That is when pratective staps are brought very close to
the market.
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Trading Log - An Important Key To Success

It is very important that all traders keep a trading log of one form or
another, particularly in the early years of trading uniil good analysis and
trading habits are formed. The trading log may be in a journal form with
entries cach day concerning the relevant information for each market thar
you intend to trade or in a chart / data format. k is less important how
detailed is the trading log than whelber it is consistently updated on a
regular basis,

Consistently keeping a trading log will provide several benefits.

1. Tt will help ensure Lhat you keep current on all relevant information
needed to make a trading decision.

2. You will be prepared in advance for the market activity that provides
ar| acceptable trade set up.

3. You will have written down in advance the trading strategies to
implement including the specific entry and initial protective slop-loss
orders.

4. It will facilitate the trader to keep assessed of the market positien in
order to manage the trade until closed out.

3. 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 consistentty updated trading log will help you to define specific
trading rules and strategies.

7. The trading log will be u permanent record of your thoughts, ideas and
motivation for each trade which will help you to leam about yourself
as a trader.

If the trading log is kept in & journal format, I suggest keeping a
separite journal for each market or at least for each market group. That
way it will be easier to follow the line of thought regarding the analysis
and trading strategies for each market.

1 use and recommend a chart / critical information format for several
reasons. [ know the key information that [ need to develop an opinion of
the position of a market and the necessary wrade set-up to consider entering
a trade. Since the categories of that information are always the same, it is
easiest to develop a form where 1 will not forget to include the key
information, and I can review the critical 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, almost every successful trader that T
have talked te keeps a trading log of one form or another. And, they
review the trading log on a regular basis for keys to avoid mistakes and
improve trading performance in the future. 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 also include a brief description of your opinion
of the market, what will constitute a trade set-up and whar are the specific
triggers that will signal a trade,

{ne of the important benefits of a trading log is that i1 helps to employ
the discipline that all of the decisions for trading are made in advance.
Once the criteria for a trade are decided upon, it is simply a marter of
waiting for the market to meet that criteria and the trader then automati-
cally takes action.

The following pages include formats for a trading log that are helpful
to prepare for and follow through cn a trade. I like to keep all of the
relevant information on one page which includes a current chart of the
market. T 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 complated trading
logs.
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Trade Preparation and Initiation Worksheet

The purpose of this form is to ensure the trader is aware of all of the
critical information necessary before making a trade. This form is
completed as a market is approaching a set-up for a potentia! trade.

The relevant techmical information is included as well as the “set-up”
that is rsquired to iniliate the trade and what trading action wil! be taken
if a trade is initiated.

Trade #/Dare: Assign a number to the trade and date the worksheet, If
multiple workstwets are made relative to the one trade, they will be kept in
order.

Objective: The objective is a short note of what to anticipate from
the trade within the context of the analvsis, It is often stated in terms of
the pattern that is developing 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 marker
positien. If your trading plan includes the restriction of never tradin £
against the intermediate tetm trend, this will be a reminder in which
direction you must trade. Always include the date of the pivot each
trend began,

Time {PTPPs): The Projected Turning Point Periods projected from
the past pivots. Include the date of the past pivot and the projected dates.

Price-Res. (Resistance) and Support: Shows the potential price
slpport and resistance zones and the date of the pivots from where they
are projected.

TCS (Trend Centinuation Signat). Usually a price level that, if
exceeded, indicates the continuation of the trend. Can also be a time
objective. If the trend continues bevond the time objective it is g signal
that the trend will continue.

IRS (Trend Reversal Signal): Usuvally 2 price level againsi the trend
that, if exceeded, signals the current trend is exhausted and has reversed.

Fartern: The current position of the market relevant to pattern.
Frequently includes an Elliott wave count. It may he as simple as a
statemnent whether the market is in an impulsive or corrective position.

Set-Up: Briefly describes the market activity that is required for a trade
set-up. This could be a reversal signal at a time and price coincidence,
break-out of a prior swing pivot or any other criteria that is required before
& trade is acceptable.
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Action To Take: This is the trade that will be tuken 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
space for the order nurmnber given by the brokerage company.

Filled (D/T/P)?: The date, time and price am order is filled.

Canceled (I¥T)?. The date and time if the order is cancelad prior to
being filled,

initinl PS {Proteciive Stop): The initial protective stop-loss order
me¢luding the brokerage fitm's order number. A posilion is rever open
without an epen_protective stop-Ioss order in the market. If the “Filled™
space is complete and there is no open protective stop, quit trading, No
one m 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
adjusiment of the protective stop-loss order. Space is provided if the initial
trade was up to three units as the PS on each unit may be different
depending on the ohjective of each unit.

Commeniary (Include Date): Tt is not Necessary to complete a new
worksheet each day. Make a brief note each day or just when any relevant
information changes as (o the position of the market or any other
mformation you might want to review at a later date.
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Trade Preparation and Injtistion Worksheet

Trade Objsctiva

Fllled? (D¥T/P)
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Trade Management Worksheet

Use this worksheet to monitor a trade while it is in progress. It includes
the same categories of technical 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, The trend continuation (TCS) and reversal (TRS) signals may
change as a market progresses.

Trade # & Date of Worlsheet: The Trade # followed by the work-
sheet number relevant to this trade and the date the worksheet was first
prepared.

Current Position; The carrent trade position including the market,
¢ontract and long or short.

PS-00 (Protective Stop-Open Order): The open protective stop-loss
order and its brokerage firm number.

Add Poasition: Describes the market activity that will signal to add to
the initial position.

Adjust PS (Units 1, 2 and 3): Describes the market activity that will
signal an adjustrnent to the protective stop on each position.

ST-Okjf (Short-Term Objective): The profit ohjective for the short-term
units of a multiple unit position.

Commentary: Enter a brief any day that any additional relevant

information develops. This section may include dates of reports that
are relevant to this market.
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Closed Trade Critigne Worksheet

The Closed Trade Critique Waorksheet ts completed when all positions of a
trade are closed out. A review of each completed trade 'will be one of the
most important factors to help improve your trading performance.

The Trade Critigue Worksheet includes space for the account
information of the trade including entry and exit date and price, net profit
or loss, etc. It also includes space for ttade comments and, most impor-
tantly, lessons learned.

Trade # & Date of Worksheei: 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 7/ Exit The date and price of entry and exit of each trade position,

E/L {Prafit or Loss): The mamber of ticks profit or loss per contract of
each position.

# Con. {contracis): The number of contracts of each position.

{7nir Value: The dollar value of each tick for the contract traded

Com. (commission); The commission and fees charped per contract
traded.

Trade F/L: The net trade profit or loss for the position. This ¢considers
the mumber of contracts, profit or loss per contract and commission
charged.

Total Trade F/L.! The total trade profit or loss considers all positions
for the trade.

These worksheets were designed on a spreadsheet. The trade data rows
and columns described above were designed so the spreadsheet will
eutomatically calculate the Trade P/L. and Total Trade P/L.

Trade Comments: Include any comments you feel are necessary to
review the trade.

Lessons Learned: This is a very important section. Review what vou
did right as well as what could have been done batter 1o improve the trade.
You want to bath reinforce the correct actions taken so you will continue
1o take them in the future, as well as review if you did not follow your
trading plan so you will improve in the future. The Lessons Leamed
section will be your key to review whether your trading plan is acceptable,
and if vou are following it.
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Clowed Trade Critique Worksheet Marke Trade # / Date
Chart Ginag Hete
| —yr
Entry Exit
Lnit Date  Price | Date  Price | PA. | #Con.| Tick Value | Com. | Trade PL
1
2
AL
Total Trade P/ L: i
TRADE COMMENTS
|
i
i
LESSONS LEARNED
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Success Is A Cholce You Make

Preparing a series of trade worksheets may seem like a lot of work, but
they will pay big dividends in the long run. They are really not that time
consuming o initially prepare and keep up-to-date. In most cases, once
the initial worksheet is prepared, only a brief note is made each day uniess
the market provides new information that requires an adjustment to the
technical analysis position such as new time or price objectives.

The Putting it All Together chapter will include examples of
completed worksheets,

The worksheet formars described above are only suggestions. You
may design a format that you find more suitable, The important factor is
that you have the critical information needed to make a trading decision in
writing. You will have a permanent record of your line-of-thought,
apalysis factors and why you made the trading decision. You may ot
want to include a chart with each worksheet, but I find the chart a very
valuable reference of the market position when the trade was considerad.

Whether you use the formats deseribed on the previous pages or one
of your own design, one thing is certain, a rading log of some form is
critically important to your success, You will only be able to improve
upon your future trading activities by carefully reviewing your past trading
activities and monitoring your cwrent trading activities. This is a critical
principle for the success of any business.

If you want te be a success in the business of trading, keep a trading
log religiously and review it frequently. Remember to keep in mind:

Almost all consistently, successful iraders keep a rmd;ing log or
Journal in one format or ancther. Most unsuccessful traders do not
keep a trading log or journal,

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 the business of trading, you will keep a trading log.

6-58
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Trading Philosophy, Trading Plan and Trading Rules

All suceesstul businesses are driven by a specific obiective which includes
a plan of action: how to accomplish the objective. Most traders would say,
“my objective is to make a profit.” A profit is the eutcome of a well
thought out, well tested and implemented trading plan.

The Trading Philosophy is the general style and objectives of your
trading business. The Trading Philosophy will describe just what you are
irying to accomplish. The Trading Plan is the fundamental set of rules that
guide your trading decisions. The Trading Piar will describe the hasis of
the strategies and tactics that will be the guide to the day-to-day activities.
The Trading Rules are the specific guidelines which must be met before
a trading zction is initiated,

It 15 essential that the trading philosophy, plan and rules be well
thought out and in writing, The business of trading is like any other
business. Its success will not only be contingent on the knowledge of
the individual, but how well the business is planned. It is a mistaken
belief that most businesses fail in a relatively short period of time because
of a lack of capital.

The Business of Speculation Is Like Al Other Bosinesses

Mast businesses fail primarily because of a luck of planning and a

lack of knowledge of the business and how to manage the business.
It is no different with the business of trading, Significant capital s

prebably the least necessary component.

Each individual rader must develop his or her own trading philosophy,
plan and rules. ¥ou will never be successful in the long run by adopting
someone else's trading philesvphy, plan and riles.
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Trading Philosophy
The trading philosophy should be in & narrative ﬁ::rrrﬂI and describe:

1. The trading time frame, Is the objective to trade short, intermediate or
long-term trades? What 13 the general time frame considered for each
of these periods?

2. The general parameters of the type of activity necessary to indicate a
potential trade. Are you only looking to enter on trend-reversal sct-ups
or breakout trend-confirmation set-ups or both?

3. The general 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 irading objectives and will each have a different
trading plan and trading ruies.

The objective is to identify the rading condition set-ups for
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-ierm objective
on one unit and hold the second nnit to the termination of the
intermediate term trend.

Trend-reversal trades will be entered when the time, ptice and
pattern analysis factors indicate a trend reversal is probable and a
daily reversal is made. Trend-continuation trades will be made
following a trend reversal.

The capital exposure for any one position will not exceed 3%
of the account balance. All trades will 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 a trade is
held ontil stopped out. A completely different trading philosophy might
be:

The objective is to identify the main trend and only enter short-
term traries of one to three days in the direction of the main trend,
A protective stop-loss is trailed very close to the market and prefits
are taken at short-term price objectives,
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This is & completely different trading philosophy with 2 short-term
tirne frame and the objective to take relatively quick profits en successful
tradas. .

As with most businesses, you have a better chance of success if you
specialize. It is unlikely you will be successful by trying to be a short-
term, scalp trader as well as looking Lo trade the long-term trends thar
tast several weeks to several months. The analysis techniques and trading
strategies of each are much dillferent, Almost all successful traders
specialize in one {ype of trading.

The trading philosophy will provide the objective of what style of
trading you are trying to accomplish and the general parameters of how
you will accomplish the objective. The trading philosophy examples above
are just that, examples. It is important for you too think about what your
own trading objectives should be and for vou to develop your own trading
philosophy. This isn’t the time to develop paralysis of analysis. Don't get
hung-up on the details but take the time to simply state what you are trying
to accomplish i your trading business.

Trading Plan

We move from the very general Trading Philosophy to the more specific
Trading Plan. The Trading Pian consists of the fundamental principles

that guide your trading business, The Trading Plar does not include
specific (rade-action mles.

An example of a trading plan might include the following:

1. The first objective is to protect and preserve capital.

2. Only initiate 2 trend-reversal trade when at least rwo of the three
factors of time, price and pattern signal a trend-reversal is probable
and one of the four daily reversal signals is made,

. Only initiate 2 trend-continuation trade when at least two of the three
factors of time price and pattern have signaled a trend reversal and one
of the three trend-continuation entry set-ups is made.

4. Every open trade must have an open protective stop-loss.

3. Trades arc only exited by the election of a protective stop-loss, never
at a specific price objective.

. Never add to a losing postfion.
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The first objective is to protect and preserve capital. It seems Ludicrous
that this rule would even have 1o be stated. Almost all unsuccessful traders
focus on the ides of potential profits and ignore the potential for losses.
Almost all successful traders are fanatical about limiting losses knowing
that there is no possibility of being profitable or even staying in business
over the long run if capital is not preserved.

It is often said, “take care of your losses, and your profits will tuke
care of themselves," There is a lot of truth to this statement. [f you don't
take care of losses by limiting them, you will not have the capital to
commit to the opportunities to realize profits. The specific guidelings to
protect and preserve capital should be stated it the trading plan such as
the maximum allowable capital exposure per trade,

An example is the initial capital exposure per trade shall never exceed
3% of the available account equity. In this case, a trade will never be
entered if the stop-loss position is further from the entry position 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 $300.
The important factor is that you have agreed upon some guoideline to
preserve capilal by limiting losses. Every rading plan must include the
guideline to preserve capital by limiting losses.

Only initigte u trend-reversal irade when at least two of the three factors
of thme, price and pattern signal a trend-reversal is probable and one of
the four datly reversal signals is made. This trading plan principle
considers 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 considered. The trading rules will define the
acceptable conditions. This trading plan principle also limits the initial
trend-reversal, trade-entries to a specific reversal pattern. In other words,
tradcs will never be taken at the coincidence of projected time and price
targets, 10 matter how strong, without a reversal signal.

This part of the trading plan is specifically orlented to the trader
buying bottoms and selling tops when the high probability condilions
for a battom 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 wend. 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. Diynamic Traders have this
knowledge and an important part of their trading plan should be 1o take
advantage of these unigue technical analysis methods.

6-62
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Only initiare a trend-continuarion trade when at least fwo af the three
factors of time, price and pattern have signaled a trend reversal and one
of the three trend-continuation enfry set-ups is made, This puideline is
similar 1o the previous one except it addresses trade entries after & tremd s
established and limits the trend-continuation trade entries to specitic trend-
continuation set-ups.

Every open trade has an open protective stop-loss. If you ever have a
trade position without an open protective stop-loss order in place with the
broker, you are not a irader. You're an idiot. If there is a time in your life
when yon will be hit by a truck, have a heart attack or fall into a coma, it
will be when you have an open position. What if the market moves
relentlessly against your position as you are resisting going down that one-
way tunnel toward the light? Do you want the first words you iwear when
you return to consciousness Lo be “honey, what's a margin call?”

Trades are only exited by the election of a protective stop-loss, never at a
Specific price objective. The trading plan must include the rule for how z
position is exited. The exit rule as stated hers, requires a trade to only be
exited by electing a stop-loss. The specific trading rules will define the
specific position of initial and teailing protective stop-losses. A different
trading plan may accept profit taking objectives of a fixed dollar amount
or percentage gain on the trade,

Never add io « losing position. Adding to a Josing position could be ane
definition of inganity. Do two wiongs make a right?

A trading plan should clearly define the basic foundation of your
business of trading and the fundamental and general rules that will guide
your decisions. The trading plan described above is Just an example. Yours
may be more comprehensive. Bul 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 a firm guideline to the
direction yon are taking and the general, inviolate rules. It js not a plan
that dictates every individual action.

Planning is a three stage process that be £ins from the very general
and works its way t the specific. The Trading Philosophy is a very
generalized narrative of the direction apd ohjectives of the business. The
Trading Plan is a bit more specific and definitely provides some limited
paramelcrs on what activities will be engaged in. Step three is the Trading
Rules. The Trading Rules ars even more specific and provide the
conditions that rust be met before taking a specific trading action.
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Trading Rules

The trading rules are the specific quatifications tbat must be met before
any trade action may be taken. All rules are limiting by nature. Rules
always relate to a condition. The more rules, the fewer conditions
acceptable for a trade action.

A mechanical, trading system consists of specific, mathematicaily
defined and inviolate rules. Each decision is made by the “system” without
input by the user. n chapter one, 1 expressed my less (han positive opinion
of trading “systems™ and the absurdity of considering any business could
be successful without the application of the knowledge and judgment of
the business owner. So then what do I mean by trading rules?

Trading niles as used here are the minimum qualifications that must
be met before a trade action may be taken whether it is a trade entry,
protective-stop placement or trade exit. In other words, a decision will
only be made if a market is in a position where the probabilities for
success are in favor of the decision maker. Let’s consider a couple of
examples of trading rules.

A iriitia! trade entry is never rvaken prior to the market making ar least
a 50% retracemert from what is suspected as the extreme high or low. In
Elliott wave terms, traders would only look to buy when either 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 tirme with the greatest probability of being followed by a fast and
prelonged trend. In Elliott wave terms this would be the wave-3.

This rule would preclude considering buying the bottom of a bear
trend or selling the top of abull trend. This rule would force the aader
to wait for at least some minar confirmation a trend has reversed and to be
prepared to buy on the initial cormection to the suspected new trend.

This rule does not cause a trading action to be taken, but provides the
minimum qualifications for a market position before 1 rade may be
considered.

Another rule might be - The provective stop-loss shall never be placed
further than one tick beyond the three-day high or low once o market has
exceeded the [00% alternate price projection. This simple rule recognizes
that a market that exceeds the 100% alternate price prejection is probably
in an impulse trend that should only bave relatively minor corrections until
the trend is at or near completion. This is the time to trail the protective-
stop relatively close to the market.

A relatively short-term trader’s trading-plan may include a rule such

abcBourselr, 0 @b cBoursei U5 ) se lehe



http://abcbourse.ir/

Ironamic Trader - Chapter 6

as - The protective stop-loss will never be further than one tick beyond the
prior day's exireme once a pasition has reached a 3700 profir. This is a
simple rule that considers the protective stop-loss should be kept close to
the market position as soon as a minimum, unrealized profit is achicved.
For very short-term traders, the prior day’s high or low may be a long way
away. Ther minimum protective stop-loss rule may be much closer.
Anather trading rule may require a position be closed at a specific profit
objective, say $500, no matter what the outlock for the main trend.

As you can see from just these three examples, 2 trading nule may be
very specific and limiting, or it may only provide a minimum qualification
before a trade action may be taken.

Your Trading Rules Must Be Your Trading Rules

I'am not going to provide an example of a series of trading miles 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 technical analysis methods you
employ. Deveioping vour own, specific trading rules will require you to
think carefully about your trading objectives and the technical analysis
methods you are going to use. I don't want you 1o even be under the
illusion that scmeone can do this for you.

Some readers may think this is a cop-out on my part. I've presented
analysis methods and trading strategies. Shouldn’t I now provide you wilh
a gpecific trading plan and trading rules? Don’t other authors of trading
books provide you with just this? Your trading business is unique. Yon
will have goals and objectives different from other traders, But, there is
one factor that is common to all successful traders.

All successful traders have created their own trading plans and trading
rules, They know success cannot be bought. All successful traders have
laken the time to develep their own trading plans and rules that guide their
business of trading, The Dynamic Trading analysis technigues and trading
strategies taught in this book provide you with a comprehensive frame-
work of understanding market activity and the position of the marker at
any time. The trading strategies taught have provided you with simple
low-risk and low-capital cxposure trade set-ups.

The next chapier, Putting It Afl Together, will help demonstrate to you
the practical application of all that you have learned up to this point. After
completing the next chapter, you will be in a position to develop your own
trading plan, rules and stratcgics based on your goals and objectives.

; 4
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Dynamic Time and Price Projections,

Energy Levels and the Atomic Particke Model

Most of us are familiar with the mode! of an atom as 2 mini solar system
where the nuclens is the sun and the electrons are the orbiting planets.
This is called the particle model of the atorn as opposed to the wave
model. In the solar systemn, the distance of the planets from the sun varies
somewhat becanse their revolution about the sun is not a perfect circle, bat
an ellipse. However, in the particle model of the atom, the position of the
otbits of the electrons are discrete energy levels. That is, the orbiting
electrons are maintained 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 ane orbit or energy level to another, but
will never occupy a position between the orbits. The electron makes the
jump without ever passing through the space berween the orbits. However,
we cannot determine in advance when a particular electron is going to
Jjump from one orbit to another or whether it will jump to the closest or
a further away orbit.

Our market model may be similar te the solar-system, atomic-particle
model. Let’s consider projected Dynamic Time and Price zones as being
similar to the discrete, electron arbit levels. The Dynamic Time and Price
levels are like the orbit/energy levels of the electrons. In this model, if a
market exceeds a Dynamic Time or Price level., it will most likely con-
tinue to the next “orbit™ or Dynamic Time or Price level, They are
different in that they are relatively narrow ranges or zones rather that
a single, distinct level.

In the atomic model, an electron does not spend any time between
orbits as it jumps 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 reside in the space between orbits.

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 Price level once one is exceeded, but it is not a certainty, And of
course, the market must travel in the space between the projected Dynamic
Time and Price “orbits.” ,

How is the atomic, particle-model of practical value for traders and
investors? If a market exceeds a projected Dynamic Price level, the odds
favor that the market will continue to at least the next projected level. In
other words, we have a high probability cutlock that the trend will
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continue to a defined objective. The same is true of time. If the market
trends through a Dynamic Time projection (orbit), the odds favor that the
trend will continne to the next time projection or “orbit.”

Our analogy of market movement with the solar/atomic-model makes
an important assumption. The trader or investor has a methodology 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 model is not perfect, it provides an excellent model of how a

market typically “jumps” from one Dynamic Time and Price level to
another.

A
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Chapter 7 -

Putting It All Together

The man who goes to the top as a comnodity trader does
not da as ke pleases. He submits to contrels, to discipline,
He brings his desires into line by charmeling his resonurces
and strengihs into the trades that have a high potential and
a high degree of certainty.

Roy W. Longstraet

Im the Futting It Al Together chapter you

* Leamn how to initially organize all of the information
to clearly understand the position of a market.

* Leam how to develop trading plans and trading
strategies.

* Learn how to organize and update the Dynamic
Technical Analysis and trading strategies with
Trading Log Worksheets.

* Learn how to maintain a structured, patient and
disciplined approach to technical analysis and
practical trading strategies.

* Leamn a Consistency of Approach to trading.
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It’>s Easier Than You Think

The previous chapiers have presented a vast array of dynamic echnical
analysis techniques and trading strategics. It may seem overwhelming how
to put it all into practice to make a trading decision. It's not as difficult as
it may seem. This chapter will walk you through the process of what
Diynamic Trading technical analysis information and trading strategies o
consider to make the trading decision.

The next seventy pages or so will describe a series of bond trades over
approximately a one year time period. Keep in mind that it wonld only
take a few minutes a day te keep the information up-to-date. This chapter
15 quite extensive because of the detailed commentary for this relanvely
brief peried for bonds.

One of the important objectives of this chapter is to help you develop
a disciplined and consistent approach 1o your rading. As you study this
chapter, keep aware of the consistericy of the approach o trading. There
i$ a consistency in the time, price and pattern technical analysis and
trading strategies. Only the most basic time and price projections and
trading straiegies are considered a part of the trading plan for these

: examples. The downfall of many amatear traders 15 “paralysis of

i analysis.” Keep irading relatively simple until the basics are mastered.
While there may be fewer set-ups that meet your relatively limited

| acceptable conditions for a trade, the chance of long-term success is

} greatly enhanced by first mastcring the basics.
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Organizing The Dynamic Trading Technical Analysis Information
The first step is deciding what information is necessary to make the
trading decision. The previous chapters have described three main factors
of market information that are importunt: 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 Jong in time the current trend or connter-trend is likely to last,

Below are some of the questions to ask to help determine the market
position?

Pattern

Does the market appear to be unfolding in onc of the specific Elliott wave
patterns? If a specific Elliort wave pattern is not evident, is the market in a
trend or counter-trend? What degree?

What is the pogition within the trend or counter-trend? Near the beginning,
middle or end?

What is the typical outcome of the current patiern position? New trend in
the opposite direction? Minor or major counter-trend?

Time

What is the time-range target (Time Rhythm Zone) with a high probability
of completing the eurrent trend or counter-trend based on the past trends
of similar degree?

What are the specific dates (Dynamic Time Projection clusters also called
Projecied Turning Point Periods) in the future when the trend or counter-
trend have the highest probability of completing? Do any of these
Dynamic Time Projections fall within a Time Rhythm Zona?

Price
What is the price-range target with a high probability of completing the
current irend or counter-trand?

If the market appears te be in one of the specific Elliott wave patierns,
what are the support and resistance projections 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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Putting Tt All Together

Trading Strategies

If you have a firm idea of the market position, the next step 1s Lo determine
the trading strategies. The trading strategies to consider will be dependent
on the market position.

Trend Reversal Trading Strategies

If a market is believed 1o be nearing the termination of a trend or counter-
trend, protective stop-lesses will be brought relatively close to the market
on open trade positions in order to protect unrealized profits and rend
reversal trade-entries will be considered.

Trend Continuation Trading Strategies

If a market is believed to be in the midst of a trend or counter-trend, trend
contination rade-entry strategies will be considered to initiate a position.

Trading Log
A trading log like one described in the previous chapter will kelp to keep

the information organized and help to prevent overlooking any critical
analysis factor.

A
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Trading Philosophy, Plan and Rules For Chapt. 7
Examples

We must develop a trading plan that provides a definite framework from
where to make trading decisions for the Dynamic Trading examples that
follow. The plan must be simple and easy to put to the test by following
the activity of a market over time.

Trading Philosophy

The Trading Philosephy provides the general description of the trading
objectives.

The trading objective is 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 a trade entry:
1. At the coincidence of time, price and pattern which indicates a reversal
of trend; 2. At the first correction against the new trend; 3. On a trend-
continnation signal after the market has signated the new trend is
established.

The imtial trade for trend-reversal rade set-up as described in 1 and 2
above will always be two-units. A trend-continuation trade set-up will
only be ong-unit. Profits will be taken 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
3% of the available account equity. The initial capital exposure on 4 ong-
unit position will not exceed 2.5% of available account equity.

Thiz Trading Fhilosophy provides the general objectives for the
trading business. Only daily data is considered and the objective is o
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. Capital 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 a high probability of suecess.
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Putting It All Together

Trading Plan

The Trading Plan provides more specific trading parpmeters than the
Trading Philosophy. Trade-entries are onty considered on trend-reversal
set-ups at anticipated trend reversal extremes or on the first correction
against a naw trend.

Trend-Reversal Trade-Entry
Omly enter a trend-reversal trade when at least two of the three factors of
time, price and pattemn are clearly in a position for trend reversal. A trend
reversal trade is only made on the close of one of the three daily reversal
signals (reversal-day, signal-day, snap-hack-reversal-day). A trend-
reversal trade-entry may be either at the trend extreme or first coirection
against the new trend. Trend-reversal positions will always be two units.
As long as a market remains within the time, price and pattem zones
for a trend reversal, trend-reversal trades are considered. Even if an initial
trend-reversal trade is stopped out, new trend reversal trades will be made

as leng as the 1ime and price zones anticipated for the reversal have not
been exceeded.

Trend-Continuation Trade-Entry

Ounly initiate a trend-centinuation irade-eniry when the market has made

at least an initial signal a new 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 -contimzation trade-entry
position for any trend swing. Trend-continuation positions will always be
one unit. The trend-continuation unit will be treated as an intermediate
term unit for stop-loss and prefit taking considerarions. The maximum
units that may be held for any tread swing will be three; two trend-reversal
and one trend-continuation.

Frofit Tuking 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 tratled at ne further than
one tick beyond the one-day-high or low once this first objective is met.

Praofit Taking and the Intermediute-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 irailed at the one-day high or low if the
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market reaches the coincidence of time, price and pattern projections that
typically will complete the trend. The intermediate-terrn unit is never
exited on a price profit objective.

Every upen trade must have an open protective stop-loss order.
Never add to a losing position.

This Trading Plan is very specific as to the objectives and methods
of trarding, While the trader must still make trading decisions, the plan
provides very well defined parametars for the context within which to
make trading decisions. There will be a judgment to be made as to the
impoertance of the time, price and pattem position. Any two traders who
have studied the Dynamic Trading Time, Price and Pattern material in
this book should come to zbout the same conclusions when viewing any
market position, There is some judgment to be made as to when the trend
is considered established and when the protective stop-loss strategy is
adjusted or when trend-continuation trades are considered. Once again,
any two traders who have stndied this Dynamic Trading material will
come 1o about the same conclusion at any peint in time.

Since only daily data is used 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
shonld be high as only fairly ideal trade conditions are acceptable. It is
unlikely that complete trend swings will be missed, as the trend-continga-
tion trade-entry set-ups should place the trader in the market even after the
trand is established,
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Putting It All Together

Trading Rules

We have worked our way from the very general Trading Philosophy to
the more specific Trading Plan. Now let’s add a few very specific and
objective Trading Rules that may not be violated at any time.

Trend-Reversal Trade-Eniry

Trend-reversal trade-entries may only be made on the close of one of the
three daily reversal signals: reversal-day, signal-dav and snap-back-
reversal-day. The initial protective stop-loss is always placed one tick
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 Grann puil-back ser-ups, The initial protective stop-loss is placed
according to the rules of each set-up,

Protective Stop-Loss (PSL) Short-Term Unit

Once a market has traded to the 100% Alternate Price Projection, the PSL
on the short-term unit is tratled at no further than one tick beyond the one-
day-high or low {1DH-L).

Pratective Stop-Loss (PSL} Intermediate-Term Unit

Once a market has closed beyond the 100% Alternate Price Projection,
the PSL. on the intermediate-term uimt 15 trailed no further than one tick
beyond the three-day-high or low (3DH-L),

Trend-Reversal Trade-Entry At The hitial Correction To A New Trend
The initial correction to a new trend is usually considered a Wave-2 or
Wave-B. A trend-reversal trade-entry on the initial correction 10 2 pew
trend may only be taken in the 50%-78.6% retracement rone.

These Trading Rules are very specific and compleiely objective. They
do not provide a rule for every trading condition by any means. They do
previde minimum and maximum conditions for trade-entries and stop-loss
placement that may limit the number of trades but should increase the
prebabilities of success for the trade. For instance, for every trade and PSL
position, the rules provide the muximum 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 allowed. Now that we have developed a
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Dhynaniic Trader - Chapter 7

Trading Philosophy, Plan and Rules, let’s see how we put what we have
learned about Dynamic Trading together in the real-world.

Putting It All Together In The Real-World

Te demonstrate how 1o prepare the dynamic technical analysis and trading
strategies, the balance of this chapter will follow a market for several
months. It will view the market in relatively small periods of time with
comments and chart exampies.

Admittedly, this is a relatively short period of time with a limited
number of trade set-ups. The objective is to demonstrate to the reader how
to apply the principles, analysis methods and trading stratcgies as a market
unfolds. Once the pracess is icarned, it doesn’( matter what is the market
or particular market position. It is more important that you learn how to
think from an analysts and traders point of view than it is to view dozens
of out-of-context examples.

Bonds

Every trade begins with an ass umption of the market position based on the
dynamic technical analysis. The first few charts and comuments will
provide some background of the position of bends going itito the second
half of 1994. We will then look at how specific trade decisions are made
onee the position of the market is understood,
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Putting It All Together

What Is The Market Position?

Do not consider a trade until you have a firm opinion of the market
pusition. '

Is the trend impulsive or comrective?

What is the position of the market relative to the trend?

Is the trend in the initial, middle or final stages?

What are the time, price and pattern objectives for the market
position?

The parntern of a market trend often provides & firm opinion of the
market position, Bends 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 appears 1o indicate bonds made a Wave-5 low in July
1994,

Once an opinion is formned of the pattern pasition of the market, determine
what patiern must unfold to confirm the market position.

The simplest corrective pattern to a five-wave impulse trend is an ABC,
zigzag. An A-wave is usually a five-wave structure. Five-wave structares
should be in the direction of the larger degree trend. A five-wave rally
following the July 11 low would be an important pattern signat to confirm
the July 11, 1994 low completed the bear trend.

What is the market activity to anticipate following the completion of a
Jive-wave impulse trend?

Corrections usually reach at least a 38.2% price and time retracement of
the prior five-wave trend. We would initially anticipate the same for 3
rally from the July 11 low, if that low completed a five-wave bear trend.
Corrections to & five-wave trend are usually greater in time and price than
the Wave 2 or 4 corrections within the trend. We would initially anticipate
that a corrective raily from the July 11 low would exceed the price and
time of the Wave 2 and 4 cormective rallies.

What is the market activity that will invalidate the market position?

The failure to complete a five-wave impulse rally wouald be 2 strong signal
that the bearish impulse trend is not complete, This wounld also indicate
that the rally from the July low may be cither a correction itself or part of
a complex, corrective structure.
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Bond Major Low?

Aas of late July, it clearly looks as if bonds have completed a five-wave
bear trend. A failure to make a five-wave rally would signal the bear trend
may not be complete.
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The chart above is daily continuous fatures daca, often called spot
futures or first-month futures data. The contract data is relled over on the
last trading day to the next most active contract with no price adjustments
made for the gap at roll-over. All continuous contracts provide certain
problems, depending on how the data is used. Any continuous contract
that adjusts data backward or forward to “normalize” the data is not
suitable for Dynamic Trading analysis as actmal prices are not used. All
non-adjusted continuous contracts provide some continuity gaps at roll-
over periods. h most cases, they are not a problem for long tenm analysis.
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Putting It All Together

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,
spoi-futures contract for the Nov. 1993 - Jan. 1994, Wave-2 correction,
Wave-2s are usually a simple, ABC zigzag. On the spot futures dara, the
Wave-2 appears to be an ABC, irregular correction where the Wave-B
exceeds the low of Wave-1,

If 2 trend change occurs near a roll-over of a continuous contract, the
pattern may be distorted. The next page also shows the same period for
Wave-2 on the March 1994 contract which was traded throughout this
period,

March 1994 Contract And The Wave-2 Correction

The Nov. - Jan,, Wave-2 on the March 1994 contract appears 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 tetm time, price and pattcrn analysis uses the spot-futures data
and provides the long term pattern and the relatively broad time and price
zones for support, resistance and trend change. Once the lon g term
analysis is complete, traders look to the actual contract data that will be
traded to update the market position and time and price targets for the
tradable contract.
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If A Market Doesn’t Do What It Is “Supposed” To Do,

It Will Probably Do Just The Opposite

The chart on the opposite page is a close-up of the activity immediately
following the July 11 low which was initially considered the completion
of a five-wave bear rend. Through Aug. 2, it appeared bonds had com-
pleted a textbook Wave-1 and Wave-2. Wave-1 (7/1 L L-7/20H) was clearly
subdivided into five minor degree waves. Wave-2 was a perfect ABC cor-
rection making the low just three ticks below the 50% retracement. The
sharp rally above the Wave-2 high signaled Wave-3 should be enderway.

What is the market activity that validates the opinion of the market
position?

If July 28 is a Wave-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-2 would invalidate the outlook that a five-wave impulse
trend began from the July 11 low,

Bonds made a top on Aug. 2 and declined to below what was
considersd the Wave-2 low. The decline below the Wave-2 low
invalidared the outlook that an impulsive, five-wave rally began from the
Tuiy 11 low. The rally to the Aug. 2 high must be considered corrective.
Could it be a compieted ABC correction of the five-wave bear trend from
the Qct. 15, 1993 high to Tuly 11, 1994 low? No. The rally lasted just 22
CDs while the bear trend had lasted over 200 CDs. This July-Aug. rally
was probably part of the Wave-4 correction that was originally considered
to be complete at the June 6 high,

7-14

apcBourselrr S @obCBourselirt) s sele2)e



http://abcbourse.ir/

Dyramic Trader - Chapter 7

- K1 Donamic Tiader - :'[I. HONDS LIS D]

Wiaa 1 ahd 2 jooK (daal.

40123 et 0500

| MI‘}'IEI

Thw declite bebor the July 28 |
Iow Jabled YW.3) ¥3lds the
irmpules suchire

Tha InMal assurnpEor was Jidy 111 made &
Wiare-5 low and cormphedad & bearirend,
h

A6

il
15 =2 =

OO [ HA38 (LA | o2 D

The market activity following the July 11, 1994 low did not unfold
in an impulse trend. It was Loo short in time and price to he considered a
completed ABC correction to the Oct. 1993 - July 1994 hear trend. The
best alternative is that it was still a part of the Wave-4 correction.

If the rally was not impulsive, then it must be corrective. What does
that imply? The bear trend should continue to fiew lows below the July 11,
1954 low,

Huave an opinion on what the market shauld do, but don't decide what tﬁe
market will do. - Bernard Banuch

Every decisien 1s made from the basis of an opinion which is a result
of our interpretation of the facts at hand. Never be afraid to form an
apinion of 2 market position. But be very afraid of expecting the market
to fulfill that opinien. One of the primary causes of failure is traders or
investors who hold onto un opinion of the marke: position long after the
market has invalidatad the apinion. That is why no opinion should be
considered out of context of the activity that will invalidate the opinion.
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Putting It All Together

Trading Strategies Are Related To The Market Position

When you have developed a firm opinion of the market position, formulate
rading strotegies.

The chart on the next page shows the most probable adjusted wave count.
It is assumed Aug, 2 completed 4 Wave-4 (irregular ABC) comrection, The
Aug. 2 high was made al the coincidence of the 78.6% rctracement and
100% Alernate Price Projection where W.c.Cid = 100% W.5:C 4. Aug. 2
was alsa the 61 8% Time Retracement of the prior decline and the 100%
Alternate Time Projection where the time range of W.C:4 = 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 rading strategies to

trade what we believe will be Wave-5 and the final swin g down from
the Oct. 1993 high,

Only formulate o trading sirategy and consider enlering a trade once vou

have a confident opinion of the market position gnd have identified what
market activity will invalidate that opiion.
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The Bond Market Position As Of Mid-Aug., 1994

L. The Aug. 2 high completed Wave-4 of a five wave count beginning
with the Oct. 13, 1993 high, A Wave-3 decline should take bonds {0 a
new low below the July 11 low without exceeding the Ang. 2 high.

2. If Ang. 2 is a completed Wave— high, trading stralegies should prepare
to enter either on the Wave 2:5 correction or on a trend-contimuation
signal following a confirmation the Wave-2:5 top is complete.

3. A Wave-2 usually retraces 50%-78.6% of Wave-1. A Wave-2 is usually
an ABC, zigzag correction.

4. This bearish opinion of the market paosition is invalidated if the Aug. 2,
1994, Wave—4 high is exceeded,
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Putting It All Together

What Is The Dynamic Trading Analysis That Is Relevant To The
Market Position?

Now that we have a firm opinion of the market position including the
market activity that will confirm or invalidate the opinion. it is time to
identify the Dynamic Trading analysis 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: 309%:-78.6% retracement of Wave-1, (8/2H-8/12L)

Time: There are two neriods following the Aug. 12, Wave-2:5 low with
clusters of Time Cycle Ratios.

Aug, 23-24: Includes the 100% Time Retracement of W.1, 100% Second
Minor Altemate Time Projection {7/11L-7/20H from B/12L) and others.

Sept. 1-5: Should be the maximum time peried for W.2:5 cormrection.
Includes the 1(0% Alternate Time Projection (7/11L-8/2H from 8/12L),
162% Time Retracement and others. See the chart on the opposite page.

Pattern: Ideally, a symmetrical ABC pattern would evolve. Even if the
ideal corrective pattern does not evolve, trades should be considered as
lonig as the market has not exceeded the extreme anticipated time and/or
price projections for a corrective high.

Initial Trading Sirategy: Enter on the close of a daily reversal signal if
made within the 50%-78.6% price retracement. If a trend-reversal signal is

not made, enter on the first trend-continuation signal following a decline
below the Wave-1:5 low,

7-18
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Trade Preparation and Initiation Worksheet

The worksheet and chart on the next page show the daily bond activity
following the Aug. 2 high through Aug. i6, the day bonds railied into the
30%-78.6% retracement zong,

The weorksheet provides all 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 Ang. 12, Wave-1:5 subdivided
into five minor waves, Three trading days later on Aup. 17, bonds made &
minor high on a signat-day just below the 78.6% retracement. Since 2
78.6% retracement is usually the maximum retracement anticipated for a
Wave-2:5 correction, a two-unit, short position (short and intermediate
term uaits) is taken on the close of the signal-day with a stop at 103.24,
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 date the worksheet was first prepared,
Aug. 16. The Clased Trade Critique Worksheet will show atl of the
market activity for the period of the trade,

Review the Trade Prep worksheet on the next page and you will see
how simply and concisely all of the relevant information is to gether in one
place.
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Trude Preparation and Initistion Workshest Trade # f Dmte #1 - B/162
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(Mo rde mansgement workshest incindsd for ti rade.

abcBourse!ir o @abCBoUrseN i) 0 se [e) el



http://abcbourse.ir/

Dynamic Trader - Chapter 7

Trade Sumanary (ST=Shott Temm, IT=Intermediate T'erm}

Bonds Open Price Close . Price P,
Short (ST 81704 103,11 - -

Short (IT) | 8717494 103.11 | - _

- BroLnmm gyl Sy

The Wave-2:5 high would be confirmed as complete on a decline
below the Wave-1:5 low. Bonds declined for four trading days and then
began (0 slowly advance.

No Trade Management Worksheet was prepared for this tracle, as the
trade was stopped out relatively quickly before any new, relevant
information was made.

. ——— e A

Closed Trade Critique Worksheet

The Z-unit short position taken on the close Aug, 17 was stopped out on
Sept. 2 when bonds elected the protective buy-step by trading one tick
above the high of the entry-day, Aug, 17,

Traders should not hesitate (o include any information considered
televant in the Trade Commenis and Lessons Learned section of the
waorksheet, These comments will be very valuable when reviewing past
rading activity in the future.

721
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Putting It All Together

Closed Trade Critigoe Worksheet Miurket Burnily, Dec. 34 Trade#/Date  #1, 02554

i £ Dynamic Taader - -IT. BONDS  US51294 D] [ T F |

i : 'Im_a% ﬁ“ 05D
i ; i ;

= # ks
A /Elnlu, Sigmal Day E: /E‘inppad Cul. e

WS 070
[/

130

i,

L10rM

i PP 100
Tekugi ] g
12 tg ) 25y
E FA 2 SepQd [O10rZy |HIDEM | L1028 | o108 e |:] l
Entry Exit
LUnit Crate Price: Drate Pricg PL | #Con. | Tick Value | Com. | Tmde P/
1 Shon (3T 817 105,11 97 103,24 =13 1 3125 EL) =44 1,25
1 Short (1T 817 103.11 97 103,24 =13 1 31.25 35 -$41.25
3

Total Trade PP/L: | .38250

TRADE COMMENTE Short sale made peioe 1o one of the two Prajocted Tumdng Pomt Periesds for a high
85 price was near the maximum (78 6% Rey - 103,23 7) anticipated for 8 comective W.2:5 high.

——

LESSONE LEARNED Whils the wack: way stopped out for a loss, the initial capital exposure per comract
was celatively small (13 ticks, close to high on entry day).
Trate was well thought out and justified according to the bearish opinion of the market positien
_ (larger degros trend). However, a lacge open profit (over $2000) was given back becauss the prosective buy-stop
was 2ot brought closer 1o 1he market prior (o the W.2 Jow being exveeded.

T-22
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Dyramic Trader - Chapier 7

Continue to take each trade signal as long as your opinion of the market

pesition has not changed.
(Eomme T VLT RGSE Go ey
m Ha
g e T 080
|
’TE' 4 : 10¥zinm oes  PIB0
1
H = Outsids- Revarsal Day
fly TN *‘!ljlj L T e Loce
[HTJ‘1 ' = ° .
”{ ————i 12 dgp 1.0M |00
; 11!“ﬁ___.......,_.._____.___Bjﬁi....... 12!“!91.. _-_'_-_mmm""lj.ﬂ:ﬂ
! b e ol i S apoagp e [990
11 =, e

Five time factors are shown on the chart above that cluster in the three
trading day period of Sept. 1.5 {Thursday-Monday}. The time factors for
the Aug. 23-24 period are not shown for lack of chart space. If honds
continue to rally, Sept. 1-5 shonld be the maximum periad to complete the
Wave-2:5 corraction.

On Sept. 2, right within the Sept. 1-5 Projected Tuming Peint Period,
bends made a wide-range entside-reversal-day with a high one tick above
the previous high of Aug. 17. The short position was stopped out.

On the very day the short position was stopped out, the ideal
conditions to complete an ABC corrective rally are made with the Sept. 2
outside-reversal-day high.

Time (Sept. 1-5), price (50%-7B.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 tick ahove the
reversal-day high.

7-23
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Putting It All Together

Trade Sutmmary To Date, Includes $35 Commission
{8T=Short Term, [T=Intcrmediate Term)

Bonds Open Price Close Price PL |
Short (ST) BT 103.11 072 103.24 ($441.25)
Short (IT} 8N 103.11 042 103.24 (3441257
; Short (ST) o2 102.09 - - -
| Short {IT} 972 102,00 -
]
Trade Management Worksheet

A Trade Preparation and Initiation Worksheet is not made for this second
short position as the infermation included on the initial short trade was the
same for this second shott position.

| The nexat page shows the Trade Management Worksheef that was
compieted a few days following the Sept. 2 entry date.

A
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Dynamic Trader - Chapter 7

Trade Management Worksheat Trade #/ Dute #2, /854

Corrant Positlon 5-2 Dec. Bands, %2, 102,09 P5-00|xxx ' RE e

Shad 2-unks )
4 . o arg eipge  [195°0
2
A c tod D
l‘ l_—_..._....... ............ — —H 1053 2%
1
1030
T Clnsa balow
+ { [ 100,29, sjust
: i T thip to aDH P
!
i
33 B L i0¢r 28 HO10
1 BhortTermn Prof Taring Ohjscive~. 5
0r2apn 100 l1pog

Cral i

PTPPs Fr SR High Oct. 3-7 (both intermediate and shor=term time projections)
Resistamee Fr_ Minor 103.25 (3/2H) B
Fr - Iu_
Support Fr 92 High  Minor ¥7.24.96.08 _
Fr §/2High  Tot 97.16-06.17
Pattern 92H=W.2:5
TCE Daily Close Belgw (T 120 TRS Trade Above IU3-.15 EW.E;S-h-i.gh} IR

Add Poglilon On Gann-Pull Back or other Trand Contmation Set-up
Ad). PS5 « Uit ! (ST) Take pwofit af L00.02 (100% APP)
Unit 2 (1T) After close below 100.29, irail Stap at 3.DH.
Unie3
5T Obj. 100.02 ( {00% 4PF). Profit objective for 8T unil
Commentary
99 | Unit one, profit token at 100.02 chjective. Close balow 100.29. Trail stop at 3DH.
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Putting It All Together

Intermediaie Term Wave-5 Price and Time Objectives

Let’s step back again for a new look at the larger degree picture, We
consider that Aug. 2, 1994 completed a Wave-4 high counting from the
Qct. 15, 1993 high. We also consider that bonds have completed Waves |
and 2 of the larger degree Wave-5. Bonds should continue to decline to a
new low before completing Wave-3,

As the chart on the top of the next page shows, the ideal price
projection for the Wave-5 low is 97.16-97.12. This relatively narrow price
zone includes where W.5 = 100% W.1 and 38.2% W.1-3, each typical
W.5 projections. This price zone also included the 50% percentage change
retracement of the Sept. 1990 low to the Oct. 1993 high.

These price projections for the bond Wave-3 low are also 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-3 should fine-tune the price projections. Ideally, 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 shows the Time Rhythm Zone and Dynamic
Time Projections for 2 Wave-5 low projected from the Ang. 2, 1954
Wave-4 high, The Time Rhythm Zone indicates the Wave-5 low should
be made in the Qgt. 26-Mov, 28 period. The Nov. 11-14 Dynamic Time

"Projection falls in the TRZ period. For more detail how these specific

time projections were made, review the Dhynamic Time Analysis chapter.

Wave-5 Minimum Price and Time Ohjectives

97.16: Minimurn price objective for W.5
Oct, 26: Minimum time objective for W.5

1-26
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Dynamic Trader - Chapter 7

f S D Tr - .5 Fodo Gvomatiers - (1, BONDS~ USBWI DI

7167 w.5= 100% Wi
BFA1Y W95 = 38 2% M-

871k 50% parcartagm changs ratracerhanl
of Dr2EaL - 101 SEIH

i
s R
N D (7] F "] “a ™ J
Ta 2- O | HACE 13| L 10418 [ S 104 "

The minimum W .5 price objective is 97.16, the beginning of the ideal price range for
W .S, ldeally, the price projections of the subdivisions of W5 will fall at or pear the W.5
projections.

3 Divwamin Tradwr - Bwr_ 1. 1584 Low - [T SOW0S LSEReS 0] )

' 5 © W o0 ™
i TRE, B

TRE provaction for o |owe Dct 26-Mov, 28

DT Prof- From BUZ High

TP fix & low W1, 343 6 Wow 1944,
Tha Mov. 11-14 pmjection concides wih b TRE prajectian,

T | G2 | Aarh | LoG2 ] varT | 15 ] ]
The muinimum hime objective for W.5 is Oct. 26, the beginuing of the Time Rhythm Zone

for the W.5 low. The ideal peried to complate W.5 15 Hov. 11-14, the Dynamic Tine
Projection which falls within the TRZ,
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Putting It All Together

Trailing The Stop and Adding Positions

When the trend is confirmed, frail the protective stop-loss 1o protect open
prafits.,

The W.3:5 wend 15 confirmed when the market trades below the W.1:5

low av 100.29. If this should eceur, trail the protective buy-stop at one tick
above the 3DH.

Add positions on a trend-continuation trade entry set-up.

A Wave-3 is usually the longest wave in a five-wave sequence. In the
current case, W.3:3 should be grearer in time and price than W.1:5. Once
the trend is confirmed by making the Trend Continuation Signal of a trade
below the W.1:5 low, consider trend-continuation trade entry set-ups to
add a position,

What is the logical profit objective for the short-term position of a muit-
uRit trade?

Recall from the Trading Strategies chapter that the short-term trade
ebjective shonld be the objective reached even if the trend was the
oppesite of what is anticipated, In other words, if an impulsive rend

is enticipated, what would be the typical objective if the trend was
corrective, not impulsive? [n the cutrent case with bonds, the 100%
Alterate Price Projection where W.3:5 would equal 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 [ow and hit the profit objective of 100.02 for the
short-term position.

Trade Summary To Date , inclodes $35 commission
(ST = Shont Term, 1T = [ntermediate Temm)

Bonds |  Open Price | Close | Price P/L
Short (ST) 817 10311 i 972 103.24 (3441.25)
Short {IT) /17 103.11 942 102.24 (5441,25)
Short (8T) 972 102.00 o5 100.02 5218375
Short (TT) /2 102 (0 - - -
7-28
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Dyramic Trader - Chapter 7
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On Sept. 9, bonds made a sharp decline below the W.1;5 low con-
fitming the W.2:5 high, Bonds also reached the profit-taking objective for
the short-term unit of the fwo unit short position. No matter how confident
we are of the position of a market, we never know in advance if a trend
will continue. In the long run, it is most profitable to trade in two or three
unit positions and take profits on 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 uniess and until the market signals otherwise,

Witk the close below the W.1:5 low ar 100,29, the protective-buy stop
on the second, intermediate term position is trailed at one tick above the
3DH. Tf boads reach a time and price support objective, the stop will be
brought closer to the market.
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Putting It All Together

Gann Pull-Back Trend Continuation Trade Sei-Up

In the second week of Sept., bonds made a three day rally, setting up a
Crann-Pull Back (GPB) trend-continuation trade szt-up. The chart on the
next page will show thiy set-up, Bonds were still near the 1009 Alternate
Price Projection. Lower prices were anticipated. As of Sept. 15, bonds had
made three-higher highs for the GPB trude entry set-up. A sell-stop is
placed one tick below the prior day’s low. On Sept. 16, bonds declined
below the prior day’s low clecting the sell-stop al 100.08, 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 prier day per the
Gann Pull-Back trend-continnation initial stop-loss rules.

There are niow two short positions. The intermediate-term unit taken
from the Sept. 2 outside-reversal-day high and one taken Sept, 16 on the
Gann Pull-Back, trend-continuation signal.

Protective Stops and Trend-Coniinvation Trade Entry

Each trend-continuation trade entry set-up includes an initial protective
stop rule that 15 quite close to the trade-entry price. In the case of the GPB
trade entry set-up, the protective sell-stop is placed one tick above the
higher of the high of entry day or the high of the day prior to cntry. (See
Gann Pull-Back, Trading Strategies chapter.)

Even if an additional position is taken with a trend-continuation entry

strategy, the protective stop on the open position should continue to follow
the existing siraregy.

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 maintaiaed, Trend-continuation entry strategies are high probahility
and low capital exposure positions that are only maintained if the short-
term trensd 1mmediately continues in favor of the trade. Immediately being
stopped out of a trend-continuation trade is not a sign the larger degree
trend has changed. It is only a signal that the immediate short-term trend
may not continue,

If the trend immediately continnes in favor of the trend-continuation

trade, the protective sell stop for both open positions should soon be the
Same.

7-30
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Dynomic Trader - Chapter 7

Short Position Added On Gann-Pull Back Set-Up
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From the Sept. 12 low, bonds made three higher-hishs making a
Gann Pull-Back trend-continuation trade set-up. A sell-stop to enter a
short position is placed one uck below the prior day’s low cach day,

{On Sept. 16, bonds declined below the prior dav’s Lo (O, 100, 10) for
a GI'B trade entry, The initial protective buy-stop is placed at 100,29 one
tick above the high or H2E (R).

At the time of the GPB short sale. the 3D1] was at 101.26 (A). The
Slop 00 Lhe open intermediate term position remaing one tick above the
3DH.

The wide-range down-day of Sept. 16 declined helow the Sept. 13
low (D3}, The 3DH is now at 100,28, The protective buy-stop for both
short positions is now the same at one tick above the 3T3H,

Trade Summeary To Date , includes $35 commission
{5T = Short Term. TT = Intermediarz Term:

Bunds Cpen Price Close Price P.
Short (511 uri7 103.11] 41 i13.24 (h421.25)
Shott (1T BT 107511 i IS, 3el (321255
shoit (51 Y2 102,04 G/ 1L . F3IH3TS
Shart (IT) /2 10209 | - - _

Shost iGPB) | Wil6 100,09 -] -
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Putting It All Together

Trade Managemeni Worksheet

A new and updated Trade Management Werkshee! is prepared after taking
the new Gann Pull-Back short position.

The time and price targets are described on the pages following the
worksheet.

7-32
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Dynamic Trader - Chapter 7

Trade Management Worksheet Trade # 7 Date #2 and #3, 916/94

Curreot Pesitlon 5-2 Dec. Bonds PS-00xxx |B-1,3DH

-E.D;m' Trﬂ‘l; -

It sumrsen |
} ‘ ‘ | l 1 /

- A1 e o
v L
",L | I L0010
| 0672 Ape 1000 L10T >
Craflt taken on / {
Fhort-tarm urit 1 ;
| W.3 price .

objeciy
[ a) + .
D, / . leso
"mzs #ET'B,%E A7 2 ApE 1513
FELIFEY |

T Shug 12 18 25 =G
H Fri16-Bap.84 012027 [Hio0z8 | L &

PTPPs  Fr 92 High Let. 3-7 thath ittermediare and short term tie projectons)
Resistance ¥r_ _ Minor
F__ _ m_
Suppart Fr 572 High  Minor 9734-06.08 _
Fr B2 High Lt 97 1 6-06.12
Pattern S2H=W.2:5 W 3.5 ir no cleurly snb-dividing in a five-wave impulse
TCS DCB %612 {low end of SUpPot) TRS Trade Above 130,29 (W 125 low)

Add Position Mo more new positions. Now in later stages of W55
Adj. PS - Unit 1 {5T) Profit taken 3% at 10007 (10N AFF)
Unit 2 ([T} Trail one tick above 30H,
Unit 3 [(GPE) (n trade below 9/13E trail IDH
8T (hj. 9724 {begimiing of support zone for W35 or W.5:5)
Commentayy
916, Trade below 913 lw. Trail Sbor i Doth shart positons at IDH.
\W5. | Reached 9724, Trail Sstp oo Both gt one Lick above |DH )
W10, | Stopped out of both short positions. . .=
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Putting It All Together

Time and Price Support Projections

Calcuiate in advance the time and price projections with the greatesi
probabiiity of support or resistance and trend change. If an Elliott Wave
pattern Is evidens, consider the high probability time and price projections
that are typical for the wave in progress,

Wave-3 1s in progress for bonds. What are the high probability time
and price targets typical for a Wave-3?

Warve-3:5 Price Target: 97.24.96.08

97.24: W.3:5 = 162% W.1:5
96.08: W.3:5 =262% W .2:5.

These projections fall in the same price area us the larger degree
projections at 97.16-97.12 for the larger degree W.5 low shown carlier.
Unfortunately, W.3:5 was not clearly subdividing into a five wave
structure. There was no confident way to project the lesser depree sub-
divisions.

Warve-3:5 Time Projection: Oct. 3-7

Qct. 5-7 included four minor-degree, time projections including the 162%
Time Retracement where the time of Wave-3:5 would egual 162% of the

time of Wave-1:5. See the chart on the opposite page.

Oct, 3-5 was a larger degree Dynamic Time Projoction cluster made from
the Aug. 2 high shown on the chart several pages ago.

Oct. 3-7 is the combination of both degrees of dynamic time projections.

Should these time and price support zones be cansidered targets 1o
complete Wave-3 from the Aug. 2 high, not just Wave-3:57 Maybe. The
time objectives do not fall within the minimum time projection of Oct. 26
for a W.5 low according (v the TRZ. However, if the decline from the
Aug. 2 bigh were clearly sub-dividing into a five wave structure into
these time and price support projections, a final low may be anticipated.
(rtherwise, a low made in these support projections would probably only
be a W.3:5. As bonds approached the Oct, 3-7 FTPP, they were not clearly
completing a five-wave structure.

Adjust trading strategies as the market evolves.

As a market approaches time and price objectives for Lhe current trend,
stop-losses on open positions should be brought relatively close to the

7-34
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Dynamic Trader - Chapter 7

market. There are currently two open short positions. If bonds should
reach the price support zone within the time support zone, prolective stop
losses on both positions should be adjusted daily to gne tick above the
1DH.

Time Support. Oct. 3-7
Price Support: 97.24-96.08

Iﬂl"m Tradas - Price -r'—swél:l-ulf. BONDS U178 D]

HOEd
126@4 10M
e e e s i 06

1040
10H: ehar paelians
”L[J JaFH ghom sale  +oPPed gut 1020
' 10070
§T.34: A= 132%.”1\\ w

——H B .
—'?44'1!:: 1mE (B0

| O &7 TimeSuppand TR0

i l._...._........_i. T Rast —emn
T3 TOsEg
. 1 S w'o
N . T3 I‘E}nml
PEP Yo teHP 520
: ﬁ,g. 1digde Tichd
n s [

Mon 10004 DEE10 | HaBd | LS | csaia | 7 |

On Oct. 3, right within the Oet. 3-7 time suppont 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 above the ane-day-
high (1DH), Tweo day’s later on Oct. 7, bonds made an outside-reversal-
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 positions were not stopped out on
the Oct, 7 OSRD because the previous day was an inside-day. Inside days
are not counted for 1, 2 or 3 day highs.

Trade Summary To Date , inclndes 535 commission
{8T = Short Term, IT = Intermmediate Tenu)

Bonds Open Price Close | Prec . PIL

Short (ST) §/17 103.11 013 10324 ($441.25)
Short (IT) =17 [03.11 07 : 103.24  (3441.25)
Short {ST) o2 102.09 919 100,02 S2IB3TS
Short (IT} 0/2 11200 1010 | 9812 ;  $3871.25
Short (GPB) 15 10000 § 10710 08,12 157].25
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Putting It All Together

Closed Trade Critique Worksheet

The next page shows the Closed Trade Critique Worksheet that includes
the intermediate-term and Gann Pull-Back shert positions.

7-36
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Closed Trade Uritique Worksheet Market Bords, Dec, 94 Trade &/ Dute #2 & 3, (/10
—f e 34 Lol F YL

-[T.BONDS  UST254 0]

T g alol]

jh ‘J IT[}HJ{”J—E' 1020
] ‘ :HwMT

i, h

- =100 & Ay 1) b= 1]

U3 Now Flat
h "

], i —iT24 A 1 BB
Qutside Rovarsal day at
Prejeciod ume sndl price "’"'/’;?
SUppart

':'I..I‘[-I‘ffli ~|--|'

o + + 0
fﬁ?ﬂ"ﬁ"—a R o
™ Bhug 1z 13 o 2ap 8 % m 0 a
Firodad | carx [ wéran | Lot | Coas {8
Entry Exit 1
it Dhate Price Date Price P [#Con. | Tick Value Com. | Trade PAL
1]  Shert (53T 512 102,10 95 1002 Tl | l2s s 218375 |
z Short (T} o2 102 09 1¥I0 08,12 125 1 3129 35 3871 25
M Shem (GRE; oG 1410 0% | o812 a1 1 12s 35 1B7].2%
Total Trade P/L: | 192625

TRADE COMMENTS Parfect trade, Relutive jow volarility on recent dectine peevenied 10H from heing hiL
I 0t 7 holds, should an

Iy be W.3:5 jow. W.3:5 did not sib-divida in Bve-waves,

Oct. 7 Inw had not reached O, 25 ime ohjective b complete W5,
Look to enter shant position on W.4: 5 Coltection,

LESSONS LEARNED
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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 appear to be a complete five-wave
structure, Bonds should still make a Wave—4:5 corrective rally followed by
a further decline to a new low, 1deally, the final Wave 5:5 low would be
made in the Get. 26-Nov, 28 TRZ and a1 or near the Nov. 11-14 PTPP for
a low.

The next trading objective is to look 10 enter a short position at or near
a Wave-4:5 corrective top or on a confirmation that a Wave-4:5 corective
top is 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 =162% Wb

99.19: 38.2% retracement, W.3

99.23: We=61.8%W.a

9827 WA =100% W.2

103.12; 50% retracement
10017 W =100% W.a

Trading Strategy: Scll bonds on the clase of a daily reversal signal if
bonds have reached at least 99.18. Or, if a trend-reversal trade set-up is not
made, sell bands on a trend-continuation trade signal following a trade
below the Wave-3:5 low.

On Oct, 18, bonds made an ABC corrective high at 99.21 on a
reversal-day, right within the ideal price projection for 2 Wave-4:5 high at
99.18-99.27. The sell order is made at the closc of 99.01 with a protective
buy-stop at 99.22, one tick above the reversaf-day high. Bonds continued
to decline 1o below the Wave-b:4:5 low confirming the Wave-4:5 high.

Trade Summary To Date , includes §35 commission
(5T = Shont Term, IT = Imermediate Term)

Ronds Open Price Close Price P/L
Short (ST Bf17 103.11 W2 124 (3d441.25
Shart (1T} 3717 103.11 972 103.24 ($441.25)
Shortt (ST) 972 102.09 979 100.02 $218B3.75
Short (1T} 92 102.09 110 9552 $3871.25

Short (GPB) 0/16 100.09 110 98.12 1471.25
Shart (ST) 1018 99.01 - - -
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Drynamic Trader - Chapter 7

Trade Preparation and Imitiatlon Worksheet Trade # f Dabe #4 - 10/ 139

Trade Objective Engr oo W45 pormection for W 5:5 decline

.Mn'lm Botuls, Drec. "4

-[T.BDNDS  US51284 D] T

Sell on dally revareal zignat
I .4 price larget more

WA Prica Tarpeie: %0 959027 or 100.12. f0.17

— 1% A o
= 7 A

b

4
g :
B , 1 o
26 Hep B T pE] ] #0ct
L52 | caaig | -1

Mo 7T-Ock-g | 998N | HaFS

Trend:

Minor Up from W4 L(0v7)  Int Down from W.AH (82
Time (PTPPs):  From W.4H (3/2) Nov. 1114
TRZ From B2 High Do 26-Nov, 23

Resistames  From 10L (W.3:5) Minor 99169927, 1001210017
From [mt,

Support:  From 9/2H (W.2:5] Minor 67.0 7W.4:5L)
Froin Int.

Major Drnam from Chet. 1993

TRS 100.2% {minor high just above mas, anticipated for W4}
Faperm: 107 = W50, Be alert b ABL cametion for Wads,

Set-Up Daily reversal signal in the 5918100 LT fodce zone.
Astlon to Talee TFno close abovel00.17, seil on the close of a daily revarss] signal,

Extry Ovder ) Fllled? (D 110
Is-1,90.10, 500 | xxx 10413 - 14:00- 0001

Initial P§|99.22 Buy Siep (BS) 1 s |

AdJust PS  Unit 1 On trade below W,3:5L [97.0), trail ar 3DE.
Unle 2
Unlt 3

Commentary 1018, |Roversal-day nads in prloe sone anticipaksd for comoctive high. Sold on the close.
. | ztopped out, continue Lo scll closc of daily reversal signal as lontg as 106.17 nat cxcpeded,

7-35

e A
apcBoursells 9 @abCBourseYirIy) 50 sl Reies 8885


http://abcbourse.ir/

Putting It All Together

Wave 5:5 Price Ohjective

Bonds continued lower from the Oct. 18, Wave-4:5 high and continued to
decline to below the Wave-3:5 low, At what price should the Wave-5:5
low be made?

The chart mcluded with the Trade Management Worksheet on the next
page shows that 95.30-94,30 is the ideal target for the Wave-5:5 low. This
price zone included all typical Wave-3 price ohjectives.

Wave-5:5 Price Target: 95.30-94.30
95,30, W.5 = [00% W.1

5 1EWS=162% W4

94.30: W.5 = 61.8% W.1-2

As a market reaches the time and/or price targets with a high probability
of terminating the trend, trail the protective buy-siop refatively close to
the current market position.

Adjusi the protective buy-stop: On a trade below 95 30, the beginning
of the ideal price zone projected for the W.5:5 low, trail the protective
buy-stop at one tick above the 1DH.

When Projected 1ime, Price and Pattern Coincide, Change Is
Inevitable

In early Nov., bonds closed below the Wave-3 low. The protective buy-
stop 1s trailed at the 3DH. Bonds were making new lows into the TRZ
beginning Oct. 26 for a final 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 projections for a Wave-5:5 jow. [deally,
the Wave-3:5 decline from the Oct. 18 high would sub-divide into five
Waves.

Bonds never reached the 95,30 price which would have changed the

protective buy-stop strategy to the 1DH. On Nov. 19, bonds waded above
the 3DH stopping out the short position.

The following two pages include the Trade Management and Cloved
Trade Critique Worksheets for this bond short trade.

A
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Dynamic Trader - Chapter 7

Trade Management Worksheet Trade #/ Date w4, 1173504

Current Position 5-1 Dec. Bond, 10418, 9901 PS-00[zxx | Trail a1 30H

1451294 D]

: : L L
T ié

ideal WS Prica Obiective; 55.30.84.30
0530 W.5= 1100% Wi

9511 WE=161% Wi

Q430 W5=561 A% W13

Short1 on
RevarsskDay close

13Re 0382

MRk WS Time Chigcta: ot 26
Ided 1 ¥4, S Tima Objactva: Bow, 11-14 - L &m0

— s T3 APR 103
11 Ret 1,618

+ +* - PR
8P, MR B0, 860 54 30 Apm 0B1E
: 12X o, . Tockd
| Gdug 12 18 2E XS B 23 M okt 1 oA
T 0ot | D98 | Hog | Lavia [ csr20 [ -1t

PIFPs FrisfiH Mov, §1-14
TRZ Fr82H Chot. 26-Mov. 28
Resistances Fr 1007L  Minar 52.21 (W.aSH)
Fr 1M7L Imt 9% 18-100.57
Support Fr_  Minor_
Fr 2 High Tnt 95.30-94.30 (ldcal W5 objective)
Pattern 1071 BH=W.4:5 ) _ _
TCS Trads below 97.0 (W.3:3L) TRS Trade Abave 9921 (W.4:SH)
Add Position NA - Extended wend not anticdpaled. W .5 ahjective (oo close to market bo add pogitions.
Adi. FS - Unit 1 On 3 wade below 93 30, wmil & tDH
ST Obj. 93, 30 (beginniag of W.5 price abjetlive]
Commentary
10718 * Reversal day made at price ubjective for W4, Sold on close.
1143 Chosed below S7.00, Trail swop 3IDH.
11410, [$hon stpped oot on rade abxve IDH
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Putting It All Topether

Closed Trade Critigue Worksheet

Market Bonds, Dar_ 94

Teade #/ Date 24, | 171044

W e

4

2

i

lﬁfﬂ

1 210 mamie Vrador - - 51234 D]

1l
]TL L]}HJH
L -l ShnrH on tloag
IHTW ”ﬂf" Lo1TRet 0.3
h 11{1 opped ot at 30H
H_J'L Har1d
3

e ke -l
il % o 110
2 +l'|:| x B30 App 0648

FoxD

FeE"0

Mo

Entry Exit
Unit Dhite Pree Datg Pricg P/L |#Cim. | Tick Valpe | Com. | Trade B/L
1| Shon (8T} 108 | %981 | 10 | eras 50 1 3125 35 153750
2
3
Total Teade PfL: | 152750
TRADE COMMENTS The market unfolded in an ideal ABC-W 4 corective high,

W5 decling was choppy, Close arily data sub-divided ineo frve weves,

JFanai low of Nov. 11 made at direct hic of projected time and price. for W5 low.

LESSONS LEARNED GmdrchavcmmmmdmsmpuummthSSInw

JFW 4 high expected, #0 reason m consider tightening stop prior to & decline below the W5 low,
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Dvnomic Frader - Chapter 7

When Time, Price and Pattern Coincide, Change Is Inevitable

| B Dynamic Trade - .56 Frice Dbjactive - |1 WONDS _ US1294 D}

Idwal PHce Tangat Far W5 Low 55 .30-84 30
Idmal Firve Tanget For W5 Low Moy, 11-14d

Oct 26 Beglaning of TRE forwi 5 Fow

ROLTEEER
11 Mat 4
e 0

7, 260
11_H_M|'H-
W 7]

Flrl e mvades, Wow. 19,
Crmamie Tine Projection foryy,s Lew: Mov, 11-14 pracisak withinthe DTF and
THZ fior 3 ¥.5 lgw,

Frivi o [ 09817 [HOE 0 | LB | coga -7

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
all coincided to form a major low. The only missing factor was Wave-5:5
did not appear to sub-divide in an ideal, five-wave impulse structre.
However, if you look at a close-only chart {not shown), you will find the
Nov. 11 closing low compieted 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 - 11/10/9%4

Below is a table of the summary of all of the trades described with a chart
showing cach buy and sell signal. '

Trade Summary To Date , imcludes $35 commission
(8T = Short Term, IT = Inlermediate Term)

Bonds Open Price Close Price P/L
Short (ST) 8117 103,11 92 103.24 (5441257
Short (IT) 8/17 103.11 972 103.24 (§441.25)
Short (ST) 942 102.00 9/9 L0002 $2183.75
Short (1T) w2 102.0% lyig ' 9812 3387125
Short (GPR) 916 100.09 v | 9812 1871.25
Short (ST) | (VIR 99,01 110 | 9715 $1527.50

Net Profit f Loss $8571.25

w T —T T L T
% &g 12 19 @ A 18 21 W Toot 14 11 M #Mov 118
Friiifiov3d [ 08617 [0 [ Loe1 | Csaz | 7 ]

A
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Dynamic Trader - Chapter 7

s It Really Ts Fasier Than You Think

_ It has taken over 30 pages to describe in detail the ‘&PIJI‘OB.C]‘.'I, analysis and

5 trading strategies that were a part of just these four trades that took place
- over 3 three month period. In actual practice, it takes only a few minutes

per day to update the analysis, review the market position and prepare the
trading strategies.

H you review this section again, note how few price and time calcu-
lations were actually made as the market unfolded over this period. Most
itnportant, review the conséstency of approach.

e 1. The market position (major trend and position in the trend} is first
g considered,
b 2. The time and price projections anticipated t¢ put the market in a
3 low-risk, low-capital exposure trade set-up are calculated and neted
on the warkshest.
3. Trades were only entered on a daily trend-reversal or trend-
: continuation signal when the market was in the appropriate time,
_ price and pattern position.
e i 4. Early in the trend sequence, two-unit positions were taken. Profits
i were taken on one unit at a short-term price objective. The second
: nunit was held in the event the anticipated price projections were
met.
: 5. Early in the trend sequence, additional units were added on low-risk,
'j-;_ low-capital exposure trend-continnation signals.
= . 6. The initial protective stop-loss was not adjusted until the market
i action confirmed the trend direction.
F: - 7. The protective stop-loss was trailed fairly far from the current

- tnarket activity (3DH) until the market reached either the mminimum
L ot idea] price projection.

8. The prolective stop-loss was then brought close to the market

g (1DH).
— Consistency Of Approach Is A Key ¥actor To Trading Success
i
i
-
¥
w_ B

o
— 745
'*. ._:
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Putting It All Together

Bonds declined from the Ang. 2, 1994, Wave-4 high in a five-wave
structure. While each of the waves did not sub-divide ideally, (hey each
made their highs and lows at typical price and time projections for that
particular wave. Do market trends always unfold in almost ideal five-wave
;' structures at direct hits of projected time and price? Of course not. But
they often do! If you stick to a trading 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 capture relatively
small profits and keep lasses relatively small while you retnain in a
position to take advantage of a trend swing.

Do all corrections unfold in nice symmetrical ABC, zigzags? Of
course not. But many of them do! You can never know how a market will
: unfold. Bul you must have the 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 menths that foflowed the Nov. 1994 low. The following pages will
rot provide as much descriptive and commentary detail as the prior pages.
We will rely more on the trading log worksheets for the necessary
information, Most importantly, the approach will remain consistent.

Bonds made a five-wave bear trend of just over a year from the Oct,
1593 high to the Nov. 1994 low. Since the five-wave decline began from
historic high levels for bond futures, we may consider it Wave-1 of a long-
term, five-wave sequence. Long term Elliott wave anatysis is not particu-
larly reliable, so let's not make a long-term analysis just yet.

We should anticipate that a corrective trend would reach the broad
zones of 38.2%-61.8% price and time retracements and should not exceed
the 78.6% price retraccment. These are very broad ranges, but ar least
initially provide us with minimum and maximum time and price targets to
anticipate. The dynamic time and pattern analysis as the market unfolds as
well s the price projections of lesser degree should help to pinpoint the
important targets to complete the corrective rally.

746
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Dyramic Trader - Chapter 7

Minimum Time and Price Objectives For The Correction

The assumption is Nov. 11, 1994 completed a major five-wave decline
from the Oct. 1993 high. A corrective rally from the Nov, low should be
of greater “degres" than any of the corrsctive rallies that were sub-
divisions of the bear trend. A corrective rally should “overbalance” the
corrective rallies within the five-wave decline. In athet words, the time
and price of the corrective advance should exceed the largest time and
price of the Wave 2 and 4 corrective rallies.

The largest comective price rally was Wave-A of Wave-4. The
alternate price projection of W.A:4 projected from the Nov. 11, 1934
low is at 101.20. A corrective rally from the Nov, 11 low should exceed
101.20,

Recall from the previous section that the continuous spot futures chart
distorted the Wave-2 rally at roll-over te appear like an irmegular-ABC.
The March 1994 contract showed that Wave-B did not actually trade
below the Wave-1 low. The Wave-2 correction lasted 66 CDs. Sixty-six
calendar days from the Nov. 11, 1994 low is Jan. 16, 1995, A corrective
rally from the Nov, 1] low should continue beyond Jan. 16, 1993,

“Eﬂ-ﬂ‘l-lﬁn. T Prics |T ns " it 0]
e i
iR

|| e %o

phota e,

Aconective rally fram the Moy * 1, 1984-Wane §
Iow shiould exceed 101,20 a0d Jan 16, 1985,

e 5 J

Jan. 16 and 101.2) are only the very minimum time and price ranges
anticipated for the comective rally. Being aware of the minimum ranges
helps the trader keep 2 perspective on a trend or counter-trend and avoid
taking a position against the trend too early. Other Dynamic Trading

abcBourselir | @abCBourselica-) ol
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Putting It Ail Together

factots will provide the high probability targets for support, resistance and
trend reversal.

Typical Time and Price Objectives For The Correction

The typical comrection fails in the 38,2%-61.8% time and price retracement
zones. From an Elliott wave perspective, comrections very often conclude
in the price range of the previous Wave-4 and usually at the extreme of
Wave-4. The Wave4 high fell ar 106.23 Just above the 38.2%
retracement. This provides a strong confirmation that the correcive rally
should reach 106.01 or higher,

The 38.2% time retracement is April 13, 1995, There is a high
probability that a corrective rally will not be complete prior to April 13,
1995,

(b VeV

e fEe %o e
%ﬂ.‘l E:II . pLA T
P . i s 125'0
Fl2iro
1150
TIZE Rt D214
AR

=P 052

1050

The minimuin and typical time and price targets for the comective rally
provide us with important yardsticks to Judge the position of a correction.
We should anticipate the corrective rally will exceed the minimom
objectives and reach the typical objectives unless the Dynamic Trading
technical position of the correction provides a compelling reason to think
otherwise,

7-48
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Dynamic Trader - Chapter 7

Buy Bottoms, Sell Tops

When the Dynamic Trading analysis provides overwhelming evidence of
a trend reversal, trading strategies shouid be oriented 1o 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 marker. A five-
wave sequence should always be in the direction of the larger degree
trend. If the larger degree trend has turned bullish, a five-wave advance
should follow the Nov. 11 low.

A Wave-2 usnally retraces at least 50% and usuaily not more than
78.6% of the Wave-1. The trading strategy is to look to buy bonds on a
daily reversal signal in the 50%-78.6% retracement of the initial minor
raily. If bonds enter the 50%-78.6% retracement zone, a long position
should also be taken on a trend-continuation si gnal.

The next page is the Trade Preparation and Initiation Workshee! to
prepare 10 enter a bond long positien.
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Putting It Al! Together

Trade Preparation and Initiation Worksheet Trade # / Date £5 - | 1/16/4

Trade Ghjective Enter on W, comection !

Market Bonds, March 95

2 51 Dy Tradew - 21 - [1. BONDS

Elry it shully ol $criar ar Wb contiumton

S0P I trocke Mt into S0%. 7506 rewr acamonl 2o, el
P
i Trade g minar Akgh is th Ml
%gnal o lgw hae basn mede.
1 Bl

| e |
MHI Ml‘ I [ -——mﬂrmu.sm "’
| ' -‘._-'—!E‘Hﬂd ovee  [%0

/ H w0
Assumption 13 Nov. 11, 1954 mada » maior low 3

T8 Loy
i o

14 M 2 [
e s 5urs T [Tz [Cwn | m

Trend:  Minor Up from 11711
Time (FTFPs)  From

lor. Down from 11804 Majer Dowm from Car, 1995

TRZ From - . _
Boiviamer  From 1171L — Minor 9719 {81 8% Ret of W.4) _
From__ e la
Suppert  Prom | V16H (W1 high™  Minor 96.16.95.25 {30%- 78 5% Ret) _
Frem o Dmt 9503 (HISLT low) . _
TCs TRS

Farterm: |{M1€ probable mimr W1 high

Set-Up Decline below 50% retmpeniant. mininiam anticipated for micor W.2. Today wmied below 16% Rt
Aetlon to Tuke Buy on closs of pert duily reverl oF o contmotion sctpp as loag a5 aw trade below 99,13,

EmiTY Cirder ) Fllled? (INTA?) Crmceled? (VT)
[B-2, 98.22 Buy Step | axx 1157 0522 | fra |
Initial P8[95 25 st siop ]

Adfmt P8 Unit 1 On trade abeve 97,10 W1t DL

Unlt!.&lmdenhwe??.l?{w.llﬂmErDL
Unde 3
Commentary {1417, |Trade below T6.5% TeiTacemeery, bak clnse ahove, . .

11/18. Tnside-day. <o long oo ingide-duy entry siTatepy. _
1%, |No ettry signal. Teday mmaitsed within the rangr of day poior to insida-day. _
_ A7 Long ag low of inskbe-rlay nist mxcesdad (65.24), buy two units = 96,21 stop,

one tick shove day priot to inside day.

Buy stopr electad, Place fitial proective sell stop ar 95.25, obe Eok helow ingide-day.

N
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Dymamic Trader - Chapter 7

Trade Management
Bonds did not make a daily reversal signal after having declined below
the 50% retracement. An inside-day was made Nov. 18 which provided an
inside-day trade-catry set-up. A buy-stop to enter a long position is placed
one tick above the high of the day prior to the inside-day. The day
following the inside-day did not trade out of the range of the day prior to
the inside-day and did not trade below the low of the inside-day. The buy-
stop was heid for the next day.

On Nov. 22, the buy-stop was elected for a two-unit long position. The
protective sell-stop was placed one lick below the low of the inside-day.

A profit objective for the short-term unit is 972.29, the 100% Alternate
Price Projection.

On a trade above 97.20, the W.1 high, the protective stop-loss should
be trailed at the 3DL for both units.

abcBourselir > @abcBourselir
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Putting It All Together

Trafde Management Worksheet Trade ¢ f Date #5- 112204
Current Position 1-2, 11/22-96.22 FS-Oxxx |95.25 Sell-stop

& Dpnas Tracd - 32 - [1. BONDS  USO2YS D]

Typleal oblacive for w3 BT 1% Fmt 0500
WA= 182% Wl mE Aap 1614
Hal reea
Jhar lerm oblectiva:
1009 AFP (WY, 3nW, 1)

1 HOT20

B-2 8710
_—l—énwm

5T Ob|.

Comonestary
11723,

f l RN L#s13
: N s
: L
| | %ﬁmﬂ" {1& 43 S0%-78.6% Rel
14 7 = e " 18
Tum Iy -Ba | © 268 H 9623 LEgE [T 12
FIFR: FEr lIf0L Deg, 48 {includes 100% Time ReL)
Hesistance Fr LL/LIL Minor $7.20 (W.3 = 100% W.1)
FriiAlL - [or 94.719-99.19 (includes )% Ret.)
Support Fr 11/16 (W.1)  Mioor 95.26 tinside-day low) . )
3 S -
Pattern 11/17L probably 'W.2. Tiade ahove 97,20 (WI1HY igiaity confirms W7 low. ]
TC'S Close above 97.25 (LOO% AFF} TRS Trade below 95.22 (W.21) o
Add Fosltiets On trend comtimuation set-up in W.3,

Ad). PS - Unit 1 {§T) Trade ahove 57.20 1o 3DL, Take profit at 97.29 (L06% APP).
Unit 2 (IT) Teade above 97.20 trail a1 3DL
91,29 (100% APF)

Widarange up day. Trade abowe 97.20. §T profir objective met for ome-unii,

Adjust protective sell-stop on IT unit to 3D

11/29.

Traded into rangs of W. 1 but did not close in cfloéing_rapge. Fossibility this is ot an impulse rally.

Could be W.1-2-1:3-2;3 rather than W.1-2-3-4. Minor declibe 10 S09% retueement. _

- For now, assome this 1 mivar W4, Mo trend continiation sae-op mads in W3,

1372

Wiils-range, cutsids up day with cloce above W.3 high.

See next Trade Manggement Worksheet

7-52
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Irvnamic Trader - Chapter 7

Trade Management #2

The chart on the next Trade Management Worksheet on the next
page is up-to-date through Dec. 2, the last comment eny on the prior
worksheet.

The entry on the previous worksheet for Nov. 29 noted that bends
made a minor decline into the price range of W.1, An Elliott wave “rule”
(guideline) is W.4 should not trade into the rangs of W.1 although with
close-only data, a daily close had not been made in the closing range of
W.1. Unless both daily range and closing data violate a “rule”, T usually
continue under the assumption the most pbvious pattern is correct. In this
case, 4 note was made that the pattern may be a W.1-2 and followed by
W.1-2 of W.3. Bonds would have to accelerate the bull tread above the
W.5 price objective (99.08-99.19) to alter the assumed wave count 1o W, 1-
2-1:3-2:1,

The next worksheet is dated Dec. 2 1994 and continues with this bond
trade where the last worksheet ended.
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Putting It All Togather

Trade Management Worksheet

Current Positien 1-11/22, 9622

PS-Od_fxn

B Dyrsumic: Tracker - 83 - (T. BOMDS  U5SE395 Dj

100% Time Rl

AH- 11841

=——31E 1

Proft takan on ST unit S A App OER
3 LJn

H o d
47X App 1 000

I 3Rx 081

|dez price zone far W.5: BE.30- 80,10

98.30:'W5=618%W1-3
§9.08: W5 =100% w1
AT W= TEI% WA
9919 50% Ret 92H-11A1L

FTPPs Fr 1l/11L

Doc. 46

Rexisiancs Fr

Minor

Fr 11/11L

Tt 98.30-00.19 (Ideal W.5 Larger, s¢c chart above)

Support  Fr

Minor 9701 (WAL

Fr

Int

Paottern W 4 low = 1312

TCS Cluse above $9.19

TRS Close below 97.03 (W.1 closing high)

Add Position MA: Approaching W.5 peice and lirne target,

Adj. IS - Unit 1 ST unil closcd out at profit ohjective: of 9725,

Unét 2 (T Curzontly

trailed a1 301 Cn wede above 93340, irail at IDL.

ST Obf. 99.30, beginning of W.5 objective.

Commeniary
T2 (W 1=1TDy, W.5=5

TDs. 1272 (W.4) 435 TDs = Dee. 7-9.

W5 pop should be made 20 laisy than Dec, 9.

12/5. | Teade sbove 98.30, Trail stop af 1DL

1276, | Cloge above 99,19, Trand acceleraton? Extendad W57

127 | Snap-back-revereal day. Prior day low taken out. Long position stopped ot
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Lynamic Trader - Chapter 7

Closed Trade Critigne Workshest

The intermedtate term position was stopped out on Dec. 7 when the 1DL
{one-day-low) was taken out. The Dec, &7 snap-buck-reversal was made
at the coincidence of time, price and pattern. Each of these factors werc in
Dlace 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 signals (trend-reversal 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 a correction or just Wave-1 of Wave-A. At this point in iime
therc is no reason to guess. We can let the market continue 1o unfold and
provide us with more information.

The important factor is that it appears bonds hive made at least a
minor five-wave advance which signals Nov. 11 is indeed the completion
of the major decline and a major correction is in the initial stages. Bonds
should eventually exceed the Dec. high without deciining below the Nov.
11 low. This factor itself is important information for traders as well as
investors who are concerned with the intermediate trend of imterest rates.

What should be anticipated following a five-wave advance? At least an
ABC correction. If an ABC correction appeared 1 unfold. we would have
the ideal set-up to enler long for a W.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 cotrection to the minor five-wave
advance to unfold to consider taking another long position.
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Putting It All Together

Cloged Trade Critiqne Worksheet Market Bonds, hMarch %5 Trode #/Date #5 - 1277494

i (. Diynassir: Trader - 84 - [T. BOMD5

LISITS D]

- L
; o g
e Second long unit stopped outDac. T,
WWava-5 Iop rmads 4t the coincidanes of projected ime and 104G
price which cainedad with the parellel channel ne.
]J TGR Tach
d’T 13?“&-“{%‘34...11-':‘ g
‘fl‘ﬁ_[ ttlT \n_h
Wt
: 1 3 ) L1o0+
4 1 A 4 %% gﬁﬂ
1 a1 B0
3 3 Laet]
2

Enuy Exie
ot Date Price Date Price PL |#Con | Tk Value | Com. | Trade PiL
1 Lomg (ST} 1122 96,22 11713 9729 3500 1 31325 35.00 1185758
¥ Long [ITY 11722 H0.22 1277 93.18 G000 1 3125 3500 1340.00
3
Total Trade P/ L: | 302375

TERADE COMMENTS Mot an ideal five-wave tally. W.4 raded into range of W.1
but did nal close inka the closing mnge of W.1. Poszibility this say o cotplea cotréction of some sort
ABCLET} A continued rally and close above 39,24 (high-to-date, 1% signals trend continuation.

LESSONS LEARNED D, 2 widsrangs susids.reversal was a very hizh prohahility set=up tor
a short-term leng position. Conzidering probably in W4 at the time and very near W.5 price objectives,

jpucad tr hayve pessed wp this wend-continualion tade cniry 56t-up-
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Dynamic Trader - Chapter 7

Prepare To Enter Long Positions On Correction

A W.2:A or W.B correction would typically make a low in the 50%-
78.6% retracement zone. If bonds declined into this zone, a trading
strategy for a long position would be made,
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Putting It All Togather

The next page shows the bond chart that includes the data following
the Dec. 6 top. Bonds did not make a correction from the Dec. 6 high a8
anticipated. Bonds drifted sideways then up to the 61.8% retracement
(8/2/94H-11/11/94L) and declined into a low 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 considersd.

Until you have a firm opinion based on marke! action of the position
of the market, a trade is not considered.

Bonds eontinued essentially sideways to complete an ABC-flat
comestion at the Wave-C low on Jan. 25 We can clearly see the diagonal-
fifth-wave and AB{-flat correction after-the-fact, but, as it was unfolding,
there was ne way to determine how this market activity would play out.
Take a sheet of paper. Place it just to the right of the Dec. 6 bar which was
originally considered a Wave-5 high. Move it to the right one day at a time
to the last break-out bar. Can you honestly say the market pattern provided
a strong signal in advance of what was to come?

The Jan, 23, outside-reversal-day low was made one day prior to the
coincidence of two important time facters: 61.8% Time Retracement and
100% Adternate Time Projection.

Only after the Jan. 27 wide-range breakout day to a new high did the
market provide a strong signal of its position. Bonds appesred to have
completed a five wave advance and ABC-flat correction. Because bonds
had not provided a set-up for a trend-reversal rade entry in a support Zone,
we now must consider a trend-continuation trade entry.

7-58
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1. When the long position was stopped out on Dec, 7 at the projected
time and price for a W.5 high, Dec. 6 was assumed to be a compieted
minor five-wave advance which would be followed by a correction to
the 50% retracement or lower.

Instead, bonds drifted to a new high making a top Dec. 28 at the 61.8%
retracement in what appears to be a diagonal-fifth-wave, Diagonal-
fifth-waves are usually followed by a greater than typical correction,
Not this tirne.

The Wave-A low was made just two ticks above the 61.8%
retracement (not shown) of Wave-5.

. Wave-B tested the Wave-5 high. Wave-C was made Just above the
Wave-A low to complete an ABC-flat correction.

It was not until the breakout day of Jan. 27 that the market position
made sense. Until the market itself provides a strong signal of the
position and most probable direction, a trade should not be considered.
Trade market behavior, not the forecast, When in doubt, stay out.

- No trades were considered for over six weeks after being stopped out
of the long position on Dec. 7, Bonds had alse advanced less than two
points in this period of time. Trading junkies would not have the
patience to wait six weeks for a low-risk, low-capital exposure trade
set-up. Successful tralers all have the patience to wait for the market
tor set-up according to their trading piarn.
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Putting It All Together

Trade Preparation Worksheet

Bonds are now in a position te ¢onsider a long trade. Since the bond
activity did not provide a trend-reversal trade entry sel-up, we must
wait for a trend-continuation set-up unless and until bonds make

a correction.

Readers may wonder why a Jong trade was not entered on the breakout
of the double-top. We have not discussed breakout sirategies in this book.
Only strategies described in the book will be considered. Breakout
strategies have not been considered because they do not provide highly
objective trade set-up and stop placement rules. Breakout strategies can
be very warthwhile strategies to consider, but require a Jot of experience
and judgrent on the part of the rader before entry is considered. Or, they
require a very wide stop.

The safer strategy is to consider a trend-continvation trade or entry on
the initial correction fallowing a breakont.

Beforc completing the Trade Preparation and Initiaion Worksheet,
let’s determine the Dynamic Time and Price resistunce projections.

A
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Irynamic Trader - Chapter 7

Price Resistance Zones

The assunption is the Jan. 25, 1995 low is the completion of an ABC-flat
correction and that this correction was the B-Wave of a larger degree
corrective rally from the Nov. 11, 1994 low which will be labeled (A)-(B)-
{C). The chart below is the weekly, spot futures chart from the Oct. 1993
high. This chart shows the 38.2%, 50% and 61.8% retracements.

A correction to a five-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 falls just above the 38.2% retracement of the five-
wave bear trend.
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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 termn retracements from the weekly, spot
futures data and the sherter term projections from the March contract, we
have the price zones shown below. Projections followed by an asterisk are
usually the most important to consider

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) (Mach)

105.13: §/2/94H (spot futures)

106.01: 38.2% Ret. (spot futures)*

106,10: 50% Ret,-percentage change (spot futnres)

106.23; 6/6/94H-W. A4 (spot {ulures, high price of Wave-4)*

108.24: 61.8% Ret.-percentage change (spot futures)
109.04: 50% Rat. (spot futures)

The broad price zone of 104.00-106.23 should be the ideal price target

to complete Wave-(C) and the ¢orreclive rally. This price zone includes
the mest frequent C-wave targets including where W.C = 100% W.A, a
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Drmamic Trader - Chapter 7

major retracement {38.2%) and the extreme of the pricr Wave-4. If the

corrective rally continnes te unfold as anticipated, the minor degree sub-
divisions should focus in on a much narrower cluster of price tarpets,

Time Resistance Zones For Wave-((C)

Let's take a look at the Time Rhythm Zones and Dynamice Time
Projections from the Nov. 11, 1994 low to datermine the time resis-
tance projections for a potential corrective high.

Time Rhythm Zone (TRZ). Fehb, 28-June 9

The TRZ shows that the corrective rally from the Nov, 11, 1994 low
should not complate prior 1o Feb, 28, 1995 but should complete by

June 9, 1995, The minimum Dynamic Time Projections anticipated

for a Wave-(C) high and shown on the next page is the Feb, 28-March 10
period which falls at the very beginning of the TRZ. If bonds make new
highs after June 9, the odds are bonds are either making a much larger
degree comrection than anticipated or the rally is a bull trend that will
eventualiy exceed the Oct. 1993 high,

£ Dynemw: Tradur - TRZ -{T. EDHDS  IESE94.D]

Lol Y s fags

[ FE o e i o T i

Typical Tims <ebacemant For A Comaclon: Agrl 13- iy 18

11
¥
11
i A 5 0OH D BF M AN J A SO

Tims Rintrim Zane Fos A Top: Fab. 28 - Jeng & ___m__

Fii 27— 5 | 1001 R0 10 | LA0T0 | C0vh | 17 S%-TIL0
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Putting It All Together

Projecied Turning Point Perlods: Feb, 28-March 10 and April 8-11

Feb. 28: 100K Time Retracement (8/2/94H-11/11/94L)*

March 8: W.(0) = 162% W.(B) '

March 10; W.{C) = 100% W.(A)*

March 10: W.{A)-(B) = 100% W.(B)-(C) (11/1 L/S4L-1/25/95L projected
from 12/28/94F)

April B: W.(C) = 262% W.(B)
Aprll 11: W.(C) = 162% W.{A)*
April 13: 38 2% Time Retracement (10/93H-11/941L)*

If bonds make a new high after April 13, the odds are a typical ABC
comrective raliy is not being made. April 11 is the time projection where
the time of Wave-C would be equal 10 162% of the time range of Wave-A.
This is usually the maximum time projection of a Wave-C. If bonds make
a new high after April 13, the rally is probably only Wave-(A) and the
comection will be much greater in time and price than anticipated.
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The following page includes the Trade Prepurarion and Mitiarion
Worksheet that includes the time and price projections described in the
previous pages.
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Trade Preparation aod Inldaton Weorksheet Trade ¥/ Date #5 - 122755

Trade Objective W24 of W L feod ! Mmrket Bonds, March 95

¥ % Dynawic: Tiades - 74 - [T. BONDS __ US0335 DI

%L £30 g%ﬁ‘s
Wave{C} Price Taryas
101 3110203 & 1040010412
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I
1

—— B Sl M

%% "
N Wﬂ WWHM
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Reslance:  From Minor

From 11711440 Ine. 001 3110203, L04.00-506,23%, 105.24- 105904
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Putting It All Together

Trade Managenvent Worksheet Trade #/ Date #£ - 1/7105
Current Positow US H5; L-|, 1/31/95, 101,13 PS-OC xxx ' |initial Sell Stop -104.24
&3 Dynamic Tunte - #7 - [T. BONDE  DS8338 DY R
i 1410 Ret 2518

g

rrrr—— ] Bpp 1D (1G4
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Dyramic 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 battom of the worksheet. A new Trade Management
Worksheers is usually not completed unless the critical data such as the
time and price projections are changed or a chart pattern that is critical
the analysis develops.

I the current case with bonds, nothing critical or dramatic unfolded
with the analysis, 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 worksheeat are noted so you can
compare the charl activity as the comments were made.
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The next page inciudes the Trade Critigue Worksheet with comments
regarding the guestionable position of bonds at this point in time.
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Punting It All Together

Closed Trade Critique Warksheet Market Bonds, March 93

Trnde £/ Date _#6 - V295

B Dynamic Tredes - 38 - [V. BOND5 150395 D}
200asbd TS
1,5%33, 0 }%2. i
1t

B A0

Siopped out
below ora-day-low

B-tan Outside-Day
TrenekContinuation Enlry Sel-n

teal Time Projaction for W [C) high: Feb. 26-March 10

tdeal Price Projection for W.{C} high: 104.00-106.23

N

D

1070

1000

260

B840

Entyy Exit
Unit Date Prige Drate Frice PA. | #Con.| Tick Value | Com. | Trade VL
1 Long 1731 101.13 32 10315 | #0.00 1 31.25 3500 154000
2
3
Total Trade P 7fL: | 184000

TRADE COMMENTS March | high macke & direct hit of proected tine and price reysistance.
While Feb. 28 is mininvum date of TRE for top, certective 1op not expected tn be e prior to

April 13 (38.2% Time Retracesent of bear wend}. Pattomn of W.{C} did oot sub-divids nicely it

five wave structurs, | am not highly confident this is 1he final comective high. Mainwn PTPP for & typical

ABC, comective high should be April #-13. Major resisiagee mons v ABC, oomrective high

extends from 10406 to 106.23.

LESSONMS LEARNED
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Dynamic Trader - Chapler 7

Corrective Top Complete?

Did March 1, 1995 complete a major corrective top to the Oct, 1993 -
Nov. 1994 bear trend? The broad time and price zones anticipated o
complete the correclive high are:

Time

Time Rhythm Zone: Feb. 28 - June 9

Dymnamic Time Projections: Feb. 28 - March 10, April 7 - I3

Price (March contract): 104.00-706.23

The March 1 high was made at 104,12 directly within the time and price
projections for a corrective high. There is still almost two points of price
range (to 106.23) and another time period {April 7-13) from where a
corrective high may be anticipated to complete.
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Putting It All Together

Trading Strategies For A Short Position

If bonds have rallied into the broad time and price zones anticipated for a
major, carrective high, our trading strategy is to look for low-risk and low-
capital exposure irade set-ups to take a short position.

The chart below shows the position of June bonds a few days
following the March 1 high. We are now considering June bonds as the
March contract expires in the later half 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. We will consider this a potential Wave-1 low. We use the
same trade-entry strategy as before by looking to take a short position
in the typical retracement range for a Wave-2,

Short Position Trading Strategy: Sell June bonds in the 102.13-103.07
(30%-78.6% retracement zone) on the close of a daily reversal signal.
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Dhnamic Trader - Chapter 7

The chart below shows June bonds following the March 7 low.
Bonds continued to rally to above the March 1 high without making a
daily reversal signal in the retracement zone. No short trade was si gnaled.
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Bonds are still in the broad price zone for a major corrective high
{103.24-106.23) which has been adjusted to hegin ar 103.24 to reflect the
Tune contract price projections. Another Projected Turning Point Period
for a high 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
high in the current time and price zone ix to sell on the close of a daily
reversal signal or sell on a trend continuation signal if bonds decline to
below the recent minor swing low of 103.00.
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Putting It All Together

Trade Preparation and Initintion Worksheet Trude #  Dute #7 - 4695

Trade Chjective o short oo complation of cofrective rily
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Sell on e close af a datly revaraal 2igeal made in the

< 1w ahd prite projechon rangsE of on 3 trand laErc
B romtinuation signal made below 1030,
fipae L S X0
- 1 5 L|
.. S . ok i m;}'! S
N wem 10 47 24 e A0 A7 2 7] TARY
ThuB-Apr85 (G048 | H 1030 | L 318 | O 10 ‘B
i,

Treed:  Minar Up from 371 _ Int Upfram 17250

lom L. Majer Up fem 1 1L
Aprll 7-13 {Tuh = Priday)

Time (FTPFS:  From ILF11A4 L
TRZ From 111840

Feb M-lune 9
Reslstance From_ . Min . _
From 1 L/LLAL Ine F05.24-106.23
Support:  From NA Mlioor 103.0 (322 mingy low}
From___ . In
TCS Close above 106.23 THS Cloas below 1010

Patiern: Not mell defined but sppeans to be completing a comestive radly (W .C7h
Set-Up A daily reverel sigmel made in the Apal 7-173 PTPP i1 Treod Continomtion Signal made below 101.0,
Actlon to Take Scll on the choss of adaily reversal sgnal at new highs of tend contineation signal below 103,10,

Eulry Order 4 Filled? (DY) Cancelod? (DIT)
[s2 10412 b oxis [ 4795 -chse- 109.127 | [na |
Initlal FS|105.17 [ x|

Adjusi PS Uit 1_Adfust o 3DL if 103.0 repched

Unit 2 Adjusi to 201 if 103.9 reachwd _
Commentary

47, Widc-range outside-day made with an new high and clos2 belgw the prior day's bow.

Seld on the close, Vary arong sell signal st time and peles resREANGE _
The only weak tink is oo rhiskle Bl wave patters Lilw L high. Possible double wop. _
| Inifial prcrtective buy stop s 105.17, ona rick abeve the reversal day high.

apcBourselrr S @obCBourselirt) s sele2)e



http://abcbourse.ir/

Dyricenic Trader - Chapter 7

Short Position Stopped Out

On April 7, bonds made an outside-reversal-day, A two-unit short position
is taken on the close at 104,12, The initial protective buy-stop is placed at
105.17, one tick above the April 7, entry-day high. Five trading days later
on April 17, bords made another new high on another outside-reversal-
day. The short position taken April 7 is stopped out for a loss and another
short-position is taken the same day on the close at 104.18.

Thave not included the Trade Management Worksheet for this trade
because it was short-term and no new information was made prior to the
protective buy-stop being hit on April 17.

The foliowing page is the Clused Trade Critigue Worksheet for the
stopped-out short position. '
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Putting It All Together

Cloased Trade Critigone Worksheet Market Bonds, June %3 Trade #/ Date #7 - 4/17/95

Bl Dpnassio Trader - - [T. BONDS _ LIS0635 D]
|

ey TEMs 7 _
Heas R e 1059
E
; Apnil 7; z

&2 on clgse 1oen

HTH1E

Myl ¥
Fo .
,Nﬂmeﬁ

J,{_ w HMB2'
; b ift}
) tﬂ 100+
ITI{
: L5erg
]
{itp. oo N X
, Ry .
o . Tdieds e ] ] . o
™W T Feb 10 T M e i0 17 2% N TAwiI A
; i Won 17 Anr5 [0 10515 [H105 24 [L1041E | 101G 18
|
|
|
]
Entry Exit
Lt Cralg Frice Diate FPrica P/L | #Con | Tick Value | Tom. | Trade P
1 Short (ST 417 104.12 317 10517 57 1 3125 A5.00 -1191.25
2 Shoet (IT} 47 104,12 417 1517 =37 1 31.25 350} -1191 2%
3
Total Trade P/ L; | -238250
TRADE COMMENTS The widt-range, outside-reversal-day requirad o wide stop at oie lick
abovs the high of the day.

LESSONS LEARNED Wed., April 12 was an inside-day wilh & close ahowe the day's apen and

prior day’s close. Could have considered lowering stogr and limiting exposure 1o one tick above
e high priot to the inside-day.

7-74
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Dynamic Trader - Chapter 7

As long as the conditions remain for a fop, the shori-sale trading strategy
i5 maintained.

On April 17, the same day the April 7 short position was stopped out,
bonds made another new high on a wide-range outside-reversal-day with
aclose helow 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 Tuming Point Pericd of Aprif 7-13 that was a high probability
projection for a high, April 13 was a Thursday. April 14 was & non-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 tg rally to at least the next
projected time and price zones, The April 7-13 penod feli in the middle of
the Feb. 28-June Time Rhythm Zone for a high, Bonds were still in the
broad price zonc anticipated for a corrective high.

The next page is the Trade Management Worksheet for the new short
position. The commentary on this worksheet begins with April 17 when
the second two-unit short position was taken, Notg the May 1 comments
when the protective buy-stop was changed 1o a stop-and-reverse order.

The Trade Management Worksheet is followed by the Closed Trade
Critigue Worksheet,
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Putting It All Together

Trade Munagement Worksheet Traie#/ Date #3 - %17/95

Current Posithen 5-2, Jure Banck, 104,18 PS-HMxxx ' Jtuitial Buy Stop - 10525

P Dmawic Tiade -- - [T_IOMDE  USDETS 0| [ "]

o e Fon oo

Ty .
rP Hiﬁ[lmi[um -

L1030

ity

10

Ag long 44 Te condHiona Tk & lop
PTG, cormimie with the $ratagy o a

: | [” t shot sals. [
l L i Tha inltial shad postier i spned oul
'II on AL 1T Anaw shart B3 teken onihe
. QULSHOR-raverEal day Chyse on Aprl 17, 8o
]
+ X *
ﬂf’ JPEB?HF v %D

H OF Wb 10 17 M e W0 A7 2 W AmTd @
W 1 T= 06 [ 10518 [ H DS | L V18 | Ciaow e 38

PITPs Frlliusdl Aguil 7-13
IRZ R 110 Feb. 28-June 9
Eeslstance  Fr .. Minor ..
Fr 125L-W.(B)? Eor 103.234-106.23
Soppert Fr #17H  Minor 10331
Br4itH o I 10300
Pattern 4717 = WAC) high? - ..
TCE Close shove 106.23 TRS Close bebow 103.00

Add Powitten On Trend-Contimumtion sst-up afler ik below 10300
Adj P8 - Undt 1 (3T Trail w 3DH following trade ra 13,00
Usals 2 {IT) Trait @ IDH folowing ade o 0300
5T Ob]. Nt applicabie yat.
Commentary
#17,: Ouitside-Revermal Day. Went sk un the close of 104, 1R, o
Possible tiple-top. If confirmed by 4 decline below B)3,00, should be very strong bear trend.
_ If bemak above triple-top, shoald be very strong bull rend, .
— . S/L|Bonds heve pemained in 2 small trading runge for over 8 week and within 4 relatively small
trading rmnge for almest sia wocks, rince March 16. We am now wel] beyond the muximm
| e preection anticipated for a cormeetive top (Apel 7-13). .
\f oo Ayril 17 high i exceeded, an ABC comective [op is oo beitg made snd bonds are Bely
b rally g vhe 61.8% rotracerent (108.24) or higher. )
'Chﬂpﬂulﬂ!._i!prﬂm&uhﬂy—awwnmﬁnmiqpneﬂmg.
If the ghop-Bid-reveres i€ mlected, exit the Jomg position on the ¢lose of eory day if the gloss
jis below the curment day's epen and prior 4a3'e clote.
3. Soop-and-reverse order clected & 105.2%. Two short units stonned ot and now met long two unite
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Dynamic Trader - Chapter 7

Closed Trade Critique Workshest Market Bonds, June 95 Trade #/ Date  #E - 5rys

£l Dynamic Trades - - - [T_BONDS  LIS0DESS bl
’ iighga
i P e
) 4 ]
Twm titilte were s0ld on the outside- revercak-day

cloge 57 Apr| 7. The pratective buy-siop placed at
ongtickabova the reversal-day mgh wae hit May 3.

Meln
On WAy 1 115 det idad to maks the buy-stop a !Fﬁﬁn-;: Stop and
Reverse 1o nel lonp. ‘

ru E‘F e H1GS 2

alop-and-reversy .

)
F 5

M A
[Fa S ey S 1O 10818 W 3061 [ Lo B S roe16] 5o ]

T T —r
Entry Eaxit
Date i Drate Price .| Tick Walue | Cam.
53 3135 3500
54 3Lzs 35.00

Total Trade P/ L: | -250750

TRADE COMMENTS “Mhe pattern from the Nov. low i i providing 3 clear indication of the market
position, The Apeil 17 reversal day high was made ong irading day pest the anticipated musjmum time period

for a camective (ABC) high. The Agril 17 shont positiyn was taken at an almost ideal time and price
position For & cormcetive high.

LESSONS LEARNED Always keep wery alert 1y 8 market that is noi

perfomming according 1o
_ERpectations,

Be prepared (o reverse position when 3 caincidence of projected time and price is caceeded.
This iy ap imponan indication of an tevrsually drong markt,
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Putting It Al Together

When A Market Doesn’t Do What It Is Supposed To Do,
It Will Probably Do Just The Opposite

The April 17 teversal-day high at 105.24 was less than one point from the
maximum price projection anticipated for an ABC-corrective tigh
(106.23) and one trading day after the April 7-13 Projected Tumning Point
Perod anticipated for an ABC-corrective high, If these time and price
larpets were exceeded, the bond market has signaled that either a more
complex and longer term corrective trend is underway or possibly an
imnpulse bul! trend. In either case, bonds should continue to raliy to & much
higher price Jevei,

Because of thesa factors, the proteciive biry-stop order was changed to
a stop-and-reverse (S&R) order. Four units were bought when the S&R
order was hit which resulted in a twa-units net long position,
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Dynamic Trader - Chapter 7

Dynamic Time and Price Projections

In carly May, bonds have continned to rally above the price zone
anticipated for a comrective high and beyond the time zone anticipated for
a corrective high. Let's take a look at the next price and time targets that
should be teached.

Time Rhythm Zone Projection
The chart beiow shows the Time Rhythm Zone that was shown earlier.
The overtap period extends to June 9. Recail that this TRZ was projected
from 5%/21CDs swings and the overlap peried considers 80% of the
swings, What this translates to is based on the swing statistics, bonds
have a 90% probability of making a top by June 9 that will be followed
by at least a 5% price decline that will last at least 21 CDs,

The chart also shows that June } is the 50% Time Retracement of the
bear trand,

" BONDS - WesEea by

e 1: S50% Time Ratrsc emaet

4
E'L-H'E

T T 11. L] -

HDNFH-‘.HJJASQNDEFMHHJ

Tieme Rigpthim Zote: For A High: Fab. 20 . June 9 — S

i
l|Th-r-I~M-r-H mns‘m[l-nu?‘zril.ma"u CI0714 | T# ]
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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 top of the chart they are: '

June 13: The two prior rally swings lasted 47 CDs and 5¢ CDs. June 13 is
the 100% Alternate Time Projection of the shorter, 47 CDs swing

June 16; The }X% 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).
Note from the previous page that June 1 is also the 50% Time
Retracement of the major bear trand.

June 12: The 100% Time Retracement of the C-D trading range.

}I"l;m_' i Frade - '-'rr':nmns =553 0]

He o e —
F
1ihoys Bhocidt et 1;%5 15D
1CK A Juri
Eﬂﬁﬁ_w___lywm 1o High Profections (A-C]
; TER , ﬁﬂﬁ 110G
¢ Tirme Aedracermae of C0
105D
1]
A Dynamic Trme Projactinn
U 1 A e 1213
F100'0
I B
4 -4 = Lasm
?ﬁom %E.ﬁ _&.ﬁn
N ) o8 [ ™ " M J ",
Yoo vbey-25 FOCI01E | OB JLA0RAS [ 10610 ]

The two June 1 dates fall within the extreme range of the 80%-TRZ
which ends June 9. The June 12-13 dates are just a few days following the
TRZ. With both the extrerme TRZ and Dynamic Time Projections falling
in the first half of June, the probabilities are very high that a top will be
made in the first half of June, ideally near June 1 or June 12-16.
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Dhynamic 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 closely the retracement
targets from these two methods cluster.

106.01-106.10: 38.2% range retracement and 50% percentage change
refracement

108.24-10%.04; 50% range retracement and 61.8% percentage change
retracement

112.06: 61.8% range retracement and 78.6% percentage change
retracement

136.1%: 78.6% range retracement and 100% percentage change
ratracement
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Putting It All Together

-[1. 40NDS  USGEE W]
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Dynamic Trader - Chapter 7

Dynamic Price Projections

The chart below is also the continuous spot futures data and shows the two
100% Alternate Price Projections where W.E = 100% W.A at 109.12 and
100% W.C at 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 alternate price projections which are the high probability
resistance zones,

{51 Dymuadc Trades ~ Frice Pasg, Fom fisgh - [1. DOMDS 175659 5] =
4'22 1;11,?1& rive
F—A1 20 hop 1.000 m 11770
m;mwmmmzﬂm( .
T
—— AT Z A 1 m
1080
C
ERE | ioro
n 1040
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B parcentana ehange clugiar. S
oo
gl
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e Eiry _ e
H D *® F M L] ]
ey S e [T Lo TE [cI0] W | o ]

We now have the high probability time and price Projections for a top
and can complete a Trade Management Worksheet 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 Critigue Work-
sheet, These two worksheets provide all of the data and commentary
necessary to deseribe this trade,
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Futting It All Together

Trade Management Worksheet Trade 87 Dute ¥3 - 573/95

Current Position L-2, June Bonds, 105.25 P5:00Nuxx " Linitiat Sel1 Stop -104.21

13 Dynansic Trace - — - [T, BONDS L0695 D] _ - L

[
ﬁs, T

0% Altwrnata Price Prokections For Jume Contract Data nio
Alen aeg gpol £ ovract dla for APPE and rebacements
that fall near theze price 2omms. ——————$1"¥ Agp 1.000

—————————— T Apg OO0 EETS)

WPuyes

HADF 24 ]
Ligs 2 1050

Shoppes-anc. Revarps

an May 3 for a natlong oo
= ofwn Lndtg.
= 1 -
Tdpe e
. g 42,
T 25 e
1ihetivind 25 K At
(] o [ F ™ A M i
¥l 3-Marr-B5 [ 0105 TB [H 10611 L0615 [CI0640] 28 |
FTPPs Frll1LO4L May 31-June2, Junc §-14
TRZ Fr 1111541 Feb. 28-Tuns 9 _
Rewistance Fr 11/11/941 - Ine 108 24-110.07, 111.30-112.06, 116.19
Sapport Fr Na Minor 104.22 (47280
Pattern ABCDE? Apnears b2 be a corective rally but no confident pamern.
TCE Chose above 112.06 TRS Trads helow 104,22 (428 low)

Add Position NA: Will not 2dd pewition as P'm without 2 confident opinicn of the pattern position
Adj. PS5 Unit L (8T} Trailat IDL. Adjust to LDL if | 09.04 reached (50% Ret.) o
Unlt 2 (IT) Trail an IDL. Adjust v 1 DL if 111.30 reached (Furthest 1064 APP on Tuse contract data).

A3, :Bonds ran straight up and exceeded 10904 todsy. Trail ST-unit stop at 1D1.
Sf11. ST-mil stopped out a1 1090 on decline helow yesterday s loer. o o
111.30-112.06 price zone should be maritiom price larget for corrective high. This price Zone
Includes B1.8% reracement and 105 Altetnate Price Projections from both Junc and
CRHIlinu oz, 5paor futures conkacks. _
3724, |Botds reached 111,30, Trail st at LDL fod rrmaining IT-unip
518, Closs above 112 06, Kaly likety v comrnue 10 wext price target of 116,15,
642 Rally continved straight up inks May 31-Juc 2 PTPP without taldng oot 1L

Today's high at | 16.12, just thiee ticks short of | 1619 tarped

69, [TT-wnit stopped out 113,14, one lick below 101, The priee Eour trading days were )
within the daily range of June 2. June 2 high made 3t May 3! -June * PTPP for 3 high and just
thres ticks shorr of 156,19 prics farget Probable major rop,
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Closed Trade Critique Worksheel Market Bonds, June 95 Trade #/ Dutn  #0 - G095

i &1 Dmamic Trader - — - [T, BONDS  LFS580655 O]

ﬁfn ﬁa, L
E BA; [T-unit stapped
E H put st 10L

i

pd
A5; Trade above ‘m i ks

108.04. Trall skop an

SIT-wanitt st DL

b
[les¥ TerzaTeade 1o 117 30,
I Trail stop on T-unt sH10L

S11: ST-unit
stopped our st 1 0L

t P o
I

4+
£ =
A ]
Frd S 8 O114% | H{148 L1 1 211T1d -1

Jf Tick Walwe | Cyon | Tralds P/L
3125 A5.10 3, 1EA.TS
1125 A5 742125

Total Trade P/ L: | 10305.00

TRADE COMMENTS Joge 2 top made just tiree licks short of exirerne price target sod preciscly
within Dtynamic Time Projection fir a high which included the 50% Time Retracement of the prior bear trend.
During the satire rally fiom the 4£28 low to 62 high, the 3DL was ol ke out,
The June 2 high was made just coe week from the extremne TRE overlap period of Juae 9.
The Junc 2 high has probebly completad a major cooective rally.

LESSONS LEARNED How to be wrong and make money. From the Nov. 1994 bow, T was snticipating
. mare readily defined corrective pattern that would idzally top in the March - April time frame.
The Dynamic Time and Priog Projections and simple Trading Sinstegics kept me on the Tight side of the market
for the unexpested bull swing it the June high, )
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Putting It All Together

The table below is a summary of the bond trades described on the
previous pages.

Trade Summary: Bond Trades: 8/17/94 - 6/9/95

Botds Open Price Close Price Com, FL
Short (ST) BT 10311 of2 103,24 a5 (441.25)
Shor (IT) 817 103,11 9/2 103.24 35 (441.25)
Short (ST) 053 102.09 00 100.02 35 218175
Shent {TT) w2 10200 10710 08.12 a5 28728

Short (GPB) ol6 10802 1¢10 9812 335 187125
Short (ST} 10/12 99 01 11/10 97.15 15 1527.50
Long (3T 11522 05,22 11723 QR 18 is 118375
Long (IT} 11422 96.22 1247 98.12 35 1840.00
Long (IT) 1/31 101.13 32 103.19 35 1840,00
Short (5T) 47 104.12 a7 105,17 33 {1191.25)
Short (1T 477 104,12 417 105.17 a5 {1191.25)
Short (ST 4117 104,18 5123 10525 35 (125375}
Shert (IT) a7 1418 523 105.25 35 {1253.75)
Long {5T) 5i3 105.25 511 10%.00 35 318375
Long (IT) 543 108.25 59 113.14 15 762125
15 Trades 9 Ave Loss [Ave Profit| Net Profit

(units) Wimners | Losers | ) sog60 | og2.00 |Per Trade | gy0 420,00

%1, 200,00

Many other trading opportunitics were available during this period if
the parameters for accepting a trade were broadened from those in the
Tradmg Plan desceibed early in the chapter, Review the charts for this
period. Note how many trend-continuation trade set-ups there were
during this period. If part of your trading plan is to include short-term
trend-continuaiicn set-ups for 1-3 day trades, many other oppertunities
were available.

Many other low-tisk, low-capital exposure opportunities were
available if intraday data such as 3¢ or 60 minute charts were incorporated
into the analysis and trading plan.

T-86
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Dynamic Trader - Chapter 7

June 2, 1995 did not complete a major corrective high in bonds as
anticipated in early June. Bonds made a slightly higher high later in June
followed by a decline greater than 5% and longer than 21 days just as
anticipated. Following a mid-Aug. low, boends continued to rally making a
final top in Jan. 1996. The Dynamic Time and Price chapters describe the
Dynamic Time Projections, Time Rhythm Zone and Dynamic Price
Projections into the Jan. 1996 high.

Remernber, we trade the market, not the forecast. The March 1995
high was also anticipated to be an important top followed by & continned
bear trend to new lows. Yet, the long position trades ihat followed later in
May were Lhe most profitable of the past year. Once the June-July 1994
highs were exceeded, bonds signaled ancther major advance was
underway,

Trading results for the period following the June-July, 1995 highs
through the Jan. 1996 high are similar to the Apnl-Tune 1995 periad. Two
or three relatively small losses followed by two or three sizable gains as
bonds ¢ventually advanced to make a top on a direct hit of projected time
and ptice in Jan. 1996. If yoy have the bond data for this period, follow
the same trading plan as the examgles above ard 1dentify the trades for the
period following the June 1993 high through the Jan. 1996 high.

How To Learn Dyoamic Trading

The best way te learn Dyriamic Trading, or any approach to trading for
that matter, is to do what we have just dene in this chapter. Develop a
specific trading plan and trading rules, Choose a period of time from the
past for a market and follow it day by day as if it were a current market
umfolding each day.

Prepare all of the necessary time and price projections, compleie the
trading worksheets, follow the plan and “paper trade.™ Better yet, choose
Iwo or three diverse markets such as bonds, beans and silver. Update the
current charts and projections each day as the markets unfold for ar least a
six month period. “Paper trade™ them as they unfold. You will not only
come to understand and appreciate the power of Dynamic Trading, but
will acquire the elosest thing to actual trading experience.

apcBourselir,
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Chapter 8 —

The Real World Of Dynamic Trading

The real difference between winners and losers is not so
much native ability as if is the discipline exercised in
avoiding mistakes. What separates the amateur Sfram

the old pro is that the pro makes fewer mistakes.
Eoy W. Longsirest

In This Chapter, You Learn To

Trade Market Behavior, Not Forecasts

I have published an advisory letter since 1986, The [ollowing pages
include excerpts of the analysis and 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 theoretical about this
chapter. It demonstrates the real-time application of what has been tanght
in this book.

The excerpts are from my monthly Dynamic Traders Analysis Report
and Dynarnic Traders Weekly Fax Report, It is easy for a trading or
investing teacher to show historical examples of their methods that always
seem to work out perfectly. My advisary reports are a track 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-timne,
real-world.” They are a matter of record, They were published in advance
of the market ouicome and trading sction taken, They provide a unique
Dpportunity to show how the Dynamic Trading approach is put into
practice day-by-lay.
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These are only a few recent examples. Each monthly report is over
20 pages, not counting the trading tatorials or special research Teports
included each month. Each weekly report is 8- 12 pages. That adds up
to a lot of analysis and over 800 pages of material cach vear! All of the
forecasts or projections did not work out as planned. All of the trading
recommendations were not profitable, But they all provide an importam
practical lessom to be learned.

Each example includes follow-up comments, often inclnding a chart of
the subsequent market activity. There is not an attempt to explain in detail
tow all of the time and price projections were determined. The methods
used have all been described in the preceding chapters. Each report is
educational in itself. You will leam a great deal by studying these reports
and their comments. You will become convinced that the Dynarmic
Trading analysis and trading strategies hold great practical value.

One of the most important principies of successfyl trading you will
learn from this chapter is that you trade marke! beha vior, nof forecasts.
This thetne is repeated throughout the follow-up comments, Dynamic
Trading technical analysis is meant for the trader and investor to form an
opinion of the market position and the most likely outcome of the current
position. The analysis techniques identify trend reversals and the high
prebability time and price targets of the trend or counter—trend. While
these projections are forecasts, traders must never fail 1o identify what
market activity will invalidate the projections or forecast and never fail to
take action if the forecast is invalidated, A trader or investor who fatis to
exit @ market when the marke! position has beex invalidated by the marker
activity will not succeed in the business of trading.

Trade Market Behavior, Not Forecasts

By studying all of the matetial in this book and applying it to your own
analysis and trading strategies, you will also he able to put it into practical
application on 2 day-to-day basis just as iliusirated in these real-world
examples.

The page lay-out of this chapter is wider than the previcus chapters
in erder to accommodale the format of the excerpts from the reports. The
EXCErpLs shown are just 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. This is because the weekly fax report is more timely and
often able to provide specific trade recommendations and protective stop-
loss levels which is usuaily not possible with a monthly report. The
monthly report provides the intermediae to long-term position of a
market. This is critical information as the shorter-term trading strategics

82 The Real World Of Dynamic Trading
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are always taken within the context of the larger degree trend position. All
subscribers receiving the weekly fax report have also received the monthly
report and are aware of the larger dagree position of the market.

Study these examples in light of what you have learned, and 1 know
you too will become a confident Dynamic Trader, Fitst, let’s take a look
at the format of the reports so you will derive the most benefit from
swdying them.

Report Format

Each section of the report often provides commentary and explanations.
One of the important objectives of each repart s to educate the subscriber,
The more knowledgeable the subscriber, the more confident be or she will
be in the analysis and conclusions. More importantly, subscribers may
then formulate their own trading strategies in light of their understanding
of market position.

Comments: This section provides a brief commentary of the market activity
since the last report.

Major Trend: Bullish or Bearish and from which prior pivot. Both the
Bearish or Bullish Reversal and Continuation Signals must have been elected
to sighal the directicn of the major trend.

Intermediate Trend: Bullish or Bearish and from which prior pivot. The
election of the Bearish or Bullish Reversal Signal indicates the direction of
the intermediate trend.

Support and Reslkstance: Shows the price support and resistance zones and
which contract o index they relate to. Therc are often explanatory comments
showing how the price zones were calculated. The price zones underlined are
the most significant.

Time Analysis: Shows the Projected Tumning Point Periods (PTTP) and Time
Rhythin Zones (TRZ). Those underlined are usually the most significant with
& potential for an intermediate or major trend change.

Pattern: Provides comments regarding the Eiliolt wave structure of the
market position and other pattern comments.

Bearish or Bullish Reversal Signal: Price and/or time targets that, if elected,
signal an intermediate degree trend change. The reversal signals are not com-
Fletely objective or 100% mechanical, but based on the tirng, price and pattern
position of the market,

Bearish or Bullish Continuation Signal: Price andfor time targets that, if
elected, signal the direction of the major trend.

Minimum Time or Price Qhbjectives: Often provides the minimum time
andfor price objectives for the current trend.

Dmamic Tradine
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General Trading Strategies: Usnally summarizes the current market position
and anticipated minimum, time or price largets for the current trend. Provides
the general 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 stopped out since the last
report and/or adjustments to the protcctive stop-loss recommendations.

Specific Trading Recommendations: Only included in the weekly report.
Most recommendations assume a two unit position is taken, short and interme-
diate term. The initial protective stop-loss is always provided with the trade
entry recomrnandation. Recommendations for stop-loss adjustrnents are made
until the trade is stopped out. Only general, not specific, trade recominenda-
tions are made for the stock indexes due to the limitations of @ weekly report
associated with the high volatility of the stock indexes.

The specific trading strategies recommended in the weekly report are
limited due to the limitations of a weekly report. Subscribers may develop
other strategies during the week to lake advantage of the analysis and outlook
provided. As you study these reports, consider trading strategies you may have
incorporated other than the specific trade recommendations described in the
reports.

While the Specific Trade Recornmendations section is an important part
of the report and any advisory service, some of the hilance of the report,
including the General Trading Recommendations, often provides the most
valuable information. There are limitations to specific trade recornmendations
that can be made in a weckly report. Traders ofien formulate many trading
strategies aronnd the general trade recommendations.

Options: Provides the important considerations for option pasitions. Because
there are many option strategies that may be implemented for any enc option

position, specific option recommendations are only occasionally made in the

weekly report.

Mutual Fund Switchers / Investors; Recornmendations 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 trades 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.

We'll start by looking at the S&P from July 1996 through the 1ime 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.

8-4 The Real World Of Dynamic Trading
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPGRT - Tuly 13, 1996 - Page 1 of 7
Trading Strategies and Recommendacions For The Week OF Tuly 15-19

S&P - Positlen Summary as of July 13, 1996 {Chart on Paga 2}

Comments

The 5&P made the ImMtarmediate Term Bearish Price Reversal Signal with the Friday,
July 5 close balow 562.00. Futures and option traders and imvastars wera out of long
positions during [asl week's sharp decline. A comprehensive Stack Market Research
Raport wili be mailed with the July monthly reporl on Monday, July 15, You will nat only
find 2 waalth of information in this repert, but startiing conclusions,

Major Trand

Bullizh | Frown Hov, 1994 Law.

Intar. Trand

Bearizh | From 5/23 High. The ¢loze balow 686200 on July S (Bearish Revsrgal Signal)
turnad the interadiate dagres trand bearish,

Support (Sept) | 5/23 H | §43,40-836,80, §17,00-608.95
Resistanca [(Sapt.) MA | B82.10-664.20

Tima Analysla

The elaction and decannial cyclas and Dhynamic Time Projections siill indicata
the S&P showd make a naw high In 1936 above the May high and Dec, will close
higher than tha May clogal. The 1986 high should not be made pricr e Qat.

PTPP | From the 5/23H: July 1147, July 31-Ayg. §

Pattermn

The Wave 2 (B/8dH-11/94L) correction was an ABLC which implies Wave 4
should be “complax” which is exactly what appaans to be undokding. Complex
correctiona may take any shape imaginable. It ks a hopeless job 1o bry to pradict
their completion Iram a patlen standpeint. # is beltar to raly on price and ima
prejections to anlicipate the complstion of the conaction.

Minlmurn Bull Markst
Objsctives

Frice | §81, probabla to 730 or higher.

Time | Oct.: Whilz tha intermediate degrae trand has tumed down, the major rehd
objeetives 1o new highs should come later in the year even thaugh the S&P
could be sideways 1o down into as late as Mo,

Bearish Aeversal

Frice | BCB 882,00 (Sepl). This was met Friday, July 5.

Bearlah Prices | 2CLDCR 8§08 95 (2 Consecutively Lowar Daily Closes Bslow). Note that this long
Conlinuation term Bearigh Continuation Signal has bean adjsted much lower than the ona
shown lasi wesk. If thie sighal is slected, it moans thal tha oullook for new highs
later in 1996 is voided and tha besr trand from the kay high should continue for
many months, | oo not anticipate this gignal belng slected.
Bulllsh Reversal |  Price | DCA 5643
General Trading | Whila tha S&P is nol unfolding in the ideal buliish scenaric anticipated in recent weeks, the
Sirateglag | major butl trend from the April 1924 low is not yat voided and new highs later in the year
ara sirongly antizsipated. Whila a comactive low 2ould coma as late aa Nov,, the odds favor
it being made by the end of Aug. and ldeally in either the current PTPP of July 11-1F or
the upcoming July 31-Aug. 5 perod. The eal price zone for a comective low is §43.4-
536 .60, The Maxkinmum anticipated decling is o the §17.00-808,95 support Zong.
Dptiona | Traderz should be flat as of the July 5 closs. No new mecommeandations.
tnvestora f Mutual | Investors should be flat as of the July 5 close. No naw recommendations.

Fund Switchera

apcBourselir,
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Eobert Miner's DYNAMIC TRADER WEEKLY FAX REFORT - Tuly 13, 1996 - Pape 2 of 7
Trading Strategies and Eecommendations 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 contitmed bull trend to new highs tum out? See the following pages.

R LT Rl

ToLwEs
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Tuly 20, 1996 - Page 1of B
Trading Strategies and Recommendations For The Week OF July 22-24

S&P - Position Summary as of July 20, 1996 (Chart on Page 2)

Commants

Mathing haz changed for the long tarm S&F oullonk. The July 16 low was made dend
on the 61 7.00-60%.25 support zone and the July 11-17 PTPP for a low.

Major Trend

Bullish | Frern Mowv. 1984 Low,

inmr. Trend

Bearish | From 5/23 High. The close below 662.00 (baarish revaemsal signal) on July &

tumed the Imarmeciiste degrea trend beansh.

Support (Sopt.}

5/23 H | $17.00-600.95

RAesistance [Sapt.)

NA | 545,85-654.25, 666.20

Time Anglysis

July 16 should be the comrective low prior ta a new high. Nota that this low
was mads 54 CDs from the May 23 high. Check your chart history for the lange
number of shert termn panic declings that were 55 CDs +/~ a couple days!

From the 523H: July 11-17

Thare is no confldent wava struciurs interpretation at this potnt in time from my

paint of view athar than a wave-four complax correction is at or near complation,

if the Juby 16 low is excesded, we musl accapt that tha degiing from May 23 high

i&a ﬁve WRVEr patlem ang pmbabl].r lha beglnning of & largar degres bear market.
uly 15 ko ] i the S&P trsl making new

The July 16 low was made dead on the Andrew's support line shawn on last
Saturday's report. Whan a market 1s making nice wall dafined swings, Andrew's
suppot, resistance and median lines ara often at leest tempoerary suppeort and
rasistance,

Minimum Bull lel{li
Objsctives

708, probable to 730 or higher. (Thase are minimum prajactons. )

Ret: YWhile the intermadiate degres trend has turned down, the major trend
whjectives to new highs should come |ater in the ysar aven though the S&P
cwuld be sideways 1o down into as late as Nov. Get. is the minimum Hime
profection for a fap.

Benerlah Reveranl

Prica

BCB 822 00 {Sepl ). This was met Friday, July 5.

Bawish Continuation

Price | 2CLDCE 608,95 (2 Conaecutivaly Lower Daily Closes Below).

Bullleh Raversnal

Price

LCA 66820

Ganetal Trading
Stratagies

The working assumption at this time 1e that the S&PF made a corrective low at the
direct hit of time and price auppert an July 18. Tha S&F should axcesd tha May 23
high without excesding the July 16 low altheugh a tranding rally probably wen't begin prior
to early Aug. Traders should only consider buying strategiss unless the Baarich
Cantinuetion Signal |s made.

Optlans

Put premiums st high. Option traders should consider selling out-ol-the-money puts given
the working asaurnption that tha July 15 iow will not be exceeded for some tima. Neadlass
1o say, short puts must only ba hedged in the event of angther panic deacling.

Investors ! Mutusl
Fund Switchare

Investors should ba flat o5 of the July 6 close. Enter lorg on a DOA 666,20, the Bullish
Reversal Signal.

Dynamic Trading - Chapter §
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REFORT - July 20, 1596 - Page 2 of &
Trading Siraiegics and Recommnsndations For The Week Of July 22-26

£ Dynaimic Trades - — - [5&P 500 INDEX SPD936 D]
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Follow-Up Comments To The July 13 and July 20, 1996 Weekly Reports

The dynamic time, price and patiern analysis for the July 16, 1996 corrective Jow
shown in these two reports was dead-on, The S&P continued to rally to new highs
as anticipated. You may recall that right at this time, a very well publicized “gum”
sent out tens of thousands of promotional letters for her investment newsletter that
said something like “sell everything now, a bear market has begun.” I’ll het you
were oh a mailing 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 reswmption of the bull market to new highs.

The “Minitnum Bull Marker Objectives™ shown in the July 20 report are just
that, minimum cbjectives. As of that period of time in late Tuly when the S&F was
at 642.00, the bull market was anticipated to reach af leasr 708 and probably 730
or higher and not make a top 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 prejections were also made which pointed to even higher prices in the months
ahead,

88 The Real Warld Of Dynarnic Trading
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Rr.:rbwt Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Aug. 31, 1996 - Page 1 of 10
Trading Strategies and Recommendations For The Week Of Sept, 2-6

S&P - Posliion Summary as of Aug. 31, 199'5 (Chart on Page 2)

Comments | The sharp decline of the lest two days dogs not void tha long tern outlook for new highs
betora year-end.

Major Trend | Bufish | From Moy, 1994 Low. This bull irend should not complete prior to Ot

irder, Trend | Buliish | Ergm the July 16 bow. Only & close balow Bearish Reversal Signal of 623 55
woukd furm the Intermediate dagree trend bearish.

Support (Sept} | ai2oH | 646.90-640,05 £34.05, S23.60-620.00
B48.30: 50% Hat, 7454 -A722H

544,65 100% APP

B41.40; 50% FAet. 741 6L-822H

B40.05: &1.8% Rat, 7/24L-8i22H

Besistance (3ept.) 666.20-672.10, 678.40-681.95
Time Anaiysls From the &22H: Sapk, 45, Sepi. 13-16

The decline from the 822 high should completa no Iater than the Sept. 13-16
PTPF tollowsd by a continued rallv io pow highs.

Bullish | Aug, 22 completed an oddball 1op. Check your chans to find another top made
: an 4 2-3 wesk narow ranga pattemn. You'll haye a hard time. The 7/16L-8/22H
rally does not fit & wel-defined and pradictable pattern. At best, it appears to be
a sloppy five wave impulee pattern. Given the larger degree outleok for new
highs, this is the bast interpretation,

Minknum Bull Market . Price | 708, probable 1o 730 or higher.
: Objectives - Time | Ogt.

' Bearieh Reverasl . Frice | DCB §23.55
Bulllsh Cont. | Price | 2CHDCA 672,55

General Trading | The cunrent decling is considered cormectiva and should provide an excelient Bty
Sirstegiles | cpporiunity for the anticipated advance to naw highs later in the year. The ideal time and
p-rlcn targsts for a corrective low are Bept. 4-6 and 546.30-540,05. Tha decline should
mmplel:a no later han Sept. 16 and shoukd not close below §23.80.

ﬂptlum . Mo changs. Opticn stratagies should consider thal the S&P should excesd the May high in
: Ther fourth quarter of the year withaut firat making the Bearish Raversal Signal, Put
i pramiums are relattvely high, Oplion traders ahould consider sefling out-of-the-rmoney puts
: @ivan the working assumption that the Bearish Reversal Signal will nol bs excesdsd for
| 8o bna. Nesdless bo say, short pute must be hadged in the avent of anathar panin
- gecline.

' Investors should be long as of the Aug. 2 cloze when tha Bullish Raversal Signal was
miade. Exit long positions if the Bearish Fevemal Signal is made.

Dynamic Trading - Chapter 8
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Robert Miner's DYNAMIC TRANER WEEKLY FAX REFORT - Aup. 31, 1996 - Page 2 of 17
Trading Strategies and Recommendations For The Week Of Sepr. 2-6
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Follow-up Comments To The Aug. 31, 1996 Report

How did the projection for a corrective low ng later than Sept. 16 followed by a
continved rally to new highs turn out? See the fotlow-up chart on the next page.
The Aug. 31, 1996 report also projected that the minimum bull market price
objective was 708 and the S&F would probably reach 730 or higher,

8-10 The Real World Of Dynamic Trading
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O Sept. 3. one day before the Sept. 4-5 PTPP (Projected Tuming Peint Period)
for a low, the S&F made a corrective low as anuclpated at 642 .70, precisely within
the 646.30-640.05 projected support zone.

m. H #f ﬂv]l_lﬂ

1.0

HHLHHIJ Hmmmaf;m ool

Tirna projachon far comectiva low, Sept 4-8
Frica projaction Tor eomrachive low: 546 30-640.05

Comective Low Maxo Sept. 3 o 64270 on
a wile.ramnpe reversal dayl
-

The 5&P continued to rally to new highs as anticipated. Note above that the Aug.
high was considerzd a Wave-1 and the Sept. low a Wave-2. This implies that Waves
3-5 to new highs should still unfold.

The Aug. 31, 1996 report projected that the minimuam bull-market price ohjective
was 708 with a probable objective of 730 or higher.

How did this outlook turm out? Let’s move ahead 1o the Nov, 21, 1996 report to
find out.

Dynamic Trading - Chapter 8 8-11
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Rohert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Nov. 21, 1996 - Page | of 7
Trading Strategies and Recommendations For The Week Of Nov. 2237

S&P - Position Summary as of Nov. 21, 1996

Comments | Whila the S&P has reached the bruad price zone anticipated for & major top, time
prejections indicate a top waa not made at the Nov. 20 high.

Major Trand | Bullish | | 1964 L ow. The SEP has mat the minimum time and price obeciivas
for the prasant trend. It will take a Baarish Reversal Signal to provide an
Indication that the trend is complete.

Inter. Trond | Bullish | Erom the July 18 low: Time projections indicata tha trand from the July 15 low
should eomplete by Dee. 15,

Support (Dec.) NA | 730,40 Calculate Fib. retracements If top confirmed by a closa below 730,40.
Reslstance {Dec.) | 7416 L | Broad pij for tor: 790.00-761.2

ZA2.90-744 70, 790.90-754 65, 78125, F74.60 783 10
The: High o date on Nov, 20 is 749.80. Givan the upper end of the major

rezistance zone s gt 761.25, it appears the S&P is near a major top in price. The
S&P should still make at least marginal naw highs te 750.90 ar higher.

Tima Analysla [ PTPP From the Zi16L: Moy, 22-28, Dac. 615 The rally from the July 16 tow should
comgplete by Dec. 15; ideslly In either of the FTPPs shown above.

TRZ | From the Apdl 1994 { ow: Dee, S-March 25, (The TRZ is the broad tima zona with
a high probability of making a major bull marked top.}

Pattarm | Bullish | Pattern [ndicates the antire bull frend may ba at or near completion. Oct, 2818
considared wave four from the July 16 Kew. The July 16 low is considered wave
four from the Apgril 1294 low, The daily chart on page 3 shows that the S&F may
be at or ngar camplation of a minor five wave ssquence from the Qct. 29 low.

Minlmum Bull Market {|  Price | S&P (Dec.) 798,65 (met Noy, §). probabls to 738.00 or highar (met Nov. 14.).

Objactivas | Timg | Get, 81: Has been meat. New daily and clesing highs atter Nov, 11 signal the
advance should continue to Hav. 22 or iater.

Bulllsh Contiruation Price | S&P [Dec.): 2CHDCA 761,25 and (SPM) 2CHDCA TE7.35. Il these signals are
made, which is vory unlikely, look out above!

Buearish Raversal Prite | S&P (Dwe.) DCGB k
Genemal Trading | Whiles the S&F shauld meke at least marginal new highs above the Nov. 20 high, keep in
Strategies | mind he SEP is rwar the axtrome time and price projections for a major top. Ihere is na

teagon hot to be lond 85 kong gs the trend is up, but stops oh positions should ba faldy
clo=e to 1he marnke.

Optlons | Initiates bearish option stratagies if the Bearsh Reversal is mads.

jnvastors / Mutual | \nvesiors should be leng as of the Aug. 2 clese when the Bullish Revarsal Bignal was
Furd Switehers | mada Exit long positons H tha Bearish Reversal Signal is made.

8-12 The Real World Of Dynamic Trading
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Nov. 21, 19%6 - Page 2 of 7
Trading Swategies and Recomunendations For The Week Of Nov, 22-27
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Follow-up comments to the Nov. 21, 1996 Report; The chart above, included with
the Nov. 21, 1996 report, showed Oct. 29 as 1 Wave-4 low counting from the July low.
It appeared minor Waves-1-4 of Wave-5 were also 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, precisely within the time zone for a high, the &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 a bull market and the beginning of a bear trend.

How did it ar out? Let’s move ahead to the Dec. 14 1eport.

Dynamic Trading - Chapter 8
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Eobert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Dec. 14, 1996 - Page | of &

Trading Strategies and Recommendations For The Week OF Dec_ 16-20

S&P - Position Summary as of Dec, 14, 1996

Commanta | The S&P has continued lower as anticipated. It will nat taka much mors of a daclina ta
confinm tha larger degres trend has tumed bearlsh.
Major Trend | Bultish | From April 1994 Low. Both the Bsarish Reversal and Bearish Gontinustion
Signels must be mada 1o signal the majer trand has turnad baarish.
Inter. Trend | Buillish | From the Jylv 16 low: While the Nov_ 26 high has bean made on a dirsct hit of
projectod ime and price, the Beansh Reversal Signab (DCB 730.90) has not
_ bean slectad o signal the rand has turmed boarsh,
Support {March) | 11:28H | 7a2.20.730.95, 722.20-T18.20, 705.30-897 50, £A4.75
722.90-718.20 is now the key support zong. This zone includas the 100%
altemate prcs projection {W.3=W.1 counting from the Nov. 28 high), 78.6%
retracement of WLE and 38.24%, retracament of W.1-5. Closing below thie price
zona is a high probability signal that tha larger degres trend is bearish.
Reslatance | 7/i6 L | {spot futures): Broad price zona for major top: 738.00-772.00
121151 | (March): 752.50-755.0. This zone should not be closed above i the larger
dagree trand has tumed baarish. A close above 755.0 shauld be followed by a
centinued rally to new highs, Caleulats Fib. retracements if low mads,
Tima Analysis | PTPP | Dac. 19 {potential for minar low),
Pattem ? The working assurmption is that Moy, 28 completed wave 5:6. Dec. 10 hag either

completad waves 1-2 or A-B. The assumption is waves 1-2 are campleta. If This
is the case, the S&P showld currently be in a wave three daclins which implies
there iz a high prebabillty of cortinued volatility and relatively wide-range down

days.
Minimum LT Buli Price | Met
Market Objactives Tima | Mt
Bullish Contlnustian Frice | S&P (Spot futures): 2CHOCA FRY,25 gnd {SEX) 2CHDCA 772, If thesa Bullish

Comtinuation Signals are met, the S&P should ba in a panic buying frenzy with
the next price objectives much higher.

Baarich Raveraal

Prics | S&P (March) DCB 730.90. The S&F has bounced off of this targsl but has not
ciogad below 730.80. Only a close balow 730.90 will signal a trend chenge.

Bsnrigh Frice | S&P (March) 20 OGH 718.20
Cantinustion If the Baansh Continuation Signal is made, it implies an Impulslve wava senas
began with the Moy, 28 top and the larger dagies rend has probakly tumad
baarnsh.
Qeneral Trading | The curreni trading assumption is that a major top was made Nov. 26 and tha S&P should

Simteglea

continua a beartrend to below the July 16 low without excesding the Nov. 26 high. A close
above 755.00 la tha initinl indication tha this cutiook is incornect. A closa bakow 730,90 is
the initial confirmation of a tap. Trading strategies should be ordented 1o the short slde
unless the S&4P closes above 755.00.

Optlons

Initiate bearish option sirategies on a March contract clns.-e_:.bébnw 730,90,

Invastors / Mutusi
Furd Swit:hare

Investors shoukd be long as of the Aug. 2 closa when the Bullish Reversa! Signeal wax
made. Exit long posilions it the Bearish Reversal Signal is made (DCB 730.80).
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Robert Miner's D¥YNAMIC TRADER WEEKLY FAX REFORT - Dec. 14, 1994 - Page 2 of &
Trading Suategics 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 incluoded with the
Dec. 14 report clearly showed what appeared to be the completion of a4 five wave
rally into the Nov. 26 high. The assumption was Nov. 26 completed 3 bull-market.
The initial decline from the Nov. 26 high was labeled assuming Waves 1 and 2
were complete (see the S&P chart on the previous page). If the 722.20-7]3.20
support zone was exceeded, the hear market would he confirmed. This support
rone 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
a correction, bat an impulse.

Don't forget that we frade market hehavior, not forecasts, no matier how
confident the technical analysis appears. The objective is to always consider
what market activity will confirm or invalidate your opinion of the market.

Within two weeks, the market signaled that & major top was probably nof
complete and the stock indexes would continue to rally to new highs. The market
had quickly signaled that not only was the immediate bearish cutlook probably
incorrect, but new highs shounld unfold soon.

Let's skip ahead to the Jan. 18, 1997 report for an update,

8-16 The Real Waorld Of Dynarnic Trading
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Jan, 18, 1997 - Page 1of 9

Trading Strategies and Recommendations For The Week Of Jan, 20024

S&P - Position Summary as of Jan. 1B, 1847

Commuants

The S&P has made naw highs after Jan. 14 which signals the advance should conlinye
at least into Jan. 23 il net lenger.

Major Trand

Bullish | Erom Aprl 1994 Low. Both the Besrsh Heversal and Bearish Continuation
Signals must be made to signal the majcr trend has timed bearish.

inter, Trandg

Bullish | From tha ,July 185 low: With tha etectlon of the Bullish Reversal Signat on
Dec. 24, the Intarmediata degres trand must be consldared bulllsh unless the

Baarish Reversal Signal s made.

Support {March}

747.90, 733.95%

Resiatancs {March)

§02.90-821_10- This I the critical resistance Zor if the wave count shown on
the dally chart {1217 = W.4 L) is correct. At this plice zone, W.5=51.86% W.1-3
2nd 162% W.1, W.5=162% W.4 and W.3 5:5=262% W.2:5_ )i the S&P axcauds
this zone, the wave count Ehown last weak N217L=W.2:5 counting from the
7161} is probably comect which would project much higher prices,

Tha lang term raport which will be mailed Tuasday includes 40 pages of S&P
&nd D.J|A analysis and projections, Leng term projections show §132.00-822 00
&8s & critical long-larm resistance 2ona.

Time Analysls

Eromthe July 18 Low: Jan.8-14, Jan. 23-24, Fob, 5-11. New highs have been
made ater Jan. 14 which implies the S&P should be sideways 1o up Lo at Jsast

Jan. 23 and probably to Fab, 5 or later.

Pattarn

After apending the last two weeks preparing tha long femm analysis and
evaluating the various potertial patterms, the current position of the markat ia
best congidetad with the Doc. 17 low as wavs 4:45). Time and price projactions
confirm that this ks a better outleok than the Dec, 17 lew a5 wave 2.5, The most
Important factor is thara is no way to ook at the July 16 low as other than a
¥¥aviz (4} which impiies however the final wave {E) will unfold, it will complste a
leng term bl trend.

Mirdmum LT Bult
Market Dbjectlves

Mst. While tha icng term objective has been met, the recent pattam analysis
BUggasts the March 24P should reach at lest BO2 90 befors completing W.(5).

Bearish Roversal

S&P (Mareh) DCB 733.25.

Bulilsh Reversal

Price | S&F (March) Close above 758.80 {met Dec. 24)

Bullish Contibuatlon

Price

wﬂmm Met weok ending Jan. 17. Mawt mimmum

objectiva is 802.90.

Genaral Trading
Strategias

Tha S&P should be sideways to up at least to Jan. 23 and shold reach at least 80290,
These are minkmym ohjactives.

Optlons

There are ne specific recommendations at tis time.

Investors / Mutual
Fund Switchars

Investors and mutual fund switchsrs extted the market on Dac. 18. Only re-entar long

posilions H tha new Bullish Continuation Signal descrbed above is mata,

Dynamic Trading - Chapter &
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPGRT - Jan. 18, 1997 - Page 20f §
Trading Swrategies and Recommendations For The Week Of Jan, 20-24

Follow-up Comments Ta 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 a Wave-3, not & Wave-5. The market
behavior itself quickly invalidated the opinion that Nov. 26 was a Wave-5 high and
provided new time and price projections for the bull trend,

Note that the Jan. 18 report projected the Feb. 511 period as having the greatest
probability of making a top st the projected price zone of 812.00-822 00 where short,
intermediate and long-term price projections ceincided. The projection in mid-Jan.
was for at least another three weeks and 20+ points of rally.

The S&P continued to rally to new highs as anticipaied, Let's jump forward a few
weeks for an vpdate.

818 The Real World Of Dynamic Trading
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPGRT - Feb. 15, 1997 - Page 1 of §
Trading Strategics and Rocommendations For The Wesk Of Feb, 17-21

S&P - Position Summary as of Fahl. 15, 1997

Commeanls

Tha S&P has cantinued to advanca as articipated in Wadnesday's update report. Tims,
prlce and pattem projactieng are sach ne&ting tha axtremes fram whars a majgr top
should be made,

Major Trend

Bullish

From April 1994 | o, With the election of the Butiish Conbinuation Signal Jan.
17, the major trend rmust e considered bullish. Both the Bearizh Fevarsal atel
Bearish Continuation Skihals must be made to skpnal the majer rend has turmnadg
bearish.

Inter, Trend

Bulish

Erom the July 16 low: The intermediate dagres rend must ba congidersd bullizh
uniess the Besrish Reversal Signal is mads.

Pattern

rAGL

Feb. 5 is considered the W.4:4, ninning-comection low, [f this is corred, the

- complation of a minor five wava advance from Feb. 5 will complate five-wave

structures of several degrass as oilined in the monthiy rapor. A "running
correction” is an ABC correction where the wave<C low is al a higher prica than
tha wave-a low. It implias that the next impuise wave, in this case wiave-5, has a
high prebability of extending beyand the typical price targats for a wave-5.

Feb. 13 is probably a minor W.3 high which implies there ghould only be = faw
mare days to complets the minor five wave structure baginning from the Fab. &
low. A decline balow tha wave-1 high (796.95) signals the minor ive-wave
advance should be compiata.

In viewing the minor and intermediate tdagrea wave pattems, | lgok for & wave
pattem that iz a strong candidate as an “atemate.” | simply don't s88 a strong
candidate at this fims.

Support (March)

1/23H

Caleulate Fib retracements if high confirmad.

A dacline below 782 80 [W.2:5) is the first signai the advance is complate given
the assumed wave pamem. A dacline below 100 (W4 iow) confirma The
advance is complete.

Reslstance {(March)

12171

£10.65-524 90 (§18.40-824,90), 541.85-850.65

The 810.66-824.90 price zone Includes at laast seven price projections from
thrse degreas that are typical price targets for & wave five. This price zone fells
at the area of parallel channal resistance of two degreas,

If the wave count from the Dec. 14 low s cormect, the maximum price target
should be §41.85-850.85 This considars W.4:5 ix & running coractlon 5
dascribed in tha pattem saction and W.S that began Feb. 5 will exceed 100% of
W.1 {probably to 162% w.1).

Time Anelysls

FTPF

From the July 16 Low: Feb, 17-26 (17-19)

Time enalysis is peformed in tha same manner ag price and pattemn anclysis.
From the top {larger degres) down. The long and intermadiate term oycles
pointed to & high provabiiity top in the Feb, 5-11 periad. The recent short-term
cycles axtond the parfod through Fob. 26 with 2 wFOnceniraion in the Fab, 17=18
pafod.

Minimum LT Bull
Markat Objactivas

Price

idot. Whila the long term cbjective has besn miat, Wadnesday's report prajected
tha recant short-term swings projectsd & continuation fo at loasl 810.40 and a
probable objectlve of 821,00 or higher. The minimum objecibve has bean met,

Bearish Revarsal

Price

S&P (March] DCR 771.00. A cloge baiow the minor wave lour low (Fab. &)
signale the bull rend is complete.

Bwilish Revarsal

Prica

S£P [March) Close above 756.80 (met Dac. 24).

Dynamic Trading - Chapter 8

apcBourselir,

8-i9

-
N @abCBoUrse i) 0x)se [ VSN P



http://abcbourse.ir/

Bullish Contlnuatlon

Price | BEP (March);, 2CHDCA 772.40. Met Jan. 17,

Ganeml Trading
Stratagies

Alt factars of time, price and pattem slgnal the high probabllity of 8 major top no later than
Fab. 268 and no higher than BS0.85. Thase are maximum objectives anticipatard, The
greater probabllity Is for a top to be complete by next Wednesday, Feb. 19, with
324,50 a8 the probable maximum target

Opilona

lnitlate bezrish optlon strategies @ the: Bgarish Reversal Signal is made.

Invaaiora f Mutual
Fund Switchers

Imvastons and mutual fund switchers enterad long on the Bullish Continuation Signal macke
Jan. 17. Exil long pusitions if the Bearish Revarsal Signal is mada.

Go0.E4 App ZE1E
=341 67 App 1.E1%

S'Fld'nﬂ'f‘llﬂifl BiA
1TFab®? 24FakET

Follow-up Comments To The Feb. 15, 1997 Report

The March S5&P made a key-reversai-day on Feb. 19, precisely within the
Feb. 17-19 PTPP for the final Wave-3 high. The wp was §20.40, precisely
within the ideal objective for Wave-5 of 818.40-824.90!

As of mid-March 1997 when this chapter is being completed, the S&P bas only
declined about 6% from the Feb. 19 high and has niot yet confirtned 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 bean clearly identified.
Remember, we will trade the market, not the forecast,
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S&P 500; July 1996 - March 1997

The daily 5&F chart below includes the period since the July 1996 low deseribed in
the previous reperts. Except for a brief period in Dec, when it appeared a Wave 5:5
had completed, the Dynamic Trading analysis and trading strategies coatinued to
project higher prices as the market moved up from one price objective to the next.

1umt

ﬁ%‘fm o
e

Feh. 15, 1997: Bull Market TopT

All factars of Dynannic Trading anshveds (mply that
Feb. 19,1997 complated & bull markettep ofthe
rand that bedsn Tram the Aprl 1994 K or eanler.

Apply your shudy ofthe Cynamle Tradirg Hma, price
ang pattern analysiz tachnigues. Yhatwould be lhe
slgnal that would conflrn e top? Yemat would be the
slgnal that would invalidate ihe lop?

res 2 e@srm

™ B W J i A s o
FriZi a7 |O70255 [HR6 A4 [ 76265 |G redd0 | 145

If you review these S&P reports again, the importance of Dynamic Trading
analysis should become obvious.

1. Dynamic Price Analysis is much maore than obvious suppert and resistance levels,
Comprehensive Dynamic Price Analysis often provides the minimum price target
anticipated for the market position. Dynamic Price Analysis also often provides
the specific price levels that should not be exceeded if the opinion of the market
position 15 valid.

s

S

. Dynamic Time Analysis provides the specific time periods with a very high
prebability of trend reversal. Almost every intermediate-term high and low shown
on the chart above was made within one trading day of a tire projection.
Dynarnic Time Analysis also provides the trader and investor with the minimum
time objectives probable for any degree swing.

Drynamic Trading - Chapler 8
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3. Practical Elliott wave analysis often provides a very confident opinion of market
position. When Elliott wave pattern analysis is combined with dynamic time and
price analysis, high probability time and price projections are possible, The failure
of many Elliott wave analysts is they trade their forecasts, not the market behavior.
Ary market will wsually confirm or invalidate an Elliott wave forecast very
quickly. To fail 1o recognize the confirmation or invalidation of the Elliott wave
opinion is to fail to understand the practical application and true value of Elliott
wive analysis.

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.

8-22 The Real World Of Dynamic Trading
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Rokert Miner's Dynansic Trader Analyals Report - Aug. 1996 - Page 19

| 53 Dpnomic Trader - - - [NIKKEI  NEKKE] W]
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NIKKE): The Nikkei has probably complsted a major top in June. Summer time ls an Important pericd for
seasonal changé in the Nikksi. Nota on the weeldy chen that the last thrae major trend changas took placa
in Aug., June and July, The decline from the June 1996 high has sxceedsd the 100% Altsmats Price
Frojectlon and reached the 61.8% retracerment of wave five. Whils the long term frend remains unclear in
tha Nikkei, it appsars June has began a decling that should et least correct the sntire rally from the July
1935 ow.

The fellowing page shows the outcome of the Nikkei from the Junc 1996 high.

Dynamic Trading - Chapter §
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Fellow-up Commenis T¢ The Nikkei In The Aug. 1996 Report

The Nikkei has declined over 25% from the June 1996 high through March 1997, A
simple analysis 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 a correction or the beginning of
an impulse trend to new lows? What is your rationale?

hy - ke Ao,
[ ]
1

51 Dynamic Trader - . IMFKKEN HIKE

263
Is the baar trand from the e 1985 high prie Ml
a1
comecive or inpuisat 3 -
What do you think and why? 5
2orBY >0
3
20000
1 M 1 or A2
h{ﬂr H1E000
) — i [ £ A Y
30rC?  eioeRe o7se fo—
| ' 14000
4 A
i i
14285, Jram 170 12000
Flamyd J & SONDSOSTF MAMJJASOGNTD ITF M

$ Fri2iFah57 [C1B730 [ H19173 | L18729 | C 19034

The Jan low was made at the coincidence of the 61.8% retracement and 162%
Alternate Price Projection. Based on simple price projection analysis and wave form, the
odds are high the Jan. low was not the campietion of a cotrective low. The odds are the
Jan. low was a Wave-3 not a Wave-C of an ABC correetion, The C-Wave is more often
equal to 100% of the A-Wave, not 162%. A Wave-3 is often equal to or greater than
162% of the Wave-1.

If we consider the Jan. 1997 low the end of Wave-3, what would be the pattern factor
that would invalidate this idea? A Wave-4 should not trade into the price range of Wave-
1. If the Nikkei rallied above what is shown as the Wave-1 low, the bearish outlook for
the Jan. low to be exceeded is at least questionable.

8-24 The Real World Of Dynamic Trading
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Robert Miner's Dynamic Trader Analysis Report - Nov, 1996 - Page 138
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Etruit Times (Weakly): The Fab. top should not be exceeded for yaars. Tha ST should
complete a five wave decline within the relatively broad support zone of 2032-1948 which
includes the 78,6% ratracement, W .5=100% W.1, W.5=51.8% W.1-3 and W.5=162% W.4.

The following page shows the outcome of the Strait Times Index following the
comments from the Nov. 1996 report,

Invnamic Trading - Chapter §
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Follow-up Conunents To The Strait Times Index In The Nov. 1996 Report

The Wave-5 low of 2035.0 was made Just three paoints short of the ideal price projection
for Wave-3 of 2032-1948.
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Elliott wave analysis and Dynamic Price Analysis prepared traders and investors
for a major low that was followed by the largest rally in almost a year.
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Nov, 16, 1996 - Page 27 of B
Trading Stretegies and Recommendations For The Week Of Nov, 18-22

Cattie (Feb.)

Resistance: 65.20-65.54

Support (1141 4H); §4,45-64.21, €3.96-63.88, £3.61-63.45, 63,11

The sall ardar was not elasted last week. Cattle made a five-wave declineg into the Oct. 25 low. Cattle
have ratlied to what shoukd ke the meximum objective if the rally is gorrective. Tha Nov. 14 high
appeasrs to hava completad an ABC correction at the 65.20-65 .54 resistance zona which includes the
78.5% retracement, wave-four high, 100% alternate price projection (W.C=W. A) and 262%
retracement of W.B (W.C=252% W.B). A close over §5.54 signals the rally is prebably not comective
but should continue to rally and excasd the Aug. high. Seasonally, Fab. catile hava a high probability
to ba down from Nov. into Jan. or Feb. We should continue to initlate short pogition strategies as long
az caitle have not closed above 66.54.

Shett and |ntermediate Term Traders: Aa long as catlle have not closed above 85.54, sell cattla at

thrae ticks below the prigr day's low. Adjust the protective buy-stap daily to one tick above the 3DH
(three-day-high),
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Foliow-up Comments To Cattle In The Nov. 16, 1996 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 oceur during the week, making it
impossible to provide judicious protective stops with trade recommendations
from a weekly report,

The Nov. 14 high was made at the ideal price projection for a Wave-C corrective
high. While the Dynamic Trading book has not discussed seascnal tendencies in
markets, many of the agricultural markets have very reliable seasonal tendencies that
traders shonld be aware of.

Note that the recommended sell strategy was to wait for a prior daily low to be
exceeded before entering the short position. In other words, a miner confirmation of
a bear trend. The sell strategy was voided if cattle closed aver the upper extreme of
the resistance zone. If cattle exceeded the extreme resistance zone typical for an ABC
correetion, the edds are the rally was impuisive, not corrective, and new hi ghs would
eventually be made.

The following page shows the next week’s report and how the analysis and
rading strategies worked out.

8-28 The Real World Of Dynamic Trading
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Roberl Miner's D¥NAMIC TRADER WEEKLY FAX REPORT - Nav., 21, 1996 - Page 6 of 7
Truding Swategies and Recommendations For The Week OFf Nov, 22.27

Cattle (Fab.)
Besistance: Calkculate Fib. retracemants If low confirmed

NA4HY £3.61-63.45, 63.11, B2.47-62.39, £1.41

The sell order was elected on Monday, Nov, 1B at 64.52, three ticks below the prior day's low, Cattle
completed an ABC correction at the Nov. 14 top as dascrbed last wask. Cattie should continue to
avantually decline 1o balow the Oct, 25 low.

Short Term Traders (S-11/18, §4.52): Adjust the protective 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 Prica
Recent Trading | Short Feb, {ET) 1118 5452 -
Assommandations | Shert Feb. (IT) 11/18 f4.52 -

{ 1Dy Trade - - - LIVE CATILE LLAZRZ D]
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Follow-up Comments For Cattle To The Nov. 21, 1996 Report

Cattle declined sharply, electing the sell-stop for a short position as anticipated.

Dynamic Trading analysis prepared traders to take advantage of a low-risk and
low-capital exposure irade. What ever your trading time frame, short, intermediate
or long-term, you must have the paticnce to wait for the best Oppurtunities.

Dynamic Trading - Chapter §
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Robert Miner's Dynamic Trader Analysis Report - Nov, 1996 - Fage 7

Gold - Position Summaty as of Oct. 29, 1906

Commants

Gold has excesded a 20 year historical extrems for the tima range of a dectine without
heving made a 5% rally. Last month projected that at least & minor lgw ghould be mada
by Oct. 4 (Sept, 26-0ct. 4 FTPP). The low was mads Det. 1 at 379.8, Just 70¢ below the
projected support 2ane for the low of 382.8:380.5

Major Trend | Trading | Wilh the decline below the June-July low, the odds are aqual for a break helow
Range | or above the trading ranga. _
Intermediate Trend | Bearsh | Goki must make the Bullish Reversal Signal which is now 2EHDOA 386.5 1o

} turm the trend bullish,

Support (Dec) | A6 H|331.6, 37.0-376.5
Reslstance {Dec.) NA | 365, 3880

Time Analysis | PTPF | Erom the o, 22 high: Noy, 4B, Nov, 11-13

Pattam 8/5H | Oct. 22 Is probably a wave-four nigh whizh implies gold should make anather

drive to new kowa, ideally io the 372.0-276.5 suppert 2an8 which i& an ideal
target for a wave five low. Only a close above the Oct. 22 high will void tis

outicok.

Minimum Trand

Thers are bo trend objectives until gold provides a trend direction signal. The

Objective largar degree position is a trading range. Giold must make a bearish or bullish
confinuation signal bators trand cbjectives will be given.
Bulllah Reversal Prica | DCA 288 5
Enarlah Continustlon Price | DCB 378.4. A close balow 381.6 will be an inftlal indication of a conlinued

decling at least o 276.0.

General Trading
Strataglec

if the Buliish Reversal Signal is sleclad, gold should enly ba in the inilial skages of a bull
irend and should continug to rally shove the lang term trading range highs.

J55.

- I the Bearish Continuation Signal is made, gold should continue to decline to at least

Opfions

Mo spacilic recommendations at this tima.

PM Mutual Funds

Go keng on & Cec, contract close above 386.5.

8-30
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Robert Miners Dynamic Trader Analysic Report - Nov, 1996 - Fage 7

1 53 Dynamic Tradar - - - [COMEM GOLD  GC1298 D]
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Gold (Dec., delly): The decline balow the wave-B low signaled the rally from the Oct. 1 low iz
probably corrective and nat impulsive. The odds favor a cortinued decline to the 378.0-375.4
support zona, Only a close above 386.5 (10/22H) will void this immediate bearish outicok.

Follow-up Comments For Gold To The Nov. 1996 Report

Why was a new low below the Oct. 1 low anticipated? Geld had declined below the
Wave-B low signaling the rally to the Oct. 22 high and 33.2% retracement was an
ARC correction, not the beginning of an impulsive trend. If the Oct. 22 high was a
Wave-4, the ideal price projection for a Wave-3 low was 378.0-376.3. Nov. 4-6 was
projected as the ideal time for a Wave-5 low,

Did gold make a Wave-5 low in the time and price targets as anticipated? The
next page shows what transpired in the following weeks.

Dynamic Trading - Chapter & 8-31

: "o @ A
abcBoursellr N @abcBourselinBNT-) 51t s lfe) R =il 88854



http://abcbourse.ir/

Gold continued to decline to a new Iow just as anticipated. On Nov. 1, one trading
day prior to the Nov. 4-6 PTPP for a low, gold made a reversal -ciay low at 377.8,
preciscly within the price zone projected for a Wave-3 low, Time, price and pattern
plus a daily reversal signal seemed to coincide for an impertant low. Gold rallied $3
and then fell out of bed and continued to decline 10 new lows.

The time and price projections were right on for 2 low, but not a major low as
anticipated by the Elliott wave interpretation that considered the Nov. 1 low the
completion of a five wave decline,

Dynamic Trading analysis and trading strategies will not project the market
position correctly all of the time. No method of aralysis is capable of doing that.

The time, price and pattern position of the Nov. 1 low provided the trader and
investor with a definitive, maximum profective stop-loss for long positions of one tick
below the Nov, 1 reversal-day low,

When the Nov. | low was exceeded, traders could hold no bull markar ilhusions,
at least for the time being. The market itself had invalidated Nov. 1 as a major low
and signaled the bear trend would continue.

(37 %

K P I "
- ml”}”*lg , i

l J 20
L 1{”11{ L -
| - ITEORet 1.272 k3780
BTN L arsa bop 0818 [0
Price Projachon For Wave-5 Low: 376.0-3764
Time Projactan For Wave-5 Low Mov, 4-6 L3740
Lowr mada Moy 1 {one trading diy befors tha '
Mow. 4-E periad) at 377.E, Only & tamporany Iow. L3720
+ 1- Mol & Yvave-3.
B i L3700
: _docke ] ;ij ¥
o 27 a1 16 TN @ 15

Trade market behavior, not forecasts. Always identify the market activity that will
invalidate your opinion of the market position and do not fail to act when the market
tells you in no uncertain terms that you are wrony.

8-32

apcBourselir,

o @abcBourselir

The Real World Of Dynamic Trading

) ) 52 [R2%e



http://abcbourse.ir/

Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Sept. 7, 1996 - Page 2 of 10
Trading Strategies and Recommicadanans For The Week Of Sept. 9-13

Bonds - Position Summary as of Sept. 7, 1996 {Chart on Page 2}

Comments | Bonds did not make the Bearish Price Revarsal inst week (2CL0OCE 106.23) but did
frads balow the extrame time and price suppon targets anticipated to complete the
decling from the Aug. 13 high. Friday's wide-range, cutside-neversalday has probatdy
eemplatad the stesp decline and a carrective rally should now take placs,

Malor Trend | Bearish | From jhe Jan. 4 high: Bonds should evantually continua lawer and excead the
Mov. 1924 low withoul having exceedaed tha Jan, 1995 high. The receni five
wave deding suggests the Aug. 13 high will ot be axceadad.

Inter. Trand From the Agg, 13 high: Bonds appear to have completed & five wave decline on
Friday which implias the langet dagrea trend ie now down.

Support (Dec.} 105.23-105.14, 10431, 103.39 '

106.23-105.11 iz the support zone whare W.5=W.1 and W.5=.382 W.1-3 If
Sepl 4 s considered the wave-4 high.

Rasistance (Doo.) 107.17-107.25, 108.18-109.10
A corrective rally should reach at least 10B.18.

Timg Anulysls It bondz continue sideways to up a5 anticipated, a comective top should not ba
made prior to Sept. 19,

Pattarn Lest week assumed Aug. 28 was 2 wave-four high. The continuad declined has
aktered the count to a texthook five wave decline with wave-thrse subdivided inte
five minor waves. Friday's low [Sept. 6) waa made a1 the idesl priga zone for
a wave five low. Sos the support price section above,

The five wave decling implias that Aug. 13 was a major correctiva high and
bonds should excesd the June low without having exceeded the Aug. high.

Minimum Baar Thesa will not be considared unless or urtd the Juna 13 low is exceeded and
Trend Gblectives thara is a conlirmed bearish pattern to werk off of.

Baarlsh Revarsal Prica | DCRAQ7.24. This was made Aug, 30,
Beerish Corinuatian Prcs | 2CLDCE 106.23 (Sept.), 106,14 {Dee.). This was not mada last wask.

General Trading | All factors signal that Sept. 6 compfeted the swing down from the Aug. 13 high and &
Etrategles | corrective rafly should continug into 8t ieast Sept. 18 ang mach &t feast 708,18, These are
the minimum ime and price abjectives.

Laal Waek | Tha buy-cn-closs signal was elactad Tussday on the close of 107.12. Tha long pasitien
was stopped out on Friday 106.01.

Spaclfic Trading | Short and |niermediate Term Traders: Buy bends at 106,13 or bakter, or 107.05 on a stop,
Recommandations | OCO. Place the protective sell-stop at 145,19, While not a specific rezommendation,

subscribars who baught near the dose Friday, use the 105,18 protective asll-stop.

Qptiona | Optlon strategies should consider that bonds should remzln within the exiremes of the
June low and Aug. high at lsast through Oct. Cption traders should considar slling Dec.
106 puts and Des. 112 calls on & futures buy signal.

Mutunl Fund | The sall signal to kquidate for bond mutuad funde was mads Friday o:n the Beansh
Reversal Signel.

Dyramic Trading - Chapter 8
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Sept. 7, 1996 - Page 3 of 10
Trading Strategies and Recommendations For The Week Of Sept. 9-13
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Follow-up Comunents For Bonds To The Sept. 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 Aup. 13 high was
considered a major Wave-2 high. If it was indeed a Wave-2, it was not anticipated to
be exceeded prior to a continued decline to new lows. The rally from the Sept. & low
was anticipated to be a correction to the five wave declize from Aug. 13 to Sept. 6.

Row did it turn cut? See the next page for a follow-up chart and more comments.

8-34 The Real World Of Dynamic Trading
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The chart below shows the bond activity foltowing the Sept. 7 ceport. Bonds
sontinued to rally from the Sept. 6 low just as anticipated. The buy-stop to enter a
long position was elected the following trading day, Monday, Sept. 9. Bonds rallied
almost straight up from there. The minimum price objactive for the rally was 108.18
(50% retracement) and was reached within a few days,

The “correction” was projected to last at least to Sept. 19, The rally continued to
Sept. 19 us anticipated, and beyond.

The Aug_ 13 high was sxceeded
contrary io expartabion s in early Sept,

10310 el 0 E1A
10018 Fet 0500

Bury 2ignst Elscted Monday, Sept. o

5
E Ly 8 16 3 H 65 12 n It 11 18
H Thu T-New sl [0 [HU1C0 L1922 G114 )

How To Be Wrong And Still Make Money!

Bonds eventually exceeded the Aug. 13 high, contrary to expectations. As it mrmed
out, the rally from the Sept. 6 low was rore than a correction to the Aug. - Sept.
decline. [t was part of a larger degree comection begun from the June 1996 low. You
don’t have ta 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 pages follow-up on the
bond position and trades.

Dynamic Trading - Chapter 8 8-35
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Oct, 23, 1996 - Page Lot |
Mid-Week Update

Bonds {Dae.): Bonds alse made a wide-range raversal today, with Ia close near the high. Teday's
low was made in the B1,8%-7B.6% retracement zone and zhould ke 8 wave 2 of 5 low. Unleas
bonds excead today's iow of 110.11, the odds favor a continuad rally to test or exceed the Oct. 4
high.,

Short Tarm Traders: Buy a break abovea the first hour's trading tomomow. Place a buy slap one
tick above the first hour's trading. Place the sall stap one tick below the first hour's trading; OR,
buy at 110.23 DB. Placs the protective sell stop at 110.10.

Update Comments

No charts were 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.

1016 Ret 0 K1E
115 Rl O.7EE

Ennds appaarad to have completad four
waves lrough Ot 18 and the first o
minor waves of WiaveS.

it appearad to be &n idesl setup Tor at|gasl
a shartHterm long position.

Bonds appeared to have completed a minar wave 2 of 5 low ot Oct. 23, the day of
the report.

8-36 The Real Werld Of Dynamic Trading
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Uct. 26, 19536 - Page 2 of &
Trading Strategies and Recommendations For The Week Of Cet. 28-Nov. 1

Bonds - Position Summary as of Oct. 26, 1986

Commants

Tha cutlosk remaing that bonds should make a new high befors campleling the advancs
from the Sept. & low. Last week's decling is considered a comection in a larger dagree

bull trand.
Mecr Trend | Bearish jgh: The Jan. 4 high should not be exceaded prlorto a
continued dacline below the Sept. low.
Intar. Trend | Aulllsh | From the Sept. & low. The wave pattem suggests the bull trend should have at
kAt ohe more mitdy awing to new highs to completa YYave-5,
Suppsrt (Dec.] [ 104 H | 108236 Calculate Fik retragameants from both 946 and 9718 kows iF high
cordirmesd.
Reslsiance (Dec.} a/sL | 111.26-111.31, 113.05-113.28, 115.29-116.23
The ideal price otjectve for Wave-5 iz 113.06-113.28 where W.5 = 100% W1,
€1.8% W.1-3 and 162% W.4,
Time Analysls | PTPP | Prom the Sept. & 0w Nov. 1-5
; MNew. 1-6 iz the ideal period for this carective rally to compleda,

Pailern 86 L | Ther assumption is Oct. 18 compleled 3 wave four low and Friday's outside-
reversal-day comploted wave 2:5. A decline below 102,26 (W.4 low) voids this
wave saquence and signals Ocl. 4 probably completed an ABC comection.

Bullizh Aaversal Price | 2CHDCA 113, 28: If the current rally is comractive, tha Bullish Raverzal should nat

e made.

General Trading
Strategies

The outlook remiins that bonds will reech at lzast 113.05 without having exceedad 109,26,

Last Woak'n
Trading Actlvities

The 110.23 OB rscommendation from Wadnasday's update was elacted Thureday. The
110,10 protective sell stop was alecisd shortly after the opan on Frideay.

Spaclfi¢c Trading
Recommendatlons

It is stilt anticipated bonds will make a wave five rally to reach at least 113.05. Buy bonds
an a break above the first 30 minutes range any day next week as long as bards have not
fradad betow 11000, Placs the protective sell stop at 108,31

Optlons

No recommendations at this time,

Investors / Muiusl
Fund Switehers

Thers ia ne pesitlen in bond mutusl funds at this times,

Dynamic Trading - Chapter 8
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Robert 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, Ocl., 24 and stopped out the
following day, Friday. Friday made a wide-range outside-reversal-day. The Oct. 16,
Wave-4 low had still not been violated nor had the cutlock for a continuad rally to
113.05 or higher.

The trade resulted in a minor loss but the market had not violated the outlook for a
continued rally. The stop on the trade was placed below the previoys low. It could have
been placed below the Oct. 16 low of 109.26, bat that would have resulted in almost a
$1000 capilal exposure from the 110.23 OB entry. The Oct. 26 report considered new
trade entry strategies on the long side as long as the Oct. 25 reversal-day low was not
exceeded.

Let’s take a look at the following week’s report to see how it tumed out.

8-38 The Real World Of Dynamic Trading
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REFORT - Now. 2,1996 - Page 2 of §
Trxling Siratcpies and Recommendations For The Week OF Nov, 4-2

Bonds - Position Summary as of Nov. 2, 1998

Commants | Friday's (Mov. 1) wide-range raversal-day high was made on a coincidencs of both fime
&hd price projections for a W.5 high.

Major Trand | Bearieh | From the Jan. 4 high: The Jan. 4 high should not be exceadad pricrto a
conthiued decline below the Sept. low.

Inter. Trend | Bullish | From the Sepl. & lgw. Tha intermadiate degree trend from Sept. & shaukd
complate by the end of next week

Support (Dac.} | 1171 H | 112,13 111 20: This key supnort zone includes the 38,1 Yr-E0%, wave-threa
rétracements as well as tha high of wave-one. I the wave count shown on the
chart is correct (Nov. 1 = W.3:5 high), bonds should not dediine balow 131.20
befora complating waves 4 and 5.

Reslslanes (Dec.) 11 .28 ] r'W.5 highl, 1152611823
Friday’s high of 113.28 reached the upper extreme of the ideal price zone for a
top.

Time Analysis From the Sept & low: Nov. 16

Nov. 1-8 is the ideal parind for this comective rally t complete. Friclay's high
{Nov. 1) was macs in the tdeal time zone for 2 W.S top.

The assumption is that Friday's high (Nov. 1) Is wave 3 of 5. If thig iz the casa,
bonds should make a wave four low above $11.20 and a wave five al laast
marginally above Friday's high. An alltemate pattern considers Ocl. 25 as the
Complstion of an ABC, wave-four eormection and Nov. T as the completian of the
five minor wayes of wave-fiva,

Bedlinh Revareal Price | 2CHDCA 112,28: i the current relly is comective, the Bullish Ravarsal should not
B rnmcla,

General Trading | The bulk of the rally should be aver. The Nov. 1 high should be sither wave 3:5 or wave 5.

Stretegies | At bast, only marginal new highs should ba made. Howaver, it s usually profitable to try to
position on a wave four kow for a potential wava five rally. Wsve teur of five should be
comglale by late next week,

Laat Wesk's | Bacauss bonds were advancing Into the time and price Zene anticipated for the W.5 high,
Trading Actlvitieq | Y¥edNBs0ay's update report recommended adjusting the pratective seli-stop on the long
pasltion dally 1o ane tick below the low of the first hour. The short and intarmediate tarm

pasilions wers stopped out on Thursday at 112.17 as honds traded balow the taiicps of the
first haur.

Specific Trading | Short and intermediale Term Traders: Wed.-Friday anly: As long as bonds have traded to
Recommaendations | al least 112.13 but have nat closed balow 111,20, buy bends on the close if the dose is
alove the prior day's close and the current day's opan. Flacs the protective ssll slop one
thek below the fow traded since tha Nov. 1 high.

Optlons | No recommendatisns at this tina.

Dynamic Trading - Chapter 8
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Roher, Miner's DPYNAMIC TRADER WERKLY FAX REFORT - Nov. 2, 1996 - Page 3 of 6
Trading Stratepies and Recommendations For The Week Of Nav_ 4-

Currant and Bande Opened Prica Clogsd Prica FfL oG
Recent Trading | Long Dec. (ST) 8% : 107.05 w17 108.07 $1063 G
Recommandaons Lang Dec. {IT) %o 107.05 o B 107.23 %583 C
Long Dat. (3T) g9/23 . 107.%] oy 109.27 $1875 G
Leng Dec. {iT) 9/23 107.91 030 105.04 81156 e
Short Dec. (ST 1048 111.02 | 1047 | 11080 125 C
Long Dec. {ST) 10/24 110.23 1025 110,10 (5408 C
Leng Dee. (ST} 10/29 11.04 | 1131 112,17 $1406 C
Lang Dec. (IT) Q29 11104 1131 11217 $1406 c
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Follow-up Comments

While the Oct. 24 long trade resulted in a loss, the Oct. 29 rade was a winner. Even if a
trade 15 stopped out, there is ne reason to abandon the market if the market activity has
not invalidated the longer term outleok, in this case, for higher prices.

The profit/less 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 a3 anticipated? [ reported in the Nov, & mid-week update report the trend was about
TEVEISE.

8-40 The Real Waorld Of Diyaamic Trading
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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 cyclas
expand the upper end of the rasistance zone to 114,09, 2CHDCA 114.00 signal a continued
advance to 115.28 or highar. We are now in the ideal time period of Nov. 1-6 for a correctiva top.
Baonds have made at least a marginal new high as anticipated in last Saturday's repott. Although
the pattern s not ideally formed to signal a final top, a short strategy is racormended on the
strength of the time and prica projections,

Shott and Intermediale Terr Traders: Sall Dec. bonds tomorrow at 113.07 on a stop. Place the

protective buy stop at 113,24,

Follow-up Comments To The Nov, § Update Report

Everything seetned to be in place for bonds to comnplete a five wave advance, The sell-
stop order was a few ticks helow the low of Nov. 6 (chart not included with the update
report),

Dryramic Trading - Chapter &
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Robert Miner's DYNAMIC TRADER WEEKLY ¥AX REPGRT - Nov. 7, 1956 - Page 2 of 8

Trading Strategies and Recommendalions For Nov. B-15

Bonds - Position Summary as of Nov. 7, 1996

Commants

Bonds are at a critieal time and price junciurs for a potantlal, cormective top,

Major Trend

Bearish | From the Jan. 4 high: The Jan. 4 high should not be exceeded prior lo a
continued decline below the Sapt. low.

inter. Trand

Bultish | From the Sept § kw. Bonds have rallled to a ecincidance of time and price
resistanca from whers sither the trend shauld teminata or continue to the nexd
ptice and ime keval.

Support {Dec.)

NA | 112.29: Calculate Fib retracements and aktemate price projections i top
confimed.

Roslstance (Dec.)

6L | 113.05-114,16. 115.26-117.08

The upper and of the resistance zons is extended to 11418, not 114.09 as
stated in |ast night's update. Thesa are 9 or 10 different price projections of three
cegrees fhat fal in the relativaly broad zone of 133,05-114,18. Thery la nol &
aingle pHes projection batwean 114.18 untl 116.29 that ! 2an find. If bonds
excesd 114.15, thay should continue 1o rally to 115.29 or higher.

Time Anglysls

PTPP | From the Saot. B low: Nov, 1§, Nov. 20-21
Today's new dally and closing high after Nov, & ks & pullish signal,

Patterm

8% | Wava five has not ideally sub-divided into five mingr wavea. Tha pattymn i
sloppy and does not provide a confident opinlen from my peint of view if the
mincr trand from the wave leur, Cotl. 18 low, hag completed or not. We will focus

i on tima and price with the assumption that the pattem ks probably compleding,

Bonds often make at laast minor fops following a wide-ranga up-gay 1o new

highs. Eee the Sapt. 13 (W.1) and 3ol 4 (W.2) tops as relerenca. Thig ls not &

prredication that 2 1op wili be made now, In that mennsr, only to be aware that
thig kind of top often occura end not to necessarily conslder today's aham p day
as bullish,

Builish Conrtinuation

Price | DCA 114,18 While a top i anticipatad in the currant time and price zone, a close
abaove 114.18 voids this immediate bearsh cutiock and signals a continued rally.

Ganeral Tracing
Stratagles

Trading strategies must let the market signal if the trend has reversed or will continued to
the next tinwa and price cbjectiva.

Laat Waak's
Trading Actlvities

A shorl position was taken today at 113.07 par tha recemmendation of last night's update.
The shart position was stopped out at 113.24.

Specific Trading
As&wmrmendations

Trading stralegies should take advantage of the critical price position of bonds. Either a
comective top shoulkd be made in the prasent price zone or a trend continuation signal
should be mads.

Short and iniermediate Tern Tragders: As leng as Dec. bonds have not closed above
114.18, sell bonds on a closa below 113.20. Place a siop and roverge at 114.08,

OR, buy bands cn & step of 114.23 or 114.19 SCO, QCO. Place the proleclive seil stop at
113.24.

Optlona

Buy a March 110 put on a fitures sell signal with a =top at tha stop-and-revarse signal for
futures. Don't reverse the option posiion. The upslde potential is mare limitad In both lime
and price than the downside,

Investors / Mutust
Fund Swiichers

Thara 1z ne position in bond mutual funds &l this time.

apcBourselir,
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Robert Miner's DYNAMNC TRADER WEEKLY FAX REPORT - Nov. 7, 1996 - Page 3 of 8
Trading Strategics and Recommendations For Nov, 8-13
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Follow-up To The Nov. 7, 1996 Report

The short position was elected on Nov. 7 per the Nov. 6 update report but was stopped
out the same day on the wide-range outside-day for a small loss. Even though this trade
was not suecessful, bonds had stiil not exceeded the maximum time and price zone for
a corrective high.

There is an important analysis and trading strategies lesson to be learned from the
Nov. 7 report, Bonds were at the axtreme projections of time and price for a corrective
top. The trading strategy was to sell if a minor 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 115.28. In other words, if a top was not
made as anticipated and bonds continued to rally, they would probably continue to at
least 115.29. Trading strategies would place the trader in a position no matter which
direction bonds took. Trade market behavior, not forecasts.
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Enbert Miner's D¥NAMIC TRADER WEEKLY FAX REPGRT - Nov. 16, 1996 - Paye 3 ol §
Trading Strategies and Recommendations For The Week Of Nov. 18-22

Bonds - Pesition Summary as of Nov. 16, 1996

Commanis

Last week, bonds exceaded both the lime and prica targats antlelpatad for a comective
top by clozing over 114,18 and making rew highs after Nov, 6. A continued edvance fo
115.28% or higher is now anticipated.

Major Trand

Bearich | From the Jan, 4 high: The Jan. 4 high should not ba exceedad priot to a
continusd dacline balow the Sept. low.

Inter. Trend

Bullish | Frgm the Sepl. B low. The rally fram the Sept. low is considerad a major
corraction to The decline from the Jan, high.

Support (Dec.)

NA | 114,08, 112.29: Caleulate Fib ratracaments from the Oct. 25 and Sapt, & lows
and alisrnate price projactiona £ a top 18 conflimad by a elaga balow 11408,

Reaistance (Dec.)

/5L | 115.05-114.18, 115.29-117.05 {115.28-116.13)

Bonde hava closad above 114.18 which signalz the rafly ehould continus to
113.29 or higher befors comgleting the talty from the Sept. € low, The 115.28-
117.04 price zone includes the §1.5% etracament (spol futures) and 78.5%
ratrecement (Dec.) as well ac several minor altemate price: projectiong. If the
currant rally is comective, this price zona should not be axcaaded.

Time &nalyala | PTPP | From the Sopt, 8 low: Now. 1-B Now. 20-21
Having ralifed 19 new highs beyond the Nev. 1-6 PTPF, the current rally should
not complete pror to Now, 20
Pattern 8/6 L | The pattem doas net provida a confidant opinion of the market position other

than the rally from Segt. & should be part of 2 major comection. We wil conlinue
to focus on the more cblective and raliskle ime and price projections for clues to
frend fermination and reversal,

Edlizh Continuation

Friga t Now. 19
Cument Bullsh Gontinuation: CA 117.05

Buarish Raveranl

Price | DCB 111.28

Gunheral Trading
Straimgins

Bonda should continua ke rally to 115.29 or higher and should not make a top prior to Hov.
20. However, & closs balow 111.28 signals the comectiva rally is complete and bonds
should then continue 1o decling below the Sept, low.

Lest Waai's
Trading Actlvitias

A leng position was taken al the 114.23 buy-stop on Tuesday, Nov. 12. The probective sell-
stop was placedd at 113 24,

Specific Trading
FRacommendationa

=Shori and Intsmmedtats Tarm Traders (L-11/12. 114.29]: Ad|ust tha protectiva 5all stop to
114,05, Take prefita on the short-term poaition af 115.25.

Optlana

Mg meommendations at this time. Bands ars at or near a position from whare we will
conskiar bearsh option strategies.

Invastors f Mutual
Fund Bwitchara

Thare is no position In bond mutual funds at this time.
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Robert Miner's £2¥NAMIC TRADER WEEKLY FAX REPORT - Nov. 16, 1995 - Pagc 4 of 8 .
Trading Stategies and Recommendations For The Week OF Nov, 18-22 f

{C1.Dynamic ¥radr - - [DAY T-BONDS TQ1296D] 3P
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Cutrent and Bande Cpened | Price | Closod |  Price PiL oic
Recent Trading | Lot Dec. (ST} o9 | 10708 | en? 10807 | $1063 | © _.
Recommendations | Long Deg, (1T} e [ 10705 | A8 107.23 $563 c |
Long D, {ST) g2a | w7s1 | gy 10827 | $1875 | ¢
Long Dee. {IT) 928 | 1073 | o900 10804 | 41186 | © E
Short Des, (3T} 108 | 11e2 | 107 | 11030 3125 C :
Long Dse. (ST} 103 [ 11023 1 1022 | 11010 (8408} | © ;
Long Dac_ {ST) 10020 | 1104 | 1081 | 11247 | $1408 | ©
Lurig Dec. {IT) 02 | s | 1 112,17 F1405 c
ShotDec. {STEIT) | 117 | toagr | 1147 | 10324 | 8581 | o
Loog Dec. (ST&T) | 1112 | 11423 | . i 215 | o
Bynamic Trading - Chapter 8 8-45
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Nav. 27, 1996 — Page 2 of §
Trading Stratzgies and Recommendations For The Week Of Mov, 28-Dec. &

Bonds - Position Summary as of Nov,, 27, 1998

Comments | Bonds made a revarsa! day Tuesday, Nov. 26 at both projected time and price
rasistance.
Major Trend | Bearish | Erom the Jan. 4 high: The Jan. 4 high should ot ba excoedad prisrto &
confinued dedline balow the Sept, low,
inte+, Trend | Bullish - . The odds are high that Moy, 26 completad the intermediste
degree bull trend. )
Support (Dec.) | 11728H | 114.23, 11325, 113.03-112.11, 114.10
Healatance {Dec.) /80 | 115.25-117.05 (115.29-115.19)
The Mov_ 26 high was 116.05, right within 1he ideal prica zane for a major
comactive top.
Time Analyels | PTPF | From the Sept, 6 low: Nov, 20-26, Dec, 4-6
The Nov. 26 reversaf day high was mada at the Nov. 20-26 FTPP for atop.
Bonds congnue higher, itra finaf top is likely to be made by Dac. 8.

Patlern 2B L | The patem does net provide a canfident opinian of the markst position cther
than the rally from Sept. 6 should be part of a major correction. Wa will confinue
io fecus on the mere objective and reliable time and price projections for cluss to
trend tarmination and revarsal.

Bulllah Continuatlon Price | DCA 117 05
Baarlash Reversal Price | 2CLDCE 114 18: Two Consecutively Lower Daily Closes Balow 114.18.
Generat Trading | Bonds have probably completed a major comective top at the Mov. 26 reversal day high, |1
Strategles | the Bearish Raversal Signal is elactad, the 1op g confirmed. H the Bullizh Continuation
Bignal & elected, & major bull rand may be undarway.
Last Week's | Thé atop-and-raverse order at fiva ticks below the first bour's trading was slected Tueaday,
Trading Asllvitlas | Nov. 28 &t 11612 _
Specific Trading Shoit T - =115.12%: The promctive buy-stog is at
| Racammandations | 118.05, ane tick above the Nav. 26 high.
Currant and Bonds Openad Prica Closed Price P ofc
Recent Trading | Long Dec. (ST) o9 107.05 9y 108.07 $1063 C
Recommendations Long Dec. (IT) oF 107.05 913 107.23 3563 G
For Bands Long Dac. {ST) 03 10731 oaT 106.27 §1875 L
Long Dec. {IT) 923 107.931 5/30 1049.04 1186 L
Short Dec. (BT) 1045 1102 1017 110.30 125 c
Lang Dee. (ST) 10723 11023 22 110.10 {408} c
Long Dec. (ST} 10729 11104 | 1131 11217 $1406 c
Long Dec. {IT} 10/29 111.04 1A fcal 11217 £1405 c
Shont Cec. (ST&IT) 117 103,07 1147 103.24 ($531) C
Long Dec. {ST) 11712 114.23 11120 115.25 $1053 G
Leng Dec._ {IT) 11712 11423 11/28 11612 S5E6 c
Shor Dec. (IT&ST) 11/26 11512 %563 j O
846
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPCOIRT - Nov. 27, 1906 - Pape 4 of &

Trading Strategies and Recommendations For ‘The Week Of Nov, 28-Dec. 6

1728/t 0382
1TIR=t 0500
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Follow-up Comments For Bonds To The Nov. 16 and 27, 1996 Reports

As you can see from the Trading Recommendation Profit and Loss Table For Bonds,
the Dynamic Trading analysis and trading strategies had nailed the bond market for
several months. There were two relatively small losses and a number of significant
profits during this period.

The outlock for a corrective top to be made below the Ang. 13, 1996 high was
dead wrong, yet the trading continued to be profitable, Trade marker behavior, not
ferecasts. The important lesson is there was 2 consistent application of the Dynamic
Trading analysis methods and trading strategies, While small losses were incurred,
the net result was profitable,

The Nov. 27 report stated the Nov. 26 reversal-day high, which was made at a direct
hit of projected time and price for a major corrective high, was probably the completion
of a corrective top. The report also stated that if bonds made a new hj gh, the fina] top
should be complete by Dec. & (Dec. 4-6 FTPP). A stop-and-reversal from a long to

short position was taken on the break below the first hour’s ran ge on Nov. 20, the day
of the high.

Drynamic Trading - Chapter 8
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How did this short pesition turn out? An Update Report was issued on Dec. 4. The
comrments from this report are shown on the following page. No chart was included
with the update report,

Raobert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - Dec. 4, 1996 - Fage 1 of |
Mid-Weck Update

Bonds (Dec.)

Bonds exceaded tha high of Nov. 28 and elected tha protective buy-stop an the short position on
the gap opening at 118.15, Tuesday, Dac. 3. Tuesday's high probably completed the comrective
rally one day prior to the Deg. 4-6 PTPP far 2 top.

Short and Infermediate Term Traders: As kong as bonds have not traded above 116.12, sall bonds

o & stop one tick below the low of the first 30 minutes trading. Exit on the close of antry day if the

close is above the current day's open. If not stopped out on antry day, place the initial protective
buy-step at 116.13,

Follow-up comments to the Update Report

Although the short position taken Nov. 26 was stopped out, bonds were still in the titne
and price zone for a major corrective high, As long as a market is in the time and price
zong for a trend change, traders should take every opportunity to enter the trade. The Dec.
3 high did net qualify as ane of the daily reversal signals even though the close was in the
lower half of the daily range and below the day’s oper. The recommended sell signal was
a decline below the trading range of the first 30 minutes, a minor signal of bearish trend.

The sell signal was only valid if bonds had not traded above  16.12, minor resistance
on the intraday chart (not shown) that should not have been exceeded if the bear trend
was to continue.

How did the Dynamic Trading analysis and trading strategies work out for this shart
position in bonds? The chart on the following page shows the outcome,

8-48 The Real World Of Dynamic Trading
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The seli signal 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 initial
protective buy-stop at 116.13 recommended in the Dec. 4 Update Report. The chart
below is the March contract in order to show the bond trend throu gh Jan. which was
past the Dec. conlract roll-over.

&1 Dywiarwic: Trader -

v
o

}H“H .~ [serepnaroner s |

2 Bonds contineed to decling for
almost two months makng a
Wave-& Iow on Jan. 28,

| Tha 0307 [0 101 [HAG54 | L110S [crais]

Dynamic Trading - Chapier 3 849
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Robert Miner's Dynamic Trader Analysis Report - Dec. 1996 - Poge 16

1 Dpmanda Traalar - -[CAT COAM € 0797 DY)

Coen b ety wak compared with beans ar whas., ot
Linkka baans and whadt, com should have anolher dive to
} i ozl or ewceed the Moy, lowa bafare cotplading o bottom, E ]
N ¥ Twn consacutively highar daily closas abosa 283, wids
P Thie aulank and sagnms comn s probably mads a

1-11 w‘}q,.f"*‘ p— e

Lot tondnued o0 daching # new
'H.L{ﬁrr oW 4% anticlpalad inthe Dac. e
Cynarmie Tradar Anebysle Rapen,
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Robert Miner's Dynamic Trader Analysic Repore - Yan. 1997 - Page 16

106,09 sk 0.7E5

170,04 Ret 0518

B8R

170.98: 50% Rt

173160 W.C=wW.A

British Pound {waekly): Tha pound has reached the impartant resistance zone of 170.89-
178.04 described in last month's report. The pound is at or near a wave-five 1. Tha ideal
price zones for a wave five high are elther 170.80-171.10 or 173.65174.48. The Dec. 21
high at 171.28 was just a few ficks abova the first zone. Dec. 31 appears to be 8 wava-
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 balow 167.25

signals wave-five is complate and a greater dacline in time and price than any since the
May law should unfold.

How did it turn out?

Dynamic Trading - Chapter § 8-51
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Follow-up To The British Pound Analysis From The Jan. 1997 Report

simple price and pattern analysis prepared traders and investors for the largest decline
in price in over a year. 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 a long term comection
which should eventually be followed by a decline below the May 1996 low without
having exceeded the Ian. 1997 high.

Tha BF declined from tha
¥Yave-5 high as antic pated.

8-52 The Real World Of Dynamic Trading
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Robert Miner's Dynamic Trader Analysis Repord - Feh_ 1997 - Fage 14

f 51D ymamic Trades - - - (WY LIGHT CRUD L0297 D]

Crude (Merch)
Basistance (5/20L): 26.36-25.76
25.35: W.5 = 162% W.4
25.76' W.5 = B1.8% W.1-3
Supgort (1/9H): 23.67, 22,76, 21.80-21.70, 20.74

Jan. ¢ probably completed a wave-five top. The minimum objective for the decline from the
Jan. & high is the 21.80-21 70 zone which includas the 50% retracament of the five wave
advance and the low of wava-four,

Did March crude reach the 21.80-21.7¢ support zone as anticipated?

Dynamic Trading - Chapter 8 8-53
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Follow-up To The Crude Analysis Of The Feb. 1997 Report

Two months later, crade reached 21.50, just a few ticks beyond the rnimimum
projection for a corrective decline to the five wave advance.

51 Dynomic Trade - - (WY LIGHT CRUD CLORST D] [ F ]
YT 28 1)
The Fah. 1997 Dynamic Trader A
Analysizs Raport praojectad that ¥
March crude gshoyld decline o st 3
lzact the 21.80-20.70 support 6 0o
20Me. Ag of Bark March, the decling
has raached 21 50. 3
ﬂ 2400
ig" ‘1#;& sk usg 200
f’ ATk e GE1H
: !‘ﬂw 000
o
"‘*Jk_?n. 2 r18.00
] 4+
ATD i
%1 A L1B.00
¥ 0.00
iy {43«
d J A 5 0 N D e F ™

T 20-Fei-0F | 0228 | H22TD | LA JChse =0.01

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% retracement of the five wave advance (decline). In the case of
crudz, the S0% retracement coincided with the Wave-4 low.

While crude may continue lower, the important factor is that in eariy Feb., with
crude at 24.00, the price and pattern position strongly indicated a continued decline to
at Jeast 21.80. That's informartion traders can take advantage of.

§-54 The Real World Of Dynamic Trading
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Robert Miner's DYNAMIC TRADER WEEELY FAX REPORT - Aug. 31, 1096 - Page T of 1}
Trading Strategies and Recommendations Far The Week Of Sept. 2-6

Orange Jules, Mav. - No Chart: Aug. 26 appears to be the complation of wave-3 of a poterttal five wave advance
from the July 23 kow. The current decline should nod axcesd 4 close below 116,80 (Sept.) or 111.30 (New. ) il tha
lerger degree trend is bullizh as anticipated. The protective sell-stop en the long pasition of 118,15 (Sept. cantract)
adjusted in the Thursday mid-weak report was elected Friday, stopping out the long position for a $408 profit.

Intermediate Torm Tragers: Aa long as Ney, O\ has not closed below 111.30 (116.60, Sept.), buy Nov. OJ any day
next week on the close If the clese is above the current day's opan and the prior day’s closs. Placs the initial
protective sell-stop at 1171.20.

Currant and =] Openad Prce Closed Price P/L

Recent Trading Long Sept. 115.45 a/a0 118,15 | $405
Recommendations

The Aung, 31, 1996 issue of the weekly report included a potential trade set-up for QJ.
No chart was included with the commentary. The table shows the most recent trade
recommendation for OF at the time of the report.

Below is a chart for this period. Why was the trade set-up for a long position voided
with a close below 116.60 (Sept. contract)? That would be 2 close below the Wave-1
closing high which would void the irpulsive wave count as shown below. Twa days after
the report, OJ closed below 116,60 on the Sept. contract and 111.30 on the Nov, contract
which voided the irade-entry strategy. Trade market behavior, not forecasts.

A Cinee BRlow the Wave-1
elosing highvoldz the byl E
trand oubionk, ]

l!!} ; [*——__._
J 1/ N[l e fun- 1 Reor
a

HT'W Hrwij f}lljlzl H[ )

J

|

7
80 41,00
22 W GSen 13

Dynamic Frading - Chapter 8
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPGRT - Feb. 15, 1997 - Page ¢ of 9
Trading Strategics and Recommendations For The Week OF Feb. 17-21

Copper (March} '

Besistanca (9/120): 106.00-110,50

Supgort {213H): 106.11-104,14

Thursday's signal-day reversal appears to have completed the final miner five-wave advance needed
o complete the iarger dagres five-wave advances. Whila a new irlcaday high was mads, a new

closing high was not. Thursday's high atse tegged the paratiet channet resistance iine projactad from
the W.3 high.

Short end Intermediale Term Traders; As long as copper has not traded above 110.20 {Feb. 13 high},

self copper on the close if the close is below the curremt day's open and pricr day's close. Placs the
protective buy stop at 110.25.

T T o |

1050 App Q.E18
1033t App 0518

18150 %

104 14 Ret 0E18

100 MR 0513

FriTaFap-57 1010770 [H107 80 [ L0650 C107.70

In Feb. 1997, copper appeared to be completing a major five wave advance from
the June 1996 low, The outlook in the Fah, 13, 1997 weekly report shown above was
that Feb. 13 completed the final, minor five wave advance, Everything seemed to be
in place for a majer top and a great short trade OppoTiunity.

8-56 The Real World Of Dynarnic Trading
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Foltow-up On Copper To The Feh, 15, 1997 Report

The Feb. 13 signal-day high locked 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 (rade recommendation was never filled as copper
did not make 2 close below the apen prior to rallying above the 110.20 high.
Trading strategies prevented a losing trade.

If a short trade had been taken on the close of the Feb, |3 signal-day, the stop
would have been placed at one tick above the Feb. 13 high. The short position would
have been stopped cut three trading days later on the gap opening for a lose. Losses
can never be eliminated, but they can be minimized by Yogical protective stop-loss
placement. In this case, the gap-signal-day reversal was invalidated as soon as the
high of the day was exceeded.

e e l

s | I

Contrary 19 expeiations, copper eontinuad io rally to new > l

highg invalldting the W.5:5.5 count stthe Fen. 13mign.  , B o Hi020
i— .
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| ]ﬂ"
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Robert Miner's DYNAMIC TRADER WEEKLY FAX REPORT - March 1, 1997 - Page 5 of 10
Trading Strategies and Becommendations For The Week Of March 3-7

QGold (Aprl) !

Support (2/28H); 353.7

| Besistance {21121 }: 364.4-366.6, 370.4, 379.0

| Gold has provided anather sigral of a major tretd change to bullish by closing abowva the prior swing
‘ high of 356.7. The current rally appoars to ba completing B minor W_5 signaling & minor top ie due soon

i followed by a cotrection to the advance from Feb. 12. Tha current ralty has reached tha ideal price

i abjective for a minor wave-five of 364.4-365.6 where W.S=100% W.1 and 61.8% W.1-2, This price zone
aleo includes the 50% retracement from the Nov. high.

The ideal time to initiate intermediate term pesitions i5 on the comraction 1o an initial advance. it
appeans gold should be near the top of aninitial advanca. If a 38%-+ carmection follows, it will ba the idaal
opparunity 1o initiate intarmediate termn long positions.
last Weeld's Trading Activity: No new trades last week,

Shott Term Traders {L-345.30, 2/13): Adjust the protective sell stop 10 359.7 ona tick balow Friday’s low.
Almost al! of Friday's advance took place in the last 30 minutes of frading. A lack of follow through to this
buying spree signals a tempormary top and the complation of the minor five wave advance is probably

™

complete.
Current and Ao Dpenad Prica Clogsd | Price F/L O 4
Recent Treding |  Long {April} 2/13 345.30 - - $1980 Q
Rescommeandations

_[COMER GEHLD 806497 D]
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Follow-np Comments On Gold To The March 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 ideal
price projection to complete a minor five wave advance. The protective sell-stop
on the long position was adjusted to one tick below the low of the last bar shown
or the chart on the previous page (Feb. 28 low).

The next rading day, March 3, was a key-reversal-day. This was an ideal signal
for a stop-and-reverse to a short position. The nature of a weekly report conld not take
advantage of this timely signal. The protective seli-stop at 359.7, one tick below the

Feb. 28 low, was elected two days later on the gap-dewn open of 357.6 for a profit of
$1230.

A key-revarsakday was made March 3 at
the ldeal price prejecion for a ¥iave-5high.

M9 1 Ret 0618

=344.5Ral 0788

Dynamic Trading - Chapter 8 8-59
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