


MOTION IS A CYCLE
A CYCLE OF MOTION IS STARTED BY IMBALANCE
THE MAGNITUDE OF A CYCLE IS DETERMINED BY GEOMETRY
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SACRED GEOMETRY
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INTRODUCTION TO THE MAN ON THE CHARTS

"WELCOME TO THE REAL WORLD NEO..."

(Morpheous to Neo in the movie "The Matrix.")

MAN AND MARKET ARE ONE

There is the image of a man on the financial chartsHe appears at different times
in every market to signal an imbalance of supply d@amand. He is not a thing separate from
the market, he is the market. He and market age dine shape of his form and the shape of
the market are one. He can be seen by the shadouwtan fear and greed that he casts. The
footprints he leaves on the shifting sands of mackarts can track his movements.

The angle of his imbalance and market imbalanceaee He appears each time with
different body dimensions. He has a different heigidth, and lean to his body posture
upon each appearance. His dimensions and bodyrpasgnal the direction and magnitude
of the next market trend. The pivots of his joisitgnal his every change in direction like turn
signals on a car.

We all know a market is always rising or falling/ell, there are universal laws of rising and
falling. Everything that rises or falls must foldhe same laws of rising and falling.
Markets must follow the laws of rising and fallingjust like everything else in creation.

If you know the natural laws of rising and fallithen you understand that certain conditions
must be present in order for something to risaeabr fnstead of asking yourself, "Will the
market rise or will it fall?", it is more conducive to ask, "can the market rise or can it
fall?"

Instead of viewing a market as jumping up and fallng down, it would be more accurate
to see it as walking a steep hill and stumbling dawthat hill. Turn left to walk up the hill
and turn right to stumble down the hill.

A market turns before rising. A market turns beftalling. Price action is not just a matter
of up and down movements, but instead follow thehlmaics of a man walking a zigzag,
turning left or right. When walking to the leftg Iis climbing a steep hill and subject to the
effects of gravity. When walking to the right, lsestumbling and falling downhill and also
subject to the effects of gravity.



THE MATRIX

97% of the wealth of the world is owned by only 8%ihe people.

Only 5% of traders are successful. What is it thatsuccessful 5% know that the others
don't? They don't run with the herd...!

Almost everything you've been taught about tradingand investing is a head fake. Just a
marketing spin to get you to keep buying industry poducts and services.

I'm sure you've noticed:
As soon as you enter a trade, the price seemsmedhately go against you and as soon as
your stop loss order is hit, the price will go bagk/our original direction.

Why is it that when a market changing news event iannounced, prices go against
trader's expectations.

The first thing you need to do is understand wlyexreare on the food chain. Sheep should
not listen to wolves, but as you know, wolves diassheep's clothing. You will soon
discover who the wolves are and how to use theyoto advantage.

The wolves have always told you that the marketserat random. As Einstein show
through the Brownian movement principle, even plrtmovement is not random. Just a
small amount of research will show you that nothmgreation is random. Only the
perceptions of mankind are random. For markebettandom would be a defiance of the
laws of physics and nature.

You do not have to learn thesaiversal Laws in order to trade "The laws of charts and
men" successfully. Part 1 of the book deals withrhethodology and science behind the
system, showing you why the system works. If yaderstand the rules behind the system,
you will never look at markets or life the sameiaga

Part 2 of the book is the actual system and hotnatte it. It's the easiest and most simple
trading system you've ever seen.

Much of the system is drawn from work of legendaagler, W.D. Gann. Widely recognized
as the greatest trader who ever lived, Gann waathematical genius and most people
cannot approach the level of his mathematical skithaster his techniques.

Gann attributed his success to understanding the riaral laws of nature. | have included
a copy of a newspaper article that is a fascindting into the mind of this legendary trading
genius.

Even during the great depression, Gann gave tradimgnars at $5,000 per person and still
turned people away. The trading percentage addesimented trades are reported to have
been 92%.

Gann's public predictions are to this day, unmatchehe annuals of trading history. Gann
was a gifted mathematician and his techniques@rglicated to those not so inclined. This
work is not a Gann system. Gann just put me omigjin track.



Even Gann's system was not a Gann system. It is Gs system and systems created by
God never change.

With this system you only need a 6th grade mathumj®. You will be able to trade what you
see, not what you think.

The laws of charts and men is a visual systemhhsitaken out all the complex mathematics
and enables you to simply trade what you see oohh#gs. If you can count to 7 you are
qualified to understand and successfully tradedixtem.

Know one thing very clearly. Markets, like eveliyidnin the manifested universe, are
governed by natural laws. Natural laws are unalerghey govern all known systems, from
galaxies down to atoms. You already know this bseawu have observed it all your life.
The fact is, universal laws like gravity, act the ame on the mental level as they do on the
physical level. _Space, light and even time itsalf bent by gravity, so don't you think
gravity bends the puny markets of man?

What does this have to do with trading markets®r{ghing...because markets are part of the
interconnectedness of the whole of creation andaidme separated from everything else.
Understand that you are not trading markets, you ae trading people. You are betting

on their imbalanced reactions to fear and greed.

Why don't | just keep this information to myselidaonly make myself rich?

To begin with, the more people jumping into a tradé me, generates a higher probability
that my trade will be successful.

Secondly, | am a business man. | would prefeake tadvantages of other opportunities
while | am waiting for market setups.

Third, I love to teach. It is one of my passions.

And yes, | want to earn money for the ten yeana# taken me to research, compile and
organize this knowledge. But the information i$ mine, it belongs to the world. Itis
through me, but not of me. So, it is not enougiiie to make money. | must make money
while maintaining my spiritual or karmic balance while helping to maintain the balance of
universal consciousness. If everyone felt this,veayth would be heaven.

So if money is given to me in one hand, | haveedrte help people make money with the
other hand while maintaining spiritual, mental gmysical balance. Money is nothing more
than a form of energy and energy flows like wat&rclosed fist is a valve that has been
closed to block the flow. When water cannot fladvceases to move and becomes a stagnant
sewer unable to maintain life. Let me relate to gdife lesson that shows how the universe
works.

For example: When | was a child growing up on a farm in Tennessgy mother sent my
little brother and | to the well to get water s@ slould wash. We didn't yet have running
water, so we each grabbed a bucket and walkedctevéi. We filled up our buckets and
began making our way back. | was only 10 yearsaaltlhe was 8.
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Once filled with water, the buckets were very hetoryus to carry, but especially so for my
brother. He was half my size. We were stumbéing bumbling back to the house because
the weight of the buckets would drag us down tocivever side we would hold it. First we
would hold the bucket on the right and the weigbtld throw us off balance and we'd
stumble to the right... then switch to the left whiee right side got tired and then stumble to
the left. Sometimes the weight would cause usde balance completely and fall.

So...at some point, | stopped thinking about myasetf felt sorry for my brother. | put my
bucket in my right hand and told him, "Give me ybucket." Well, what do you know?
When he put his bucket in my left hand, the weiftthe bucket yanked my left shoulder
down. My right shoulder reacted by immediatelyngsup, lifting the bucket in my right

hand along with it. The weight of the bucket on lefy side balanced out the weight of the
bucket on the right, and the result balanced ouentiye body. Carrying two buckets, one on
each side, was actually easier than carrying tleeboicket. | could carry more weight and
yet, walk straight and without stumbling becausew hadbalance or equilibrium.
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WHAT IS MONEY?

Did you ever stop to ask yourself what money isl.rflean what moneseally is.

Money is nothing more than a form of energy. Youttink not?

What do you have to do to get money? You have toork for it, don't you? And what

do you do when you work? Yes, you expend energWhen you get your pay check, you
have traded units of energy (hours) for a piece gfaper that the collective population
has agreed to accept as money. That piece of pagers no other value except as a
medium of exchange.

Let's look at that term "medium of exchange.” Whatis a medium? A medium is a
thing that something travels through. An ocean wae travels through the medium of
water. Electricity travels through a medium of wire. Energy travels through the
medium of money.

You have converted your energy to money to make yoenergy easier to exchange for
products and services. If not for money we woulBle stuck with the barter system. In
the barter system, if you were a carpenter you codlonly exchange your energy with
those whom had need of a carpenter. But what if ypneeded medicine or clothing and
no one with medicine or clothing needed carpentry ark done? So, now we have a
medium of exchange called money.

That paper bill you have in your wallet is not mong. It is one form of money.

Real money is in the form of a physical commodityPrecious metals, food produce, land
or materials that can be made into clothing. Papemoney, stocks, currencies are an
agreement between the collective mass of mankind &mcept these papers as money.
History has shown many times how a country's econoyrhas imploded and the paper
money of that country becomes worthless because tieds no real wealth to back up or
guarantee the paper.

Money is not real. Itis a concept that we have lehgreed to accept. So we could say that
money is an ocean of energy composed of the labarcacollective consciousness of
mankind.

Your energy is broken down into units called "dollas"” for purposes of exchange.
Everyone has agreed to accept everyone else's eneag long as its in one of the accepted
forms of money. This opens the way for more sophisated transactions than could be
accomplished with the barter system.

Now you can accumulate and store energy for futurase. Not only that but, you can
also accumulate and trade the energy of others.

But the main thing about energy is this... Energy leaves a heat signature. Each entity
leaves a heat signature according to it's form ofGEOMETRY). _
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Universal laws of motion

"IF | HAVE SEEN FARTHER THAN OTHERS IT IS BECAUSE | STOOD
UPON THE SHOULDERS OF GIANTS."

SIR ISAAC NEWTON (1642--1727)
PHYSICIST

BALANCE-- THE PRIME LAW OF MOTION
CYCLES -- THE PATTERN OF MOTION

SACRED GEOMETRY-- THE ROAD UPON WHICH MOTION
WALKS
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THREE UNIVERSAL LAWS DIRECT MARKET MOVEMENTS:

1. BALANCE
2. CYCLES
3. SACRED GEOMETRY

INTRODUCTION TO THE UNIVERSAL LAWS OF MOTION

Gravitational, electrical, and magnetic forcesatef what we call forces of nature which
exist to support and enforce the compliance obtielaw by every particle and biological
organism in the universe. Everything in existeisaestinctively seeking to comply with this
law. And why not? Non-compliance means pain, ldeat extinction.

Ancient man knew this One law and gave it a nanteQD!!!

The One law rules the eco-systems of the univgalaxies, solar systems, the stars, the
planets, biological organisms, subatomic partiales systems as yet undiscovered by the
limited mind of man.

The One law governs all physical, mental and sg@tiprocesses known to man. Itis the law
that directs all motionlt is the law of causes, which is responsible forllaeffects.

BALANCE

I'm talking about the LAW OF BALANCE OR EQUILIBRUM, which is simply the law

of net forces. Contained within the ONE LAW are forces which affe@s of the ONE

LAW. We mistakenly call forces 'laws of natur&very force has laws that it must operate
under, so we have the laws of forces. But a feomt "the" law.

We have military and police forces to maintain ofoece the laws of society. These forces
have rules under which they must operate. Theyairéhe law itself, but are directed by the
law or laws of societyln the same way the law of balance directs the foes of nature.

Balance is universal. Everything created interadts everything else in a balanced system.
Without balance there can be no order and withadgrathere can be no stability, and without
stability, there could be no life.

The universe is one giant eco-system. The anclker@w this and this is why we think of
them as primitive compared to modern culture. Ti&y the knowledge to produce many of
the technologies we have today and in some cades/de are just now discovering what has
already been known. Modern man has not discovemgthing, we are in a process of re-
discovery. As it says in the Bible, "There is nothnew under the sun. Everything that is
here now has been here before and shall be agameSsence, The Bible is telling us about
the cycles of mankind.
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CYCLES

The Law of Cycles The world of nature exists within a larger pattefrtycles, such as day
and night and the passing of the seasons. Thersedemot push one another. Neither do
clouds race the wind across the sky. All thingsgdea in its cycle of time. Everything has a
time to rise, and a time to fall. Whatever risgésf and whatever falls, shall rise again. That
is the principle of cycles.

Market prices swing up and down in cycles like achdum.The swings fall in a

predictable cycle of highs and lows This is because of market psychology. Markets ar
composed of the collective mind of man. The mifichan has not changed since time
began. Markets will move in cycles because thesags have. Just as man will always make
war... have fear and greed...because he always has.

How do cycles relate to the man on the charits@ process of walking is nothing more

than a cycle. The science of bio-mechanics shovwsit a walk is a succession of pushes
and near falls, putting the body alternatively outof balance and in balance. In other
words a walk is a succession of controlled fallsSince this is the case, the length of a step
can be calculated in advance based on the propsrtibwhomever is doing the walking.

This fact that walking is a cycle that can be reprgéed by mathematics makes the science of
animatronics possible.

The science of animatronics creates the real ldéans we see in movies and video games as
opposed to the cartoon type motions we grew up. with

SACRED GEOMETRY AT THE HEART OF CREATION

All objects in manifestation are energy or packdtsonsciousness wearing a skin of
numbers. These numerical skins can take infiratgety and form. The profound thing is
that this infinite variety and form is created framly 8 geometric shapes.

On all scales, from the universally big to the mgmopically small, all expressions of form,
thought, or motion in existence on all levels.iriggal, mental, and physical are locked into
the geometric train tracks that make up the limesangles of their shapes. Your body is just
a pattern of energy. Everything is energy and wét@rgy is projected into a geometric
pattern, you have a form. Market energy is pr@edchto geometric patterns that create
recognizable forms. All conscious forms are mataigral and geometric. Once again we
can take some wisdom from the Bible where it s&yse very hairs on your head are
numbered." The Bible also contains "The Book ofrbers."

The universe displays a mysterious mathematicaror@here is a web of connection at
levels that lie beneath the surface of the mosta&téa scientific minds in the world today.
Everything is deeper than it first appeafsprimary example of this is the Fibonacci
number sequence.A set of numbers that is interwoven into all levef creation. They are
everywhere. Italian mathematician, Leonardo Filosohae-discovered these numbers to the
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western world in the 13th Century.

A form is nothing more than a game of connect s df energy to create a conscious form
or body. The ancient Egyptians and later Greeksasered Fibonacci numbers. The Great
Pyramid of Giza, a structure that modern man carepbduce, reflects these numbers
throughout its dimensions. Both the Egyptians @nekeks based most of their buildings and
art on Fibonacci numbers. The proportions of tineaén face and limbs are Fibonaccicly
numbered. These proportions are called THE GOLBANIO.

Examples in the human body include: the nosetiphef the jaw to where the eyebrows
meet, the length of the mouth/nose, the widtthefnose, the distance between pupils of
eyes, the distance between eyebrows, the tip afltbalders to the tip of the fingers, shoulder
to elbow, elbow to wrist, the base of neck to hotif feet. These numbers will serve us well
when projecting the movements of the man on thesha
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Who Is the man on the
charts?

- WHY THE MAN APPEARS ON THE CHARTS...
- WHAT IS THE MAN DOING ON THE CHARTS...
- WHEN DOES THE MAN APPEAR ON THE CHARTS...

- WHERE DOES THE MAN APPEAR ON THE CHARTS...

17



WHO IS THE MAN ON THE CHARTS?

When we watch TV we see images of people movingiatio the screen, but actually they do
not move. Electrons hitting the screen constamttynstruct them. Even this is not entirely
correct, because the moving electron is also asidh of energy, but that's another story.
The essential nature of matter is that wave enangyes wave after wave, at a central
location which may even be moving and after thasspg through the center... traveling out
again as the other half of the standing wave mals=emike a thing wobbling in place.

Markets also move in waves!

What if you could see the market, any market, enghape of a human form?ou can look

at the position of a man and see the condition ofisibalance at a glance. You can look at
a chart and see the condition of market balance a glance. Is he stable enough to rise, or
is he so off balance that he can only fall? Whedkv you can. You will discover how to use
certain knowledge like an infrared camera to seautiseen...TO SEE THE MAN ON THE
CHARTS!

THE REALITY OF THE MAN ON THE CHARTS

Can you hold time in your hands? Can you see titiafl you taste or smell time?

You can't do any of those things with time, butom@ can convince you that time is not real.
The only thing you can do is mark your perceptibtimne passing or moving forward. You
mark time on a clock, calendar, sundial, etc... amthbse time is in motion, you can also
mark time on a graph or chart. Consciousnessaugthts flow like time.That is to say,
consciousness is in motion. Therefore, you can athé on a graph or chart.

Just as charted time takes a circular form or shapaloes consciousness take the shape or
form of the organism directing the consciousnédse financial markets are directed by the
consciousness of an organism that has a head densutwo arms, two legs and moves/walks
in the cyclic manner of an organism with those édgl characteristics. A financial chart is
simply the visual representation of the consciossré an organism in motion.

The limits of this motion can be projected accordig to the science of what we call "bio-
mechanics".

You don't have to wonder who the man on the charts,, for he is YOU!

The man or woman on the financial charts of allkets is a result of the collective mind of
man The collective mind is a group of minds together amg as one mind. The
collective mind acts according to the herd principge. Like a school of fish, a flock of
birds, or a herd of grazing animals.
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The reactions of the collective mind are basedean &nd greed, not unlike the reactions of a
herd. The reactions of a single animal is unptadie, but the reactions of a herd are very
predictable under certain conditions.

As much as we hate to admit it, mankind as a dolecreacts exactly like the other animals
on planet earth and the principal motivations ase ind greed.

The fear of loss and the greed for pleasure. ph&omena manifests itself on every
historical price chart. You can see the same ayicfear and greed over and over again. Itis
the cause of market manias (bubbles) and the subsepanic selling that causes market
crashes.

Just as herds have predators that prey upon the chacteristics of the herd by causing
them to panic. Financial markets also have predats and they are called operators.We
will talk more about them later.

From ABC News On-line...
"Scientists Track Footprints of Thoughts'

"Australian scientists have discovered a way to trek the electronic footpath of a single
thought traveling through the human brain. The discovery has implications for
everything from education to planning the safest wato undertake brain surgery.

The latest developments in scanning techniques alldbrain experts to track responses in
the brain from particular movements and thoughts inreal time.

"If we ask them to read a sentence, we can actuallgok at them processing a single
sentence.In other words, we can look at the footprint of a ;gle thought", Professor
Keith Thulborn of Chicago's Center for Magnetic Re®nance Imaging, said.

The technique can be used to monitor how stroke pigints are responding to
rehabilitation and how well children are learning new concepts.

"This gives you great control over how to plan thentervention and how you can make it
most advantageous to the subject to achieve theulf potential as quickly as possible."
With this technology doctors can tell precisely whiais happening during epileptic
seizures. "It can lead to ideas for new treatmentand even the possibility of a surgical
cure", Professor Graeme Jackson of Melbourne's Brain Research Institute, said.

Researchers say the technique can be used to helpgeons map out which parts of the
brain to avoid during operations.
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"With functional MRI, we can see where their language is and we can see where their
motor function is and if we are doing surgery, we @ keep well away from that,"
Professor Jackson said.

So far, the new scanning technique is only availablin Victoria, but doctors believe it
will be widely available within five years.

WHY DOES THE MAN ON THE CHART APPEAR?

The man on the charts appears becaossciousthoughts are matter or actual physical
substance. The collective mind is matter in motion, and duiyg) in motion can be
represented on a graph or chart.

The creator of coordinate geometry, René Descazdéd it best. The following paragraph is
from his conclusions.

WHAT IS MATTER?

"Whatever has spatial extension is matter and mdiyedefinition, is that which has spatial
extension. Spatial extension, then, constitutesamaWhat is spatial extension? It is length,
breadth and thickness... the three straight linasdonstitute Euclidean space. So that which
has length, breadth and thickness is matter andatlier, on this definition has length,
breadth and thickness. When we perform the oparat measurement, we have matter.
Matter is measurable extension in space and all gggons of form, essence and substance
can be disregarded.”

PARTICLES

We cannot predict what individual particles will.d@/e cannot even know where exactly
they are or how fast they're going. There ist@sohute concrete limit to the amount of data
we can have about matter. This limit is stronpantthe speed of light. It is stronger than
time and space. It is absolute. An individuakiphe is fundamentally unknowable. It is also
not a particle, but let's stay focused.

What this means is that particles are unpredictableey do their own thing. We have no

way of knowing what they decide to do. Bunchepanticles, on the other hand, are very
predictable.
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Even if we can only say that 51% of the time a paitle will go one way and 49% of the
time it will go the other way... when you have a tHion particles bunched together as a
group, they will go in the direction of the 51% evey single time.

OR YOU COULD SAY...

Even if we can only say that 51% of the time a thaght will go one way and 49% of the
time it will go the other way, when you have a triion thoughts bunched together as a
group, they will go in the direction of the 51% evey single time.

OR YOU COULD SAY...

Even if we can only say that 51% of the time a hunmawill go one way and 49% of the
time it will go the other way, when you have a 6 Bion humans bunched together as a
group, they will go in the direction of the 51% evey single time.

There is no gulf between the laws that govern the otion of the world and human
consciousnessA financial market fits René Descartes definitidmatter. It has length,
breath and depth. A market is the manifestatiomuofian consciousness. Therefore, a
market is a manifestation of matter and a chattesvisual representation of matter in
motion. This is why you have the man on the charts

WHAT IS THE MAN ON THE CHARTS DOING?

The man on the charts is trying to maintain hisbeg. It is instinctive. All of our sciences
have shown that everything that exists is tryingiaintain a state of balance against the
interaction of forces against it. The great scarBir Isaac Newton stated this fact. Isaac
Newton re-discovered what he called, "THE LAWSKGTION".

Newton's first law of motion statesd BODY AT REST TENDS TO STAY AT REST
AND A BODY IN MOTION TENDS TO STAY IN MOTION WITH T HE SAME
SPEED AND IN THE SAME DIRECTION UNLESS ACTED UPON BY AN
UNBALANCED FORCE."

In other words, if something is moving in a certairdirection at a certain speed, it will
maintain that direction and speed until it runs into something or something runs into it.
As you will learn, a market moves in one directioruntil it runs into support or
resistance.

In other words, everything is trying to stay saifid will only move if it is motivated into
action by a force that throws it off balance. Téason for the movements of a body are the
steps it must take to regain its balance. Jubakmsce is the universal law, the process or
steps it must take to regain balance once lostssuniversal.

21



As you will later see, the most efficient way fobady to correct its balance is a process of
stepsEvery manifestation in creation must follow this lav of correction.

Albert Einstein said, "You can neither create nestcby energy and matter. Energy and
matter can only be transformed from one to therdthe

Your labor energy is transformed into matter ( papeney ) or your matter is transformed
into energy when you pay for labor energy. Here have a repeating cycle. Energy to
matter, matter to energy, back and forth. Thaf isourse, if you agree that Einstein knew a
couple of things.

The market body, which takes the shape of the mahecharts, must also go through stages
of correction. But the amazing thing is, the stafgdlow certain mathematical laws that are
universal. This is the law of proportions or ratithat we will discuss in Sacred Geometry.

The point isanything that follows definable mathematical lawgiedictable.You see, when
market numbers manifest outside the boundariesigttsal law, this causes imbalance in the
universe. | have many times been in utter amazewieen | think the system of market
balance is about to fail and then, WHAM! Out o tilue, there will be a breaking news
announcement that will propel the market in theation of balance.

The universe will create circumstances to stagagtion which will impel the process of
correction. The universe, by using the force aivgy, has and always will prevail. A news
event may move the market, but what causes thalastent..that shapes the news.

If you are standing still and | run into you, theseno doubt you will stumble. | am the
unbalanced force because | am in motion, and amyihi motion is unbalanced. This results
in your stumble or imbalance causing your moti&ut you are not going to just fall. You
will fight to maintain your balance or equilibriuto keep from falling and to do this you must
move. This is the interaction that goes on betweagmything in nature and this interaction is
the cause for all motion. If everything was alwaygperfect balance there would be no
reason for motion or life. Anything that has notimo we call dead, lifeless or inanimate (
not conscious ).

The man on the charts is constantly stumbling ¢ryonmaintain or regain his balance against
the market forces of supply, demand and gravity.

WHEN DOES THE MAN ON THE CHARTS APPEAR?

The man appears on a chart when the market is &bootrect its balance or equilibrium.
This happens when there is an imbalance betweeiysapd demand\When there is more
demand for an item than there is supply, the pricen the financial unit or anything that
is perceived as having value, goes up. When annigefinancial unit, or anything that is
perceived as having value is plentiful and demandaf it is low, the price will go down.
The price will go up until supply is in balance wdemand; just as the price will go down
until supply is in balance with demand. In balgmoeaning equal or equilibrium.
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WHERE DOES THE MAN ON THE CHARTS APPEAR?

The man appears at the top of the chart after anempl to signal an impending reversal to a
down-trend. The man appears at the bottom ofhaet @after a down-trend to signal an
impending reversal to an up-trend. Common markattehamong the so-called experts say
that you can't predict tops or bottoms. | agreth wiat. But you don't need to predict a top or
bottom, you only need to be able to recognize atdpttom once it has formed. Also, you
can project the most logical location where a topaitom is most likely to occur.

HOW TO TRADE THE MAN ON THE CHARTS?

The man will start to show himself when this imbeda starts to occur. His appearance is
like the turn signal on a car in front of you silyng a left turn or a right turn. Now, nine
times out of ten, the car in front of you will tumthe direction signaled. But once in a
while, as you know, the driver will not turn in tdéection signaled.

Now if you were to bet every time that the car wilin in the direction signaled, you would
become a very rich man, indeed. Let's say you Beinies and each time you bet $100. You
would win 9 times, so you win $900. You would lase time, so you lose $100. That's
$900 won - $100 lost = $800 net profit. In fact; fou to lose money you would have to be
wrong 6 times out of 10.

That is how you trade markets like a business. liketthe hit a lick approach taken by most
amateurs who trade once in a while off of a hoatig hope they are right. Just like in the
wild, predators single out the weak individualghe herd to feed off The market

predators called_operatorssingle out and feed off the weak handsf the market.

Just like any business, you have overhead. Tpiedlybusiness owner has to pay rent,
utilities, insurance, labor, etc... and this is siynhle cost of doing business. The few trades
that you lose money on are your cost of doing lassin

Being human we all want something for nothing if ea@ get it, but the reality is there is no
free lunch. If you want to make money trading neégkyou have to learn one thing.
Experience and history has taught me that humatestbidearn anything. Almost everything
we know has been handed down to us and we callgdating. | call it programming. You
want to make money, spending your time before ymmnd your money. The Forex market
allows you the opportunity to change your life fomere $300 to open an account. For most
people | know, that is beer money for a month.d&ot complain about your lot in life if you
are not trying anything different or even educatyogrself. People go to college for years
and accumulate extraordinary debt just to be ab#dtain a certain income level but the
average person feels they have failed as a tradebgcause they miss on a couple of trades
which may cost them around $100. As | said, thednof man has not changed since time
began.
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REACTIONS OF THE
MAN ON THE CHARTS

- APARABLE OF THE MAN ON THE CHARTS...



THE LAW OF PROBABILITIES

When you set up your trading correctly you arereatly betting on the market. You are
betting on the laws of mathematical probabilityg taws of numbers. You are betting that at a
given point, the price will move up $100 beforgaits to $50. Or, the price will fall $100
before it rises to $50. You don't have to prethietmarket. You only need to identify high
probability situations of momentum.

INTRODUCING THE MAN ON THE CHARTS

I'm making a claim. There is a figure of a man ae financial charts. He is
seen when you connect the dots of data like a stighre. When you draw
him, the posture of his body will tell you the catidn of his balance and by
proxy, the condition of market balance.

Let's say you are watching a man running in an eastard direction. A moving wall that

is right behind him is chasing the man. He is runimg in a zigzag pattern. The man
keeps turning left, or north and then turning right, or south while steadily heading
eastward all the time. He cannot turn and run bak west because there is a wall closing
in behind him, pushing him eastward. Every time hanoves, the west wall behind him
also moves, while staying on his heels all the timéou wonder to yourself... why does he
keep changing direction? Then, you take a closeodk.

You notice that there is a wall both to his left, pnorth and to his right, or south. When
the man turns north, he will continue north until he runs into the north wall. He tries to
break through the north wall, but it is too strong, so he turns around and starts running
to his right, or to the south. He will keep runnirg south until he runs into the south
wall. He will try to break through the south wall, but the wall is too strong. So once
again, he turns back to his left and heads north um he hits the north wall again. And
the cycle repeats over and over.

Now the man is running downMARKET STREET . The wall chasing behind him is
calledTIME . The north wall is calledRESISTANCE, and the south wall is called
SUPPORT. The man is trying to break out of the triangularshaped box of Time,
Resistance and Support. It is not possible for hirto break through time, so he is trying
to breakout through either the wall of support or through the wall of resistance.
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RESISTANCE + GRAVITY
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In the above illustration figure (1) may not rigeto the resistance level, but is capable of
doing so because of he is rising off a base opsupvith perfect balance.

Figure (2 ) definitely cannot rise because hefidafance and will fall down to support.

Have you ever tried to rise while off balance aaltifig? No, you haven't because when
falling, all you can think of is gaining balancAnd if you don't think of it, your body will do
it automatically.

A financial market moves exactly like a man becausiéis a man. The man's name is Mr.
Mind. Full name... Mr. Collective Mind.

There is something important about the directionshie man is running and turning
towards. When the man is traveling to his left, oto the north, he is climbing up a hill.
The higher he climbs, the steeper the hill gets.

When the man is traveling to his right, or south, ke is going down a hill that gets more
level the further down the hill he goes. The hilhas a name and the name of the hill is
PRICE HILL .

Sometimes the man succeeds in breaking through theall of SUPPORT or
RESISTANCE.

When the man is running north or uphill, or southvdhill, sometimes he is running so fast,
he hits the wall with so much momentum he will brésrough it... or the wall is too thin or
becomes weakened from him running into it so mangs.

However, a funny thing happens when the man crashéisrough the north wall. He has
used up so much energy crashing through the wall &t he needs to catch his breath.
Since the hill is getting steeper the higher he gegand the breaking of the wall has
caused him to slow down and lose momentum, he starto slide back down the hill. He
will slide down the hill until he hits the wall hejust broke through (the wall that is now
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below or south of him). It used to be the north wia It was above his head. Now he is
standing on top of it. It is now the new wall to s right (the south wall). The man can
now use the old north wall (which is now the new sh wall) to push off like sprinters
blocks so he can gain enough speed and momentunbt@ak through the next north
wall. Sometimes he will sit and rest on the new sth wall before continuing his upward
climb.

When Mr. Mind is traveling downbhill (south) he goesthrough the same process of
breaking through the south wall, only to encounteanother south wall. When the man
is headed down toward the south wall, he moves fastthan he does when traveling
north. This is due to the force of gravity constatly pushing down on him. When he
moves downhill he is less under control because feoff balance. Whenever the north
wall rejects him, the force of the impact spins hinraround south and before he can
gather his balance to head back north, gravity haalready swung his momentum south.
So the man will stumble and fall down the hill unti he hits a south wall of support,
which is the same as saying somewhere to set/pldms feet. Have you ever tried to rise
up with nothing to stand on? It can't be done. Anther way to say it is this: If you are
falling, you will continue to fall until you hit something. Also, you can't stand up unless
you have something to stand upon.

RESISTANCE

S
¥ e :

NORTH

SOUTH - BUYERS WALL

SUPPORT
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IT IS MORE THAN A SIDE-NOTE THAT A MAN MUST HAVE BALANCE TO BE
ABLE TO RISE. WITHOUT BALANCE, THE MAN MUST STUMBL E OR FALL;

ANOTHER ITEM OF IMPORTANCE IS THE FACT THAT THE MAN REQUIRES
ENERGY TO RUN UPHILL AGAINST THE FORCE OF GRAVITY, BUT NEEDS
NO ENERGY TO FALL BECAUSE GRAVITY WILL FORCE HIM TO  FALL IF HE
RUNS OUT OF ENERGY.

You start to notice a pattern here. You noticé tha man's reactions are predictable. Not his
actions, but hiREACTION S. You notice that whenever Mr. Mind runs into a wal|

support or a wall of resistance, he reacts in sepeedictable ways. He will either break
through the wall and continue to the next walltha force of the impact will bounce him off
the wall and force him to turn.

The pattern of Mr. Mind at support or resistance wil be covered in the section under
THE LAWS OF CHARTS.

The most predictable point in the man's traveishien he is involved in the process of
turning. At a precise point in the turn, Mr. Mimdll hit a TRIANGULATION POINT.
Covered in the section undarHE LAWS OF BALANCE.

You can look at thean's feet and shoulderto see when he has reached a triangulation
point or point just before momentum kicks in. Wilhenman's body has crossed the
triangulation point, the physical laws of gravitpg@momentum kick in. The man may yet
recover and continue in his original direction, éfore he can do so, gravity and
momentum will force him a certain minimum distatind is easy to calculate before he can
regain his balance.

If you were to make a bet on which way the man g@ng to travel, the safest time to bet
would be when he crosses the triangulation poittthis point you are not betting on the
direction of the man. You are betting that thevarsal laws of nature bind the man. You are
betting on natural law...the beginning of time laws

If it were dark and cloudy with lots of wind, thuerdand lightening, would you bet that it's

going to rain? If you did, you would win. Maybetrevery time, but you would be right at
least 7 out of 10 times, wouldn't you?
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BELOW IS A SIMPLE BALANCE BEAM SCALE. THE WEIGHT S CALES YOU SEE AT YOUR
DOCTOR'S OFFICE WORKS EXACTLY LIKE THIS, AND IS GIV EN THE MODERN NAME OF
"TRIPLE BEAM SCALE." BUT WHEN ITS ALL SAID AND DO NE, IT IS NOTHING BUT A SEE-
SAW...SAME AS THE ONE WE PLAYED ON AS A CHILD. YOU SEE, YOU ALREADY KNOW
HOW BALANCE WORKS, YOU JUST NEVER CONSCIOUSLY BROKE BALANCE DOWN INTO
PARTS. YOU NEVER HAD A REASON TO.

If both arms of the scale are holding equal wedagitt the angle of the arms are level (or
balanced) there is no movement or motion. Theamisqual force of gravity on each arm so
the forces are in equilibrium. The weight of bsities cancel each other out so there is no
movement.

But whenever the weight on one arm becomes hethaerthe weight on the opposite arm,
the load becomes unbalanced and this imbalands #tardownward motion of the heavier
arm. This is to say that motion is started byaviy imbalance. The force of gravity will

start motion by pushing the heavier arm (load) deaml while at the same time swinging the
lighter arm (load) upward. So, imbalance is thigoacor mechanism for motion.

It must happen this way according to the laws ofirla  The law of gravity. There is no
guess work. No complex calculations? How poweadgravity? The gravity of a black hole
in space will even bend light! This process deswithe cause of all motion. Motion on the
physical, mental, and spiritual level all work tinay because gravity causes all motion.
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HOW TO WIN AT LEAST
/ OUT OF 10 TRADES

HOW TO TRADE LIKE A BUSINESS...
THE IMPORTANCE OF RATIOS...
THE POWER OF COMPOUNDING...

CYCLES OF A WALKING MARKET PART I...
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HOW TO TRADE LIKE A BUSINESS

Most traders have no game plan. They enter th&etsawith a swing for the fences
approach. They either hit a home run or they stoiit. But, just like the sport of baseball,
the home run hitters have more strikeouts than hmm& However, the batters that hit for
average have a much better success rate. If angd@ys a hit 4 out of 10 times, for their
career, they are a sure bet for the Hall of Fame.

As a trader, 4 out of 10 successful trades wilhgau a living, 5 out of 10 will earn you a
high standard of living, and 6 out of 10 will makau rich.

95% of all new traders lose their startup capitiéhiy 6 months. So, logic would dictate that
you find out what the 95% are doing and do exat#yopposite, and find out what the
successful 5% are doing and do what they do.

If you are to be successful you need an approathntitl give you an edge. The casino
industry profits billions every year from a 3% heiwexige. They know that they are going to
lose money to some gamblers but, over time, theofgevobabilities is in their favor. Most
traders are like gamblers. Even when they win thayntually lose it back through their
greed.

You cannot trade with rent money because you vétlé out of fear. The rent is due next
week but the market is moving slowly. Now you viaégin to force trades before the market
is set up for the trade. The market moves whamites. It doesn't care if the rent is due or
baby needs a new pair of shoes.

You should trade with money you can afford to Issg/ou can build up your account to a
level that you can comfortably withdraw funds.

If you are a small trader starting with $500 oslasd you make $100 on a trade then
immediately withdraw your profit to pay a bill, havan you build your account to a level to
where you can make the big money. Because, onn@irtrade you may lose $100 drawing
your account down to $400. Now you are sayingargelf, "I am in the hole $100. If | lose
$100 on my next trade, | will then be down to $300

Now you will trade with fear of loss instead of g@spect for gain. And as the old saying
goes' scared money don't wirr'

In order to eliminate fear and greed from you tngdyou need to have confidence in your

trades. Confidence can only be gained from thevkedge that you have a repeatable
process.
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IF YOU CAN PREDICT AN EVENT CORRECTLY 7 OUT OF
EVERY 10 TRIES YOU CAN BECOME RICH .

You can become rich fast if you parley your winning into bigger bets.

To do this you must profit $2 when you win a bed anly lose $1 when you lose a bet.

Let's flip a coin. You get $2 every time you guesgetly that the coin will come down
heads or tails. But you lose $1 every time you gwa®ng. This is called a 2 to 1 profit to
loss ratio.

We will flip the coin 10 times and you'll start Wi$10. Now say you guessed correctly on
only 4 of the 10 coin flips, and guessed incorgeati 6 of the 10 coin flips. Guess what?
You still made a profit. You made $8 from the mhéis you guessed correctly and lost $6
from the 6 times you guessed incorrectiynis result is due to your 2 to 1 profit to loss
ratio.

Now remember. Every time that coin is flipped ymave a 50/50 chance of guessing right.
But, what if you could improve your odds of guegsiight to 80-90% ? But we'll be
conservative and only improve your odds to, say.70%

So, say you've got a trick coin and you know thaiilli come up heads 7 out of every 10 coin
flips. So, you bet heads every time. Now, youwitloat the coin is going to come up tails
three times and you will lose $1 each time fortaltof $3 lost. but you also know that you're
going to win 7 times at $2 a pop for a total of $14

You just made $14 and lost $3 and that leaves yiduautotal of $11 profit. Is it safe to say
if there was a coin flipping market, and you couse this trick coin, that comes up heads 7
out of 10 times with this 70% coin, wouldn't youibdhe coin flipping market as much as
you could? You would want to make bigger bets miadte bets more often to make money
faster. This is what a 3 to 1 win loss ratio does for youThat means that you guessed
correctly 3 times for every 1 time you guess incoectly.

With a 2 to 1 profit to loss ratio and a 3 to 1 \Wiss ratio, you can become rich quickly
through the power and magic of compounding.
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THE POWER OF COMPOUNDING

If you started with 1 penny and doubled it every dg for one month you would have $10
million dollars at the end of the month. Go ahead. Take out your calculator and do the
math. Just punch .01 into your calculator andXi®, thirty consecurive times.

$1 doubled =$2.

$2 doubled =$4.

$4 doubled =$8.

$8 doubled =$16.

$16 doubled =$32.

$32 doubled =$64.

$64 doubled =$128.
$128 doubled =256.
$256 doubled = $512.
$512 doubled =1,024.
$1,024 doubled =$2,048.
$2,048 doubled =4,096.
$4,096 doubled =$8,192.
$8,192 doubled =$16,384.
And it continues on.

This type of growth is called geometric progressigvhether it's flipping a coin, horse
racing, sports, playing the casinos or trading finacial markets it is all the same thing.
The same system of probabilities at work.

If you have & to 1profit to loss ratio and & to 1 win lossratio, you can compound your
winning trades into wealth within one year. Assngiwyou had at least 50 trading
opportunities over that time period. In fact, wétl2 to 1 profit to lose ratio you would have
to be wrong 7 out of 10 time to lose mon&p, if you are only right 4 out of 10 times you
will still make money. You just won't make it as fast.

Therefore, if you're going to trade the market bkpro and earn consistant profits you need a
system that will give you:

A minimum 2 to 1 profit to loss ratio
A minimum 2 to 1 wins to losses ratio
Allows you to compound earnings

Allows for affordable drawdowns

How do you know a system will give you all thesmgfs? Historical performance that you
can backtest. Visually or mathematicly.
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You can look at charts for any time frame in higtoAny liquid and free market. A system
with a track record that has delivered. A system gan check without doing complex
mathematics.

For a system that will give you a 3 to 1 win logBa. So you can profit on 7 out of every 10
trades.
For a system that has a proven 2 to 1 profit &slcatio so you earn $2 for every $1 you lose.

For a system that allows you to compound earniagsby allowing you to control $200 for
every $1 invested.

For a system that manages your losses so you aegrirsthe game long term.

You need a system you can visually inspect for hatcal performance just
by looking at charts for 15 minutes.

A system that can spot setups with an 80% succes®pability, that will
generate a 2 to 1 Profit to loss ratio, So you caofit on 8 out of every 10
trades...

If, price movements are a reflection of a changes isupply and demand.
And you could see where the balance of supply aneéhand had changed.

Then you could predict the direction of the marketwith a high degree of
probability.

If you know supply and demand moves in cycles,yandknow where the market is within
that cycle, then you know where the market is héaddéeast 80% of the time.
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CYCLES OF A WALKING MARKET

As we said earlier, everything in manifested creatin moves in cycles. Time, the motion
of planets, weather, tides etc...

For every cycle there are smaller cycles within thiarger. Example; Time has cycles
within cycles. If you start with a 1 year cycle, ontained within it are monthly, weekly,
daily, hourly, minutes, seconds, nano seconds satfoand so on.

For purposes of our discussion we will start wite tnost basic human cycle. You probably
never thought of walking as a cycle. You probaidyer even thought about the mechanics
of walking at all. You just do it.

If you can understand how a human walks you careegit correlates to the walk of a
market.

To explain to you the mechanics of the human walilllet an expert explain it.

Read the following article by an animatronics expéy person that designs animitations to
exactly mimic the human walking process.

"Gravity is the key

Let me define the technical basics of what 3D ationaxactly is. As | said earlier, in a
believable universe we have to consider laws aineafThe main law that directly affects any
movement in a believable universe is gravity. Eweoyion in a 3D space either is created by
gravity or is a reaction to gravity. For exampl@uware probably sitting while reading this
article. Try to stand up and visualize what keeps standing. Mostly, it is the muscles in
your legs (especially the thighs), and possiblyrthuscles in your arms if you are using the
table to lift you up, that produce a force stromgpegh to counterbalance the effect of gravity.
The creation of a force is the basis for motiomaiBDspace.

However dry this topic may sound, bear with meahse understanding the basics often
makes the difference between good and bad aninsatiioyou keep in mind that your
character has to create a force to counterbalaredffects of gravity every time you want to
move it, you will avoid many of the common mistakes

What does it really mean? A quick example cantitls my point. If you want to have a
standing character going from point A to point Buyhave two ways of solving the problem:

You can select the mesh of the character, or itec®f gravity, and move it from A to B.
Here, you are creating an artificial force that@is you to move the body.
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You can create the motions (the forces) that waNenthis center of gravity from A to B. This
is done by replicating the way a body moves inéa¢world.

In the first solution, you are creating the illusiof movement. The second solution means
you are understanding and reproducing the way laysaws create a movement. Some
people will disagree with this because it makegerns® kinematics invalid. The truth is,
inverse kinematics is a bit of a monster. Makirgharacter walk by moving its feet is wrong;
it is the total opposite of a natural walk to imphat the feet are moving because the legs are
moving. Rather, it is simulating a motion, insteddeproducing a motion, and trying to
create an effect without knowing what forces prediicY ou should be only interested in
knowing what make things move, because if you statet what you do, you can control it.

Gravity, and how it is used to create movemerthadirst rule of three-axis animation. The

two other rules are balance, tilt and twist. Let ex@lain to you how those rules are tied
together and can be used to create a complex aromat
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OUT OF BALANCE

| already said that every motion is related to gyaand, in a way, created by it. Actually, it is
known as being in balance or out of balance. Alneesty move starts by putting the body
out of balance and ends by regaining balance béditineg down. To explain this, let me try
to define two very important concepts: the centegravity, and the idea of balance.

The center of gravity is a point situated betwéentips (higher or lower depending of the
body mass). This center of gravity is usually tingt bone or root point of a character
skeleton. To move the body, the limbs have to ntbegosition of the center of gravity.

A body is in balance when you can trace a vertinalfrom the pit of the neck (upper torso),
the ankle of the supporting foot (if the characsesupporting his weight on one leg), or to a
line that joins the two ankles (if the charactesupporting his weight equally with his two
legs). If this line is not perfectly vertical, thedy is out of balance. You will notice that the
center of gravity can be positioned anywhere iatr@h to that line. The only important points
are the pit of the neck and the ankles. The amaofumhbalance is relative to the angle of the
line. The body is more likely to fall if the andbetween the body and the ground is increased.

A body is in balance when you can trace a verticdine
from the pit of the neck, the ankle of the supportig foot,
or to a line that joins the two ankles.

The human walk is a great example to illustratsehao concepts and show how they are
related. When starting from a standing positioss@ning our subject is right handed) the
first movement of the walk is the forward rotatioithe right leg around the hipbone, lifting
the right foot up in front of the body. At the satirae, the left leg rotates around the knee
(the thigh is almost locked in place, the calf mes@roduce all the force), and the left foot
follows by rotating around the ankle. The body mssforward as a result of the left leg
rotation, and since the right foot is not in cohtaith the ground at that moment, the center of
gravity is displaced. The whole body moves forwdiis forward movement suddenly stops
when the center of gravity passes in front of thgperting left leg (the balance line is not
vertical anymore). The body becomes totally oubatnce and falls forward. This is when
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the right leg makes contact with the ground, armbbees the supporting leg and stops the
fall. The body continues its forward motion. Theodhmovement repeats, however, this time
the right leg is producing the forward thrust ane keft leg is lifting to catch the fall. A walk

is a succession of pushes and near falls, puttiedpody alternatively out of balance and in
balance. We are using the effects of gravity to enowr body mass on a linear path, with our
legs simultaneously producing the thrust force sungport. A walk is a succession of
controlled falls.

As you can see, trying to animate a walk withouiwimg that you have to move the center of
gravity by putting the body out of balance is vdifficult. If you do not know why each part
of the body moves, you cannot understand how thayem

The good news is that there is an easy rule tomdree every movement of the body is based
on a thrust (from the calves, thighs, arms, etedying the center of gravity out of balance,
and then a catch by a leg or an arm, putting thiy back in balance.

The amount of thrust and the time between the ttang the catch determine the amplitude of
the movement. Of course the more nimble the charégtthe more extreme his movements
will be. Moving a body means playing with gravitydaplaying with balance. If you

remember that rule before starting any animation, will have more control on what you can
create.

We have to twist the shoulders in the oppositectiva of the hips to keep the body in
balance. The head will also have to twist a littithe same direction as the hips.

Now that you really understand the process of walkiou are prepared to

Understand how a market walks. The market is colletive man so it walks like a man.
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CYCLES OF A WALKING
MARKET PART Il

JUST PLAY THE TURNS BABY JUST PLAY THE TURNS!

. OVERVIEW...

. TREND...

. WHY THERE IS SUPPORT AND RESISTANCE...
. THE BALANCE OF SUPPLY AND DEMAND

. HISTORICAL SUPPORT AND RESISTANCE

. TRENDLINES

. PROJECTED SUPPORT AND RESISTANCE
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THE CYCLES OF A WALKING MARKET

Steps turn into swings. Swings move to test suppesistance. The strength of
support/resistance is with the trend. Back andtfothis is the cycle of a market. Or... That
is how a market walks.

Trend-is the box that contains price movements
Support/resistance-historical and projectedare the walls of the box
Swingsare the turns that price makes while trying to bre& out of the box
StepsEach price bar is a footstep of the market.

No one can predict when the markell turn_but you can know ithe market hasturned.
When a market turns it must obey the physical lafasirns. Once an object in motion is in
the process of turning it reachs a triangulatiom{oA point where once crossed, the turn
must be completed or the object in motion will |bséance and fall. A simple 3 bar chart
pattern occurs each time the market hits a triaatgud point of supply and demand with an
accuracy of at least 8 out of 10 appearancess.

For instance; Say you are walking and right inrthedle of your stride you decide you want
to turn and go back the way you came. There oedwrpoint somewhere in your stride that
was your point of no return. The point where isvi@possible to turn around until you
completed that last stride and your foot hits treugd. You are in a position of balance
where the laws of gravity and momentum kick in @nabu try to turn at this point and you
will fall on your butt.

Markets react the same way. Markets must follove same laws of motion as everything
else in creation.
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TREND

In this section, we'll discuss "trends." A trengnesents a consistent change in prices (i.e., a
change in investor expectations). Trends diffemfisupport/resistance levels in that trends
represent change, whereas support/resistance leypetsent barriers to change.

A rising trend is defined by successively highevorices. A rising trend can be thought of
as a rising support level--the bulls are in conaradl are pushing prices higher.

Why the trend is as strong as the tide

Think of a market as fluid in motion like an oceaiWhen the tide comes in it does not rush in
all at one time. The tide comes in a series oseabial flows. Each incoming wave comes in
further and further towards shore while each outgevave is going out a shorter and shorter
distance until we have high tide. It works in neseson the way out until we have low tide.
Market trends are just tides in an ocean of hunoas@ousness.

When the tide is coming in you can see that duhegbbing and flowing of the waves that
there are smaller waves within the bigger wavesmé&of the waves are on the way out while
the waves from the main tide is coming in. AWl until the outgoing waves crash into the
in coming waves. When this happens the out goawgsvare swept away with the main tide

which is incoming.

This process happens in reverse when the tideimng gut.
Market trends occur in precisely the same maniibere are smaller waves of price
movement occurring within the bigger trend. A prinove or wave can only last until it hits
the main wave. The tide. When a price movemeas ggainst the tide of the main trend it
will be swept away by the main tide at a pointubgort or resistanceBut trend can only
be understood in the context of support and resistece.

In the following sections trends will be discussetth more detail.
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THE BATTLE BETWEEN SUPPORT AND
RESISTANCE

Markets cycle between support and resistance. @ugpa wall of buyers while resistance is
a wall of sellers.

Why is there Resistance:

A market goes up until it hits a wall of sellerBhis wall is composed of people who bought
the market before it went down, so they are losirogey and are just waiting until the price
comes back up to the price where they bought. /Tlwban price comes back up to their
buying price, they sell so they can break evenenTihere are those buyers who bought at the
lower price and wait for price to hit the wall @lkers so they can sell and take profits. Add
to those, the people who sell short at the weknapting to profit from price bouncing back
down off the wall of sellers.

In summary the wall of sellers is composed of tleleenents of traders. Those trying to
break even, profit takers and short sellers.

Why is there Support:

A market goes down until it hits a wall of buyefEhis wall is composed of people who sold
short the market before it went up, so they arm¢psioney and are just waiting until the
price comes back down to the price where they sloddt. When, price comes back down to
their selling price, they buy back their positianteey can break even. Then there are those
sellers who sold at the higher price and wait facgoto hit the wall of buyers so they can buy
back and take profits. Add to those, the peogile by at the wall, attempting to profit from
price bouncing back up off the wall of buyers.

In summary the wall of buyers is composed of tleleenents of traders. Those trying to
break even, profit takers and buyers looking tdipfiemm the upward bounce.
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THE BALANCE OF SUPPLY AND DEMAND

The picture above is a balance scale. You can®&dhe process of supply and demand
operates. On the right arm of the scale you hayeis of a market. On the left arm of the
scale you have sellers of the market. Both arm$alanced at equal levels because the
weight of buyers and sellers are the same whialitees a balanced market. In a balanced
there is no price movement.

On the left arm of the picture is the price axishef market.
If you add a buyer to the buyer side what woulddeapon the left arm? Of course the left
arm (price) will go up. It must go up, wouldn'tyyagree. In fact, the more buyers you add to

the buy side the higher the left arm must move up.

If the arms are in balance and you add a selldredeft arm what would happen? Yep. The
left arm (price) must go down.

If the arms are in balance and you subtract a biuger the right arm what would happen?
Correct. Gravity will push the suddenly heavidt &m down while pulling the right arm

up..

If the arms are in balance and you subtract ardetie the left arm what would happen?
Bingo! The force of gravity pushing on the rigideswill pull the left arm (price) upward.

This is how a market operates. In a back and foythe. The cycle of supply and demand.
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All of the motion in these scenarios is started bynbalance. You could go as far to say
that imbalance is the ignition for all motion. Thephysical level, the mental level, and the
spiritual level. But that is an issue for anothebook.

When looking for trading opportunities what you egally doing is looking for situations
with a supply and demand imbalancéne man on the charts will alert you to supply and
demand imbalances in any market.

HISTORICAL SUPPORT AND RESISTANCE

Thesupport levebf a stock is the lower end of its recent tradiagge (BOTTOM).

Theresistance levebf a stock is the upper end of its recent tradamge (TOP).

The Dow theory suggests buying or selling when aige is near its support or resistance
level - buy low, sell high.

The foundation of most technical analysis toolomed in the concept of supply and
demand. There is nothing mysterious about suppartresistance--it is classic supply and
demand. Remembering "Econ 101" class, supply/deriaesi show what the supply and
demand will be at a given price.

Resistance is equivalent to a "supply" line. Wheogs increase, the quantity of sellers also
increases, as more investors are willing to sehese higher prices. When too much selling
occurs, however, prices retreat. When this happeyesatedly near a specific price level,
resistance forms at that price level.

Support is equivalent to a "demand" line. Whengwidecrease, the quantity of buyers
increases, as more investors are willing to bugwaer prices. When too much buying occurs,
however, prices ris&Vhen this happens repeatedly near a specific pridevel, support
forms at that price level.

Following the penetration of a support/resistamsel, it is common for traders to question

the new price levels. For example, after a breakbote a resistance level, buyers and sellers
may both question the validity of the new price amaly decide to sell. This creates a
phenomena referred to as "traders' remorse" wheresgreturn to a support/resistance level
following a price breakout.

The price action following this remorseful perigdcrucial. One of two things can happen.
Either the consensus of expectations will be thattew price is not warranted and prices will
move back to their previous level; or investord adcept the new price and prices will
continue to move in the direction of the penetratio
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When a resistance level is successfully penetrétetiJevel becomes a support level.
Similarly, when a support level is successfully gteated, that level becomes a resistance
level.

Support and resistance represent key juncturesevtherforces of supply and demand meet.
In the financial markets, prices are driven by esoee supply (down) and demand (up).
Supply is synonymous with bearish, bears and sel@mand is synonymous with bullish,
bulls and buying. These terms are used interchdhg#daroughout this book. As demand
increases, prices advance and as supply incrgasess decline. When supply and demand
are equal, prices move sideways as bulls and figahtdor control.

What is Support?

Support is the price level at which demand is thmuag be strong enough to prevent the price
from declining further. The logic dictates thattls price declines towards support and gets
cheaper, buyers become more inclined to buy amersdlecome less inclined to sell. By the
time the price reaches the support level, it igeled that demand will overcome supply and
prevent the price from falling below support.
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Resistance does not always hold and a break absigtance signals that the bulls have won
this battle with the bears. A break above resigatmows a new willingness to buy and/or a
lack of incentive to sell. Resistance breaks amd mghs indicate buyers have increased their
expectations and are willing to buy at even higirees. In addition, sellers could not be
coerced into selling until prices rose above rasis¢ or above the previous high. Once
resistance is broken, another resistance levehailk to be established at a higher level.
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Where is Resistance Established?

Resistance levels are usually above the currece pout it is common for a market to trade at
or near resistance. In addition, price movememntsbeavolatile and rise above resistance
briefly. Sometimes it does not seem logical to aersa resistance level broken if the price
closes a couple above the established resistaneke For this reason, some traders and
investors establish resistance zones.

Methods to Establish Support and Resistance?

Support and resistance are like mirror images ave many common characteristics.

Highs and Lows:
Support can be established with the previous r@adbws. Resistance can be established by
using the previous reaction highs.

OM suppoxt
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The chart for HAL shows a large trading range betwbec-99 and Mar-00. Support was
established with the October low around 33. In Dawer, the stock returned to support in the
mid-thirties and formed a low around 34. FinaltyHebruary the stock again returned to the
support scene and formed a low around 33 1/2.

After each bounce off support, the stock tradedhallway up to resistance. Resistance was
first established by the September support bredR &t After a support level is broken, it can
turn into a resistance level. From the October |divs stock advanced to the new support-
turned-resistance level around 42.5. When the dtoldd to move past 42.5, the resistance
level was confirmed. The stock subsequently tragetb 42.5 two more times after that and
failed to surpass resistance both times.
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Support = Resistance

Another principle of technical analysis stipulatiest support can turn into resistance and visa
versa. Once the price breaks below a support lédwebroken support level can turn into
resistance. The break of support signals thatdree$ of supply have overcome the forces of
demand. Therefore, if the price returns to thiglethere is likely to be an increase in supply,
and hence resistance.

The other turn of the coin is resistance turnirtg support. As price moves above resistance,
it signals changes in supply and demand. The brealtwove resistance proves that the forces
of demand have overwhelmed the forces of supply.

If the price returns to this level, there is likébtybe an increase in demand and support will be
found.

Resistance Mew support
E stah lished here.
here.
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In the $NDX example, the market broke resistan@3&tin May-97 and traded just above
this resistance level for over a month. The abitityemain above resistance established 935
as a new support level. The stock then rose to,1dEChen fell back to test support at 935.
After the second test of support at 935, this lévelell established.
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PeopleSoft, Inc. (PSFT) nasdaq Mat. Lkt @ StockCharts.com
10-hiar-2000 Open 24.62 High 2528 Low 24.05 Close 2462 Volume 5.30 Chg +0.00 (+0.00 %) -
‘W PeopleSaft 24,62 (Daily)

From the PSFT example, we can see that suppotuoamto resistance and then back into
support. PSFT found support at 18 from Oct-98 te@ (green oval), but broke below
support in Mar-99 as the bears overpowered ths.bddhen the stock rebounded (red oval),
there was still overhead supply at 18 and resistaras met from Jun-99 to Oct-99.

Where does this overhead supply come from? Demasdolwiously increasing around 18
from Oct-98 to Mar-99 (green oval). Therefore, éherere a lot of buyers in the stock around
18. When the price declined past 18 and to arodndnany of these buyers were probably
still holding the stock. This left a supply overlgagicommonly known as resistance) around
18. When the stock rebounded to 18, many of thergowal-buyers (who bought around 18)
probably took the opportunity to sell. When thipgly was exhausted, the demand was able
to overpower supply and advance above resistant®. at
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Trading Range

Trading ranges can play an important role in deit@ing support and resistance as turning
points or as continuation patterns. A trading raisgeperiod of time when prices move
within a relatively tight range. This signals tiia¢ forces of supply and demand are evenly
balanced. When the price breaks out of the tradinge, above or below, it signals that a
winner has emerged. A break above is a victoryHerbulls (demand) and a break below is a
victory for the bears (supply).

WorldCom Group (WCOEQ) Fink @ StockCharts.com
11-0ct- 1999 Open 52,15 High 53.22 Low 51.20 Cloge 52.23 Volume 22 20 Chyg +2.00 (+3.00%) «
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After an extended advance from 27 to 64, WCOM ewaténto a trading range between 55
and 63 for about 5 months. There was a false brgakanid-June when the stock briefly
poked its head above 62 (red oval). This did rsttltang and a gap down a few days later
nullified the breakout (gray arrow). The stock thaceeded to break support at 55 in Aug-
99 and trade as low as 50. Here is another exaohgkgpport turned resistance as the stock
bounced off 55 two more times before heading lowérile this does not always happen, a

return to the new resistance level offers a sectwadhce for longs to get out and shorts to
enter the fray.
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Lucent Technelogies, Inc. (LU) nvse @ Stock Charts.com
20-Mar2000  Open 5660 High 55.70 Low 5265 Close 54.26 Volume 1250 Chg -2 64 (4.64%)
o Lucent 54,26 (Daily) [ 17 |
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In Nov/Dec-99, the LU formed a trading range tlestembled a head and shoulders pattern
(red oval). When the market broke support at 6€xethwvas little or no time to exit. Even
though the there is a long black candlestick inthggan open at 59, the stock fell so fast that
it was impossible to exit above 44. looking batle support line could have been drawn as
an upward sloping neckline (blue line) and the suppreak would have come at 61. This is
only 1 point higher and a trader would have hathke action immediately to avoid a sharp
fall. However, the lows match up rather nicely ba heckline and it is something to consider
when drawing support lines.

After LU declined, a trading range was establishetiveen 40.5 and 47.5 for almost two
months (green oval). The resistance level of theitig range was well marked by three
reaction peaks at 47.5. The support level was siatearly marked, but appeared to be
between 40 and 41. Some buying interest beganctanie evident around 44 in mid to late
February. Notice the array of candlesticks withglémwer shadows, or hammers as they are
known. The market then proceeded to form two ups gap24-Feb and 25-Feb, and close
above resistance at 48. This was a clear indicatia®mand winning out over supply. There
were still two more opportunities (days) to gebmthe action. On the third day after the
breakout, the stock gapped up and moved above 56.
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Support and Resistance Zones

Because technical analysis is not an exact scisooeetimes it's better to create support and
resistance zones. This is contrary to the strategyped out for LU, but it is sometimes the
case. Each market has its own characteristicshandrtalysis should reflect the personality of
the market. Sometimes exact support and resistanels are best and sometimes zones work
better. Generally, the tighter the trading ranige,more exact the level. If the trading range
spans less than 2 months and the price rangenis tigen more exact support and resistance
levels may be better. If a trading range spansraéwmonths and the price range is relatively
large, then it is probably best to use supportrasttance zones. These are only meant as
general guidelines and each trading range shoujddged on its own merit.

Halliburton Co. {HAL) nvsE @ StockCharts.com
15-hdarz000  Open 37.12 High 37.79 Low 35.74 Close 36.55 Yolume 1.8W Chg -0.26 (-0.70%) =
it Halliburton 26,55 (Daily]
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Returning to the analysis of HAL, we can see thatNovember high of the trading range (33
to 44) extended more than 20% past the low, makiagange quite large relative to the
price. Because the September support break formfrsturesistance level, we are ready to
set up a resistance zone after the November hifgiieed, probably around early December.
At this point though, we are still unsure if a latgading range will develop. The subsequent
low in December, which was just higher than theoDet low, offers evidence that a trading
range is forming and we are ready to set the stigpoe. As long as the stock trades within
the boundaries set by the support and resistanme ne& will consider the trading range to be
valid. Support may be looked upon as an opportunityuy and resistance as an opportunity
to sell.

In the preceding section, we saw how support asidteance levels can be penetrated by a
change in investor expectations (which resultsifisof the supply/demand lines). This
type of a change is often sudden and based on & new

event.
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TREND LINES

Draw trend-lines at pivots

Technical analysis is built on the assumption ghettes trend. Trend Lines are an important
tool in technical analysis for both trend idengfiion and confirmation. A trend line is a
straight line that connects two or more price poamnd then extends into the future to act as a
line of support or resistance. Many of the prinegpapplicable to support and resistance
levels can be applied to trend lines as well. iiMportant that you understand all of the
concepts presented in our Support and Resistaticke drefore you continue.

Up trend Line

An up trend line has a positive slope and is forimgdonnecting two of more low points.
The second low must be higher than the first ferlihe to have a positive slope. Up trend
lines act as support and indicate that net-demaeish@énd less supply) is increasing even as
the price rises. A rising price combined with iraseng demand is very bullish and shows a
strong determination on the part of the buyersloAg as prices remain above the trend line,
the up trend is considered solid and intact. A lbleglow the up trend line indicates that net-
demand has weakened and a change in trend coudahtiaent.

EMC Corp. (EMC) nvse @ StockCharts.com
11-Feb-2000 4:00pm  Open 54.50 High 59.85 Low 53.59 Last 57.12 Wolume 51.5M Chg +2.12
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Downtrend line

A downtrend line has a negative slope and is forbhedonnecting two or more high points.
The second high must be lower than the first ferlie to have a negative slope. Downtrend
lines act as resistance, and indicate that nethgiipppply less demand) is increasing even as
the price declines. A declining price combined witbreasing supply is very bearish and
shows the strong resolve of the sellers. As longrass remain below the downtrend line, the
downtrend is considered solid and intact. A brdakva the downtrend line indicates that net-

supply is decreasing and a change of trend coulchbenent.

For a detailed explanation of trend changes, warehdifferent than just trend line breaks,

please see our series on the Dow Theory.

Amazon.com, Inc. (AMZN) Nasdaq Nat. Mkt & StockCharts.com
20-Des-2002 Op =222 Hi 22.56 Lo 21.52 C1 21.93 Yol 23.30M Chg -0.25 (-1.13%)»
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Validation

It takes two or more points to draw a trend line Tlore points used to draw the trend line,
the more validity attached to the support or rasist level represented by the trend line. It
can sometimes be difficult to find more than 2 p®iinom which to construct a trend line
Even though trend lines are an important aspetgabinical analysis, it is not always possible
to draw trend lines on every price chart. Sometithedows or highs just don't match up, and
it is best not to force the issue. The generalirutechnical analysis is that it takes two points
to draw a trend line and the third point confirte validity.

Microsoft Corp. (MSFT) Masdag Mat. Mkt @ Stock Charts.com
3-marz000 4:00pm  Open 47.35 High 49.44 Low 46.94 Last 45.06 Wolume 35580 Chg +1.38
Wil Microsoft 45,06 (Daily) 160
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The chart of MSFT shows an up trend line that renhkiouched 4 times. After the third touch
in Nov-99, the trend line was considered a vahe lof support. Now that the stock has
bounced off of this level a fourth time, the souesk of the support level is enhanced even
more. As long as the stock remains above the firadqsupport), the trend will remain in
control of the bulls. A break below would signahtimet-supply was increasing and a change
in trend could be imminent.
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Angles

As the steepness of a trend line increases, tiityadf the support or resistance level
decreases. A steep trend line results from a sidrance (or decline) over a brief period of
time. The angle of a trend line created from su@rs moves is unlikely to offer a
meaningful support or resistance level. Even ifttead line is formed with three seemingly
valid points, attempting to play a trend line breakise the support and resistance level that
has been established will often prove difficult.

Yahoo!, Inc. (YHOO) nasdaq mat. 1k, @ Stock Charts.com
3-Feb-12999 4:00pm Open 40.22 High 45.00 Low 40.38 Last 44.75 Yolume 45.00 Chg +4.38 «
W rahoo! 44,76 (Daily) 360
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The trend line for YHOO was touched four times caé&-month period. The spacing

between the points appears OK, but the steepneke tfend line is unsustainable and the
price is more likely than not to drop below thentitdine. However, trying to time this drop or
make a play after the trend line is broken is &adift task. The amount of data displayed and
chart size can also affect the angle of a treral Bhort and wide charts are less likely to have
steep trend lines than long and narrow charts. Kieispn mind when assessing the validity
and sustainability of a trend line.

Conclusion

Trend lines can offer great insight, but if usegbioperly, they can also produce false signals.
Other items - such as horizontal support and @asist levels or peak-and-trough analysis -
should be employed to validate trend line breakkil&\trend lines have become a very
popular aspect of technical analysis, they are iyperee tool for establishing, analyzing, and
confirming a trend. Trend lines should not be ihalfarbiter, but should serve merely as a
warning that a change in trend may be imminentusing trend line breaks for warnings,
investors and traders can pay closer attentiother @onfirming signals for a potential
change in trend.
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PROJECTED SUPPORT AND
RESISTANCE

FIBONACCI

FIRST RISE FIRST FAILURE
PARABOLA HUNTS
CONTINUATION GAPS
SECOND HIGH SECOND LOW

PATTERN CYCLES

In prior sections we have talked about historicalgport and resistance.

Historical support and resistance is based on adthmhs and lows the market
has made in the past.

Projected support and resistance is predicted towat a level that has yet to
occur but has been calculated mathematically usiwbat has come to be
called "SACRED GEOMETRY."

In this section we will explore some of the compait®of projected support
and resistance levels.

You will learn about fibonacci numbers and how theyructure the shape of
the market by defining the limits of a retracement.
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PROJECTED SUPPORT AN RESISTANCE

While historical support and resistance are baseddbr price action of a market, there is
another type of support/resistance level. Theypaogected based on mathematics.

FIBONACCI TRADING

W.D. Gann, R.N. Elliott and others who traded adoag to universal physical laws, spent
years studying the market's mystical side, trymfigure out how obscure ideas could tap
hidden profits.

Most traders believe Fibonacci fits in the categafrynarket witchcraft, but this arcane
science has a basis in fact. A 12th century mormkvknas Fibonacci discovered a logical
sequence that appears throughout nature. BegimithdlL + 1, the sum of the last two
numbers that precede it creates another Fibonacacbar. For example: 1+1=2, 1+2=3,
2+3=5, 3+5=8, 5+8=13, 8+13=21, 13+21=34, 21+34+56,
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Major ratios between Fibonacci numbers identifyestpd retracement levels, as markets pull
back after rallies or sell offs. The most commoln fétracements are 38%, 50% and 62% of
the principal price movement. These are price kewdlere many traders expect important
reversals and bounces. For obvious reasons, tleseegresent entry signals in many short-
term strategies.

Fibonacci patterns and Elliott Waves are cou#asording to Elliott, major rallies or sell

offs occur in three primary waves, with two coutremd waves in between. These waves are
often boxed into major retracement levels.
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Markets swing off common retracements as they nfimra support to resistance and back.
But these dynamics have become harder to tradecant years. The popularity of Fibonacci
as a technical tool is the likely culprit. Many smglayers now trade against key retracement
levels because they know weaker hands will jumgt ithese prices. For example, they will
sell support just because of expectations of a t@anthat price level.

But Fibonacci applications still have tremendousi®dor swing traders. The trick is to use

an original approach. First, never trade a retracdnevel in a vacuum. Look for other forms
of support or resistance to show up at the sance pevel. For example, when you see a 50-
day moving average, an intermediate high and altiee converge at a 62% retracement, the
odds for an important reversal greatly increase.
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You can also learn to trade the Fibonacci whipsatand aside when price pulls back to a
deep retracement level. Let other traders takdditeand get shaken out when price breaks
through the number. Then let the market reversguang back across the retracement level.
Use this crossing as your entry signal. The mankstslly punish only one side of the action
at a time.

Fibonacci Tricks

Fibonacci jumped into the technical mainstream ilathe bull market. Futures traders had it
all to themselves until real-time software portedver to the equity markets. Its popularity
exploded as retail traders experimented with ita@e math and discovered its many virtues.

Fibonacci ratios describe the interaction betweend and countertrend markets -- 38%, 50%
and 62% retracements form the primary pullbacklieviepply these percentages after a trend
in either direction to predict the extent of theistertrend swing. Stretch a grid over the most
obvious up or down wave, and see how percentagss key price levels.

Convergence between pattern and retracement cahtpaxcellent trading opportunities.
Keep in mind that retracements work poorly in awan. Always examine highs, lows and
moving averages to confirm the importance of ai§ijpdevel. Discord between retracement
and the underlying pattern generates noise ingteprbfit. Move on to a new chart when
nothing lines up correctly. This divergence geresahost of the whipsaw in a price chart.
Alternatively, strong phasing between Fibonacci patiern exposes highly predictive
reversals at narrow price levels.
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First Rise/First Failure

Let's look at five tricks to improve your Fibonasgills. Add these twists and turns to your
toolbox and apply them to your next trade. | prantlgey'll serve you very well in the years
ahead.
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First Rise/First Failure marks the first 100% res&maent of a trend within your time frame of

interest. It provides an early reversal warningradt new high or low. The 100% retracement
violates the major price direction and terminatesttend it corrects. From this level, the old

trend can reestablish itself if it breaks throuigé old 38% level. More often, traders will use

that level to enter low-risk positions against tihe trend.
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Parabola Hunt
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Parabolic movement tends to occur between the 038% and 62%-to-100% Fibonacci
levels in all trends. This tendency offers a gteat for finding the big moves when looking
for trades. Watch for congestion to form at the 38%2% level. Then use a simple breakout
or breakdown strategy when price moves past it.rnehxe thrust can be dramatic, with price
moving like a magnet back to an old high or low.cDfirse, the strategy only works when
you can find these levels in advance.
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Continuation Gap Extensions
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You can often target the exact price a rally or a#lwill end at by using the continuation gap
as a Fibonacci extension tool. Identify the gajptéyocation at the dead center of a vertical
price wave. Then start a Fib grid at the beginmhthe trend and extend it so the gap sits
under the 50% retracement level. The grid extengants to the terminating price for the
rally or sell off.
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Second High/Low
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PATTERN CYCLES: AT TOPS

No trend lasts forever. Inevitably, crowd enthusiasutpaces a market's fundamentals and
rallies stall. But topping formations do not endttgnds all by themselves. These stopping
points may only signal short pauses that leaddbéri prices. Then again, they could be long-
term highs just before a major breakdown.

What hidden patterns can you use to identify and tade reversals before your

competition sees them? Successful short-term tradeget in the reversal door early and
allow the herd to trigger sharp price movementFamiliar trend-change formations, such as
the Head & Shoulders and Double Tops, take sotomgvelop that many profitable entries
pass before they finally signal an impending brieathe waiting crowd.

First Rise/First Failure offers traders an earlyhod to identify reversals following new

highs or lows in any time frame. First Rise/Firail&re identifies the first 100% retracement
of a dynamic trend move within the time frame dénest. In order for any trend to continue,
price movement should find support near a 62% cetreent, measured from the starting point
of the last thrust that pushed price to the neva loiglow. From this pullback, trend must base
and test its extension before it can break outitthér continuation highs or lows.

100% retracement violates the major price direcéind terminates the trend it corrects.
Completion also provides significant support/resise, where bounce trades can be initiated
with low risk. From this point, continuation trenaigy reawaken in the next larger time
frame by a new break through the 38% (prior 62% &1d continued push past the 62%
retracement, toward a test of the high/low extemsio

Bounce reversals represent superb entry points Weeh00% violation coincides with a
38% or 62% retracement of the next higher dynamie frame. However risk: reward
requires careful measurement, as the trade mayagen®re slowly than expected. In other
words, a successful position must be held throxgleeed congestion at the 38%-62% zone
before it can access a profitable retest of théldoiop/double bottom extreme.

Allow minor testing violations for all major Fibonacci retracements before taking
positions. Specialists and Market Makers know theskidden turning points and conduct
stop-gunning exercises to take out volume just begd the breaks.And watch out for
trend relativity errors. Bull and bear markets egimultaneously through different time
frames. Limit First Rise/First Failure trades te time frame for which the retracement
occurs unless cross-verification supports otherset

Every popular topping formation has its own unigaétern features. But all tell a common
tale of crowd disillusionment. Whether printed e imanic highs and lows of the Head &
Shoulders or the slow capitulation of the Risingdéye the final result remains the same.
Price breaks sharply to lower levels while unhagipgreholders unload positions as quickly
as they can.

Early in a rally, value and improving fundamentattsact knowledgeable holders. But as an
up trend develops, the motivation for new partinigebecomes vastly different. News of a
market's rise generates excitement and pulls igrtked crowd. These momentum players
slowly outnumber the value investors and stock muem becomes more volatile. The issue
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continues upward as this frantic buying crowd feedlgself well beyond most reasonable
price targets.

Both fire and ice will kill up-trends. As long dset greater fool mechanism holds, each new
long allows the previous one to turn a profit. Buatly changing conditions will force an end
to the upside action. A shock event, such as amnajws story, can suddenly kill the buying
enthusiasm, forcing a sharp and immediate reve@sahe trend's fuel just runs out as the last
interested buyer enters one last position.

Many traders mistakenly assume bulls turn into beas immediately following a

dramatic, high volume reversal. They enter short das well before the physics of topping
and decline rob the crowd of its momentum. In factthese early shorts provide fuel for
the sharp covering rallies seen in most topping fonations.

Skilled traders wait and measure the process of cved disillusionment before they enter
large short sales. Decline characteristics can begulicted with great accuracy using
pattern analysis. While they wait, the repeating character of the topping event provides
a natural playground for swing positions.
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TIME FRAME ANALYSIS

Any attempt to analyze price action must be relatie to the time period for which you
are trading.

Some traders invest over the long term, several weeto several months, and even years.
Then you have short term traders or speculators. [gculator have a much shorter time
frame and attempt to profit from short term price gyrations over a few minutes to a few

days.

If you are a long term investor you should be lookig at monthly and weekly charts for
your analysis.

If you are a swing or day trader you need to be Idang at the daily and intra-day charts.

Like the waves of the tide, the bigger waves takemger to take shape than the smaller
waves but also move a lot farther while undergointarger swings.

The pointis. You must stay relative to the timerme you are trading and the time
frame you are trading should reflect the amount otapital you are working with.

An intra-day chart may have swing of 100 points efter way. A weekly chart may
display 300 point swings. A monthly chart may show@00 point swings.

So, can you afford a 100 point, 300 point, or 6000mt draw-down to your trading
capital.

The good thing is that markets are fractal. The sae trade signal patterns show up on
every time frame. Cycles within cycles.

The more capital you have, the larger the cycle tligyou can trade, and the larger the
potential profit or loss on the trade.

The less capital you have, the smaller the cycle yean afford to trade and the smaller
potential profit or loss.

In this section we will discuss the issue of TRENBELATIVITY.
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TIME TRADING

Sophisticated technical indicators evolve from dergata inputs of price and time. While
most traders understand how price patterns revedéh opportunity, many fail to
comprehend how time impacts both tactics and resiuicking a skilled understanding of
opportunity cost, they misinterpret signals andte/asluable resourceSr, trapped in
common trend relativity errors, they prepare tradesin one time frame but execute them
in another.

Opportunity cost defines how the trader manipulatesking capital. For example, this
important concept reveals why cutting losses edfitly is so important for long term survival.
By its nature, taking any market position dictates those funds will not be available for
another trade. This becomes a critical issue oawtaraw-downs when individual trades
can dictate success or failure for the trader.

All trends in the markets are time frame specHior example, the existence of an up-trend in
a daily chart says nothing about the trend in tloatimy or intra-day chart. This highlights the
importance of correct time input in preparing tachhindicators or reading chart patterns.
While improperly time-tuned technical analysis gs effectiveness, proper time readings
will prove to be startlingly accurate with othereisiediocre data input.

Time Summation of indicators falls into three gaheategories: .

- Moving averages of elements such as price omeelu

- Relationships between the open, close, high amoMoof individual bars
- Repeating cycles of price or volume behavior

Time Period of indicators falls into three genexategories:

- Short Term

- Intermediate Term
- Long Term
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Individual units of time are best viewed as relafperiods, as opposed to daily, weekly or
monthly lengths. Since no two traders trade in #ydlce same time frame, patterns and
indicators must serve a broad range of uses. Fatelyn technical analysis studies a fractal
market. Valid predictions may be made with indicatdeveloped from 5-min bars or monthly
ones in exactly the same manrient don't be fooled: prediction can only be made irthe
same time frame as the tools being used to study it
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Trend Relativity Trends are dependent on the time frame in whichayewiewing them.
While IBM shows a promising reversal taking placete intraday, the daily and weekly
show a major correction in progress. Notice howwrezkly reveals an excellent buy point at
the top of the multiyear price channel, a suppevel completely missed on the daily chart.

Keep in mind that markets often move in 1-2-3 pageCountertrends follow a natural
tendency to pullback, bounce and then pullbackralgefore finding support. Traders often
fool themselves by jumping on the first bounce eathan waiting for the corrective move to
unwind. The deeper a stock corrects, the lessylikelill take out the old trend high and
break into another wave. For this reason, onlyttagid small 1-2-3 patterns signal new trend
movement.

You have seen how trend is the tide that that pu#teemajor price movement and how price
establishes support and resistance zones at tddsostoms all occurring in the direction of,
and reacting within the major trend or tide.
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Time Frame DivergencePrice action in 3 time frames generates differemport-resistance
considerations while Qualcomm tries to halt a shdegline. The daily chart prints a hammer
reversal near a 6-month low. The 60-minute chaoveha bearish pullback into an ugly
down gap, while the 5-minute chart offers shortrtéraders excellent profits through a
midday bounce near whole numbers.

Any analysis should be done within the contextbigast the next longest time frame. An
intra-day analysis Should consider the daily pacgon. A daily analysis should consider the
weekly price action. A weekly analysis should é¢dasthe monthly price action. Monthly
analysis Should consider yearly price action.
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WHY YOU SHOULD TRADE IN THE
DIRECTION OF THE HEAD AND SHOULDERS

How would you define balance?
Imbalances cause predictable deviations in a psnsosture.

The first definition of balance is comparable tattbf stability or the ability to control your
body's center of mass.

Postural sway demonstrates a deviation of the ceftgavity from balance

When encountering by a force that dislocates balamt®ody must turn or fall backwards.
There are mechanics of turning in such a way asaotain balance.

SHOULDER HEAD SHOULDER

THE BALANCE MECHANICS OF A STANDING HUMAN OPERATE EXACTLY
LIKE A BALANCE BEAM SCALE:

The shoulders are the first key to balance. Whershoulders are level balance is

maintained. When the shoulders become uneverapastgle of 45 degrees, an area of
critical mass is reached. Critical mass is a poimto return. Once past critical mass is
reached a body must fall due to the severity oifrtitgalance . A point which once past, a

body will instinctively react or take steps to reghalance. This reaction is calleaotion.
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When you see a man in this position he has reaateangulation point. Even a child can
see that this man is off balance and is aboutlto ffayou bet on a resulting fall from this
body posture, don't you think you'd be right astéaout of 10 times.
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It is obvious in this illustration that the manaigout to fall. The reactions of an off balance
man are predictable. Now, look at the arms of tl@.mAs you can see his arms swing
upward. That is because balance begins at thedrehdhoulders the first reaction is to
swing the arms up in an effort to level the shorddeThis reaction will temporarily slow the
momentum of the fall and then the downward momeniuihcontinue.

After the first reaction of swinging the arms fditsreestablish balance, how far will the man
fall? He will fall until he can find support. the illustration above the table is the first level
of support. Before the man falls all the way te tloor he will reach out and grab the table to
catch and support his weight.

If the table is strong enough it will stop his fallhe fall must stop before he can reestablish
his balance. A man can only rise from a positibbadance and support. you cannot rise
unless you have some type of support to push off of

Well, I'm sure you've never lost your balance agil] but for those of us who have, the first
thing we do is start flailing our arms in an attérngpgrab something to break our fall (catch
our balance).

The concept of support and resistance is so impoibetrading markets that the theme will be
repeated throughout this manual.
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The illustration below represents the apparatusatdnce for everything in creation. When
you draw a circle around a man what you get isamogxact circle. What you get is called an
elliptic circle or an elliptical orbit.

Did you know that the orbits of planets are norwder but elliptical. You may be thinking,
"what does this have to do with markets. Listearkats are a part of the universal wholeness
of creation. A planet is in balance with it's sagstem. A solar system is in balance with it's
galaxy. A galaxy is in balance with it's univees®l a universe is in balance with it's
dimension. As it says in the bible and has beere with the discovery of fractals, " As
above, so below.

Most solar system objects that we are familiar wké the planets, asteroids, even the
particles in the rings of Saturn are all in elliati orbits. Most of these orbits are very nearly
circular, but once again, to be considered "circulaey have to be perfectly circular. To my
knowledge, there is nothing in a truly circular ibdround the Sun. Anything in a circular
orbit crashes into the sun and burns up.

A more down to earth description of an ellipse isa say it forms the shape of an Egg. We
all know what comes from eggs and it is life.
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But more to the point of our discussion lets looktethe motion of an egg. If you push a
circle it will roll but, if you push an egg from one end it will rock back and forth like a
see-saw. A circle has no beginning or end. Likée universe, and man himself, a
market is just another egg of creation and thus théirth of motion springs from this
shape.

In the meantime take a look at this ellipse or agd discover how it relates T\REND.

The force is pushing that end of the egg upwardweéver, even though the current motion of
the egg is upward theendis still down because the weight and angle of gyavbo, if the
momentum of the upward force slows down, The gatiaibal force will push the egg back
down. This is exactly the way it works in a finalenarket.

If you think markets are not subject to gravity tee why markets fall faster than they rise?
Why does it take more buying energy for a markeis®e than it does to fall. The fact is that
it takes no energy to fall. A body will fall due it's own weight unless it has support. This,
my friend, is basic gravity.
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In the above illustration the upward force wasisiéght to push the egg up to a position of
balance. At this point, if you take away the upidvaushing force, the egg is in balance so it
will not move until acted upon by another unbalahfce. At this point you would not bet
on the direction that the egg will roll because ymuld be simply guessing or gambling.
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As we can see in this illustration the upward fdres pushed the egg past the point of perfect
balance. The first angle of support is 45 degrééss is the angle of triangulation. It is the
point of no return. Once a body has passed thig gia&cannot go back in the opposite
direction until it reaches the next angle of suppdrich is 90 degrees.

The trend has now changed. The egg may reactraceeto the 45 degree angle and bounce
back down. The balance of the egg has now shiftélde new direction. Once past the
triangulation point or 45 degree angle, man or reiablecomes predictable. From here on we

will refer to the triangulation point as tiggvot point.

Once again, this is how balance works for all thingjin creation.

In our illustrations the upward force was suffidiém push the egg up to a position of
balance. At this point, if you take away the upidvaushing force, the egg is in balance so it
will not move until acted upon by another unbalahface. At this point you would not bet
on the direction that the egg will roll because ymuld be simply guessing or gambling. But
once past the pivot point

You have predictability.
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As a side note to all of this, scientists call gnaion a "Law" when they discover something
that they see as fundamental to the way entireeus@works and that has never been
contradicted by other empirical evidence that dam'explained. The whole strength behind
Kepler's First Law was that it allowed for the ftgypositions of the planets to be predicted
precisely far into the future, something that hader been possible before with the
previously proposed complicated schemes. The ielliborbit idea was so simple while
neatly explaining and predicting planetary motiatremely well that it was seen as a
fundamental revolution in scientific thinking. Hawvs explained the facts of how scientists
knew the universe behaved.

If we can predict the precise position a planet belin far into the future, don't you think the
precise position of a market can be predicted al@bat is more preeminent? The universe

or a market. So, if you think I'm wrong you argieg that man and his markets are stronger
than the forces of nature. Or market forces amnger than nature's forces.
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HOW TO KNOW WHEN TREND HAS CHANGED?

There is one chart pattern that makes an appearanc&henever a major trend change
takes place. If you want to know where the trend égan look back for the most recent
head and shoulders pattern. If you want to know wan the trend will end, just wait for
the next head and shoulders pattern.

HEAD AND SHOULDERS PATTERNS

HEAD AND SHOULDERS TOP:

A head and shoulders pattern consists of a pelkvfetl by a higher peak and a lower peak
with a break below the neckline. The necklineresah through the points of the two
intervening troughs and may slope upward or dowdwd sloping neckline is more reliable
as a signal.

The extent of the breakout move can be estimataddgsuring from the top of the middle
peak down to the neckline. This target is thenguted downwards from the point of the
breakout.

77



Volume Confirmation:

High volume during formation the first peak,
Moderate volume during formation the middle peak,

Low volume during formation of the third peak, amdharp increase in volume on
the break below the neckline.

Trading Signals:

Sell (go short) at breakout below the neckline.

Place a stop - loss just above the last peak.

After the breakout, price often rallies back to tieekline, which then acts as resistance level.
Sell (go short) on a reversal signal and placeja stoss one tick above the resistance level.
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HEAD AND SHOULDERS BOTTOM

Inverted Head and Shoulders:

With inverted head and shoulders the necklineasvdrthrough the highest point of the two
intervening peaks. A downward sloping necklinenalg continuing weakness and is less
reliable as a reversal signal.

The extent of the breakout move can be estimataddgsuring from the top of the middle
trough up to the neckline. This target is therjgmt®d upwards from the point of the
breakout.

Volume Confirmation:

High volume during formation of the first trough,
Moderate volume during formation of the secondgiqu
High volume during formation of the third trougimda

A sharp increase in volume at the breakout
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Trading Signals:

Buy (go long) at breakout above the neckline.

Place a stop - loss one tick below the last trough.

There is frequently a correction back to the neeklwhich then acts as a support level. Buy
(go long) on a reversal signal and place a stogs bne tick below the support.

Never trust an inverted head and shoulders pattbene the neckline is clearly descending
(the second peak being lower than the first). Mioee level the neckline, the more reliable
the pattern.

Summary: Completion of a head and shoulders patta signals a reversal in the
Balance of power from long to short or from short b long.

Now you know what a head and shoulders pattemuhisther you should trade long or short,
how to confirm the pattern with volume and anglehaf neck line, where to enter your trade,
where to take your profits, and where to place ygiap loss.
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THE MAN ON THE CHARTS:

By now you can see the head and shoulders pasi@neproduction of the head,
shoulders and neck of the man on the charts. Bué tls more!

The amazing thing is that the head and shoulddtsrpas not only a visual
representationf a man. It is a mathematical reproductidra man.

The word "Representatibmeans symbol, image, depiction, illustration,
demonstration, or sign.

The word "Reproductidmrmeans original, copy, duplicate, facsimile, qoliea.
The angle of his shoulders tells you his stateatdifice. But there is more!
A man has more than the body parts discussed abid@@lso has legs and feet.

The length of the move from the top of the rightdder to the target price
represent the leg he is striding with. Each pbiaerepresents a footstep, and he
will pivot before each turn (high or low).
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MECHANICS OF A MARKET SWING

WHAT IS A SWING

STOP PLACEMENT

The up and down movements of market price are calteswings. The most
profitable time to enter a trade is when the swingeverses.

When the swing reverses there is a stampede of bogiand selling activity
from which momentum is gained for the next directimal price thrust.

Like the pendulum on a grandfather clock, once a sing has started, it will
continue to the next support or resistance level.

In this section we will discuss what a swing is anldow it helps you place
your stop loss.

There is a specific chart pattern which alerts withhigh probability that a
market swing has occurred.

After a swing has started, momentum will carry price to the next support or
resistance level.

The mechanics of a market swing are exactly like tnmechanics of a man
executing turns or swings while walking.

A market swings on temporary imbalances of supply@d demand.

In this section you will see what a market swing jsand how knowing when
a market swings has occurred tips you to the moskkly direction of the
next price wave.

You will see how knowledge of a market swing show®u the best places for
your stops.
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MARKET SWINGS

Within the major trends are occurring smaller tiendlled swings. Like the smaller waves
that are going out against the tide there are smptice waves occurring within the tide
called trend.

A market swings up to resistance and swings dovaupport. After a trend has been
established price will swing up and down in theediion of the trend. Prices will move up
and down between short term highs and lows, sugpattesistance, all within the context of
the trend. So next we need to talk about swings.

What is a market swing
When has the market swung
Where will the market swing
How does a market swing
Why does a market swing
Who makes the market swing

To understand the where's and why's of stop Iasepient, we must first understand market
movement. A brief explanation of this is called BgvMovement. It's been better popularized
as the Fibonacci Retracements.

A Swing is a movement from low to high, or highidav.
For example, a 1-2-3 bottom consists of 4 swingg@ Move which ends at the #1 point low is

a down swing. The rally up to the #2 point is awap swing, while the swing down to the
#3 point is a swing, and the rally which penetrabes#2 point is the 4th and final swing.
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So when you examine charts you should look atwiegs and look for markets which are
making higher highs and higher lows to buy, whibel yook for markets which are making
lower highs and lower lows to sell.

After the trend has been defined, you must figure t where the trend would changeFor
a Bull Market it would be the last swing low (po#i on the above chart). For a Bear Market
it would be the last swing high.

In other words, the basic rule is to trade in the @ection of the trend and risk the trade
to where the trend is no longer valid, as a maximurstop loss.

When the #2 point is penetrated, the market is ngakiwer lows. This pattern is the very
definition of a Bull Market turning to a Bear Matkdherefore we place our stop order to
enter the market on a break out or any penetratidine #2 point. If the market then turns
around and breaks back past the #3 point, it wbale just broke the Bear Market rule. (The
market would no longer be making lower highs.)

123 Top Formation. (Where to place your stop loss?)

1 Industry Standard, recommended stop loss placement.

3 More conservative stop loss placement.

ﬂ Place order on breakout.

you should place your stop loss order more consigehg, just behind the #3 point as
opposed to waiting for the market to break the ¢ihtp Each extreme of a swing, should act
as support or resistance. The same rules appby 1@3 Top formation, are also good for a
123 Bottom formation.

The price bars on a chart are nothing more thafoibiprints of the man on the charts. They
share the same anatomy of a human footprint argj tdaum be tracked the same way a lost
camper in the wilderness can be tracked.

Have you ever seen footprints in the snow? Haweeyer followed footprints while looking
for you friends playing hide and seek?

Can't you look at the footprints and tell what kofdanimal left the tracks?

In the next section we will begin to learn howtack the man on the charts.
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In the illustration above the weightlifter can lifte weights as long as the weights are evenly

balanced. But what happens if we add more we@bhe side and not the other. For sake of

example we will say that the weightlifter canndeese the weights. They are an extension of
his body.

The unbalanced weight would force the other sidei®body to turn or swing around TO
THE UNBALANCED SIDE. The market operates accordioghese same principles. The
weightlifter did not chose to turn, the force oagity or weight forces him to swing.

In a market there are three forces. Buyers, Sebed gravity. These forces cause man and
market into cyclic swings of balance and imbalam@tion and reaction, up and down.
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FOOTPINTS OF THE MARKET

Stride - Two steps right -left-right (R-L-R) or left-righeft (L-R-L) that is the distance
between one footprint artle next footprint made by that same foot.

Key track-way measurements inclyakece, stride,andpace angleThe terms "pace" and
"stride" were often used inconsistently in the pBistwever, today the term pace (or step)
refers to the distance from one footprint to aegponding point on the next succeeding print
(in other words, from a right to a left, or a l&dta right). The stride is the distance from one
footprint to a corresponding point on the next pahthe same foot (say, from a right to the
next right print). Pace angle (the same as stefgpisgthe angle formed between two
successive paces.

One popular exercise using track-way measurememndsastimate the speed of the track-
maker. Generallyif the pace distance is four or more times the trdclength, one can
describe the gait as "running." The estimated speed of travel can be calculatejusi
formulas developed by R. M. Alexander and othelsxXander, 1989).

An experienced tracker can tell a lot just by footpints

Merlin, who previously tracked continued lion prese in Tucson's Saguaro National Park
West, says animal tracks "tell you all kinds ohts, including the gender and mood of an
animal, whether it's playful and frisky or in a himg mode."

"If you look at this track, you can see energyjtdddac Stewart, the tracker at that station,
pointing to a track with sand sort of pushed intadge along one edgét's a slowdown
and a direction change. It's a decision."

Trackers also measure the distance between tradied determine the animal's speed and
gait, as well as notingow the feet fell in relation to each other.
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If the footprints are deep and the pace is longpiarty is moving rapidly. Very long strides
and deep prints, with toe prints deeper than heelsy indicate that the party is running. If
the prints are deep, short, and widely spaced, sigghs of scuffing or shuffling, a heavy load
is probably being carried by the person who ledthints

You can also determine a person's sex by studiimgize and position of the footprints.
Women generally tend to be pigeon-toed, while marally walk with their feet pointed
straight ahead or slightly to the outside. Womenists are usually smaller than men's, and
their strides are usually shorter.

If a party knows that it is being followed, it magtempt to hide its tracks. Persons walking

backward have a short, irregular stride. The piage an unusually deep toe. The soil will
be kicked in the direction of movement.
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HEAL, TOE, AND BALL OF FOOT - (Anatomy of human foot and market price bar)

PACE, STRIDE, AND PACE ANGLE - (Units of measurements for tracking footprints of
animals and markets)

These combination of elements allow a tracker terd@ne the prior actions of the animal
being tracked, such as, if the animal was;

WALKING, RUNNING, JUMPING, FALLING, TURNING, STUMBL ING, OR
RESTING (PREVIOUS ACTIONS OF AN ORGANISM THAT CAN BE DETERMED
BY FOOTPRINT ANALYSIS)

From this position, what would happen if the persortried to suddenly turn in the
opposite direction? Of course, he/she would losalance and fall. Before the person
can even begin to turn. the foot that is in the aimust touch the ground or balance will
be lost and a stumble and/or fall must occur.

Ensuing actions of the organism can also be pregeloy this type of analysis. Let's assume
you are tracking a person and you are only onesteptbehind themBased on their last
footprint you are trying to guess where their nextfootstep will fall. Depending upon

where the last footprint fell, you can determinaséxd on the rules of balance, where the foot
can fall. The first and easiest thing to figur&\ikere the foot cannot fall. For example; In
the figure below can the person make a 180 degreeahd step in the opposite direction with
the next step? Obviously not!

Even when the foot does touch down it must touckindim a certain location to make the 180
degree maneuver possible. You see, the foot hasitthh down with at least the toes farther
ahead of the foot that is still on the ground dabee will be lost and a stumble and/or fall
will ensue.

Would you place a bet on these biomechanical fattg@uld. That's a slam-dunk bet if |
ever saw one. You would not be betting on whaptrsonwill or will not do. You would
be betting on what the persoan or cannot do based on physical laws of nature. Like,
gravity, balance and momentum.
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The illustration above shows the correlation betwihe human foot and a market Price bar.
In other words, a price bar is the footprint of themarket.
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MARKET FOOTPRINTS

Price action is the footprint of the market. Eaeln tepresents a footprint. Let's start with the
basics. The bars on the chart below are labelé&@dsrs commonly referred to them.

Up Bar: is a bar with a higher high and higher low thanghevious bar. The bars marked off
are in an up trend. Notice how the close is highan the open until what turns out to be the
last bar of the trend where the close is lower tha@wopen. There were more sellers then
buyers on the last bar.

Down Bar: is a bar with a lower high and lower low than phevious bar. The bars marked
off are in a down trend. Notice how the close isdothan the open until what turns out to be
the last bar of the trend where the close is hitjinen the open. There were more buyers then
sellers on the last bar.

Inside Bar: also called a narrow range bar, is a bar withhigh that is lower than the
previous bar and low that is higher than the previbar. Some traders do not consider an
inside bar that has either an equal high or anldgqweas an inside bar, others do. Inside bars
usually represent market indecision. As on any tharcloser the open and close are to each
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other shows just how undecided the market is @bareihe buyers or sellers are in control.
Buyers are in control on the inside bar markednenchart because the close is at the top of
the bar.

Outside Bar: also called a Wide Range or Engulfing Bar, is mviiéh a high that is higher
than the previous bar and with a low that is lotixan the previous bar thereby engulfing the
previous bar. Since the open and close are clgsthter on the marked bar, neither the
buyers or the sellers are in control and the maskehdecided which way to go.

When the open is in the bottom quarter/third oftiaeand the close is in the top quarter/third
of the bar, it is said to be bullish engulfing witte buyers in control. When the open is in the
top quarter/third of the bar and the close is slibttom quarter/third, it is said to be bearish
engulfing with the sellers in control.

Another definition used for this bar - especiaflgandlestick charts are used - is that the open
and close have to engulf the previous bars operclasé and not just the high and low of the
bar. With this definition, the wide range bar ogelfing bar does not need to have a higher
high or lower low to qualify. The first definitiomost probably came about with bar charts
where it is harder to notice the open and close.

The following chart has the swing highs and lowsked in both an up trend and a down
trend. Price on a given time frame is in an updriéit is making a higher highs (HH) and a
high lows (HL) and in a down trend if it is makitayver highs (LH) and lower lows (LL). If
price is doing anything else, it is in a consoliolatpattern - range, triangle, pennant,
rectangle etc.
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The trend is considered in place until price idarger making higher highs and higher lows
in an up trend or lower highs and lower lows inoavd trend. After a trend is broken, there is
usually a period of consolidation that is easiesde on a lower time frame. With practice,
you will be able to visualize this going on withdabking at the lower time frame.

When price is in a consolidation pattern that temfreferred to as chop, it is usually in a
range with no trend pattern to the swing highs lanc.

The above chart shows how an exact test of higbvomay mean a change in trend as it
failed to make a higher high on test of last swhigh or a lower low on test of last swing
low.

A. Price was making HHs and HLs until price testezlgrior swing high at
B. Price made a LL and LH until price tested th@pswing low at B.

C. Price made a LH (The bar that does not touchdtr@) until price tested the prior swing
low at C.

D. Price was making HHs and HLs until price testezgrior swing high at
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It is possible for one time frame to be in one drand another time frame to be in a different
trend or show consolidation. This is where the gaitaend within a trend' andswing

within a swing regarding price action and the different time frarnemes from. An example
would be that while price may be rising on a daltart, the intra-day chart will show
retracements, corrections of various types andatmagion periods.

The true meaning of this and how it can influencantrading, eludes many. The following
exercise is an excellent way to learn what the gghitsend within trend’ means visually.

Pull up a 15 minutes chart and mark the highs gisemihigh (HH) or lower high (LH) and the
lows as lower low (LL) or higher low (HL). (The reotool was used in Ensign to mark these
charts.) You can also print out the chart and nitaok hand. Use red lines if price in a down
trend and green lines if price in an up trend. Ratver price is in an up trend if it is making
HH - and HL and in a down trend if it is making ladd LL. If price is doing anything else, it
can be a consolidation pattern - range, triangdenpnt, rectangle etc.

Points labeled 1-4 on the example chart are irvendeend. Points labeled 5-8 are in an up
trend.
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Now take the same chart and change the time fraraétminutes chart, keeping the colored
notes and numbers from the 15 minute by using &daopk with the L to lock lines in

Ensign. Mark the new highs and lows with green nemslior an up trend and red numbers for
a down trend.

Now we can see by the yellow HH and LL what trendn the 15 minute at the same time we
are able to see the trend on the 5 minute.

Both charts are in a down trend until the 5 mimatkes a HH at the first green #1. The down
trend is broken when the LH at black #3 is exceeBede then goes on to make a HL
starting an up trend that continues until price esa& lower high at the red #1. The 15 minute
just made a HH at the black #5 and will not maké_auntil black #6. At this point, we are
expecting a HL on the 15 minute, and are waitingaftong signal on the 5 minute. Some
traders would take the entry on the pair of revdraes at red #2, others would wait until the
last swing high at red #1 is exceeded.

The time frames are now in agreement (shown byng#ée#4) up to the black #7 HH. After
the HH at #7, the 5 minute goes into a down tread\n by red #1-#6) to what is still a HL
on the 15 minute at #8. So, while the 15 minuteepaction shows only two trends, the 5
minute shows five different trends!

While you may trade the trends on the smaller firame, waiting for price action to show it

is going to move in the same direction as the latigee frame is trading with the trend. The
trend is your friend!
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THE RELATIONSHIP BETWEEN PRICE BARS AND
FOOTPRINTS

http://www.gamasutra.com/features/20010727/rinquepfv.htm

A body is in balance when you can trace a vertinal
from the pit of the neck, the ankle of the supmartioot,
or to a line that joins the two ankles.
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The twisting motions of the body are designed t@ gi
more amplitude to any motion, while at the samestim
being very cost effective in terms of energy.
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The body of the candlestick is called teal body and represents the range between the open and
closing prices.

A black or filled-in body represents that the closging that time period was lower than the open,
(normally considered bearish) and when the bodypén or white, that means the close was higher than
the open (normally bullish).

The thin vertical line above and/or below the taadly is called thepper/lowershadow representing
the high/low price extremes for the period.
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The Black Candlestick-- when the close is lower than the open.

The White Candlestick-- when the close is higher than the open.

The Shaven Head- a candlestick with napper shadow.
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The Shaven Bottom-- a candlestick with nlower shadow.

Spinning Tops-- candlesticks with smatkal bodies and when appearing within a sideways choppy ntarke
they represent equilibrium between the bulls ardddars. They can be eithvehnite or black

Doji Lines -- have naeal body but instead have a horizontal line. This repressestien the Open and Close are
the same or very close. The length ofshadowcan vary.
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THE LAWS OF CHARTS AND MEN

There are laws of men and laws of nature. The t#wsan change from generation to
generation and culture to culture. Has the lagrafity ever changed? | think not!

Gravity is the supreme law of motion. In this smtiwe will discuss the lesser laws that fall
under the government of gravity. These lesser laast to gravity And are produced by the
effects of a body's reaction to gravity.

Newton's first law of motion states that if the foces of an object are in balance, the
speed and direction of the object will not change.

This means that if an object is not moving it ity still. If the object is moving it will
continue in a straight line at a constant speed.

( In other words, if left alone an object will contnue doing whatever it is doing)
But, what if forces are not in balance? What happghen?

If forces are not in balance the object or body agtelerate, which may mean, speeding up,
slowing down, or changing direction.

If we apply an unbalanced force to an object it adlcelerate.

If we apply twice the force we get twice the accatien.

If we apply the same force to twice the mass welavouly get half the
acceleration.

| say it again. Imbalance causes motion on theipghl mental and spiritual levels. This fact
has been shown by our greatest scientific minds.

Market price movements are caused by an unbalawguay and demand situation. This fact
has been shown by our greatest economic scientists.

These same laws are reflected on a chart if yowKmmw to interpret the signals.
The same natural laws or forces that work on mastlso work on anything created by

man. Markets are a man made creation. A charsizapshot of these laws and forces in
effect.

In this section we will discuss some of the physicand mental laws of
charts and men...
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THE LAWS OF CHARTS AND MEN

THE LAW OF PROBABILITIES

When you set up your trading this way you are patly betting on the marketrou are
betting on the laws of mathematical probability The laws of numbers. You are betting
that at a given point, price will move up $100 befi falls $50. Or... price will fall $100
before if rises $50. You don't have to predictrierket. You only need to identify high
probability situations of momentum.

THE LAW OF TURNS

Once an object has turned, the laws of motion tidteat, momentum must carry it in the
direction turned for a minimum distance beforedbgect can turn and go in the opposite
direction.

When you are running you can't instantly stop amdlrack in the opposite directioiY.ou
must go through the process of stopping and turbefgre you can head in the opposite
direction.

Markets must go through this same process, anda® @verything that is in motion. When
you are driving down the street and you want tangihe opposite direction the car can't turn
and instantly go in the other direction. You mstsfp on the breaks, and then turn the steering
wheel, etc.... Itis a process.

THE LAW OF MOMENTUM

Now, when you are running and you are in the middeirning, what if you changed your
mind and decided you didn't want to turn after &@t, you have already started to turn.
Your center of balance is already in the new dioect You can still turn back in your
original direction but your momentum will carry yawcertain distance before you can do it.
If you slam on the brakes you will

Skid before coming to a stoMarkets follow the same process.

There is a certain point in the turn where yourteeaf balance shifts over to the new
direction. It is at this point where the laws admmentum take over. After momentum kicks
there are a minimum number of steps required tblengu to turn back without losing you
balance. If you stop without taking the additiostdps needed to break down.

THE LAW OF SIMILARITIES

Man and market are one.

Man walks on two feetA market walks on two feet

A man has a head and two shouldeksnarket has a head and two shoulders
Man reacts to fear and greeél.market reacts to fear and greed
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Man has a center of gravitylarket has a center of gravity.

A man walks on two feetThe market walks on two feet

A man must have balance to ris&@ market must have balance to rise.

A man must go through a process before turnihgnarket must go through a process
before turning.

The proportions of a man follow sacred geomefriie proportions of a market follow
sacred geometry

THE LAW OF ENERGY

There can be no force without energy. A force'lsush or pull upon an object or body."
A force must draw energy from somewhere to fuifidl function.

Energy comes from many sources, including the sugn, earth, nature, water, food, wind,
storms, fire, emotions, and movement. People eareygy with them at all times. Energy
creates forces. Forces generate temporary imkegddram their interactions. Imbalances
must, by all laws of nature, result in motion.

In a market, each buy and sell transaction represda a unit of energy. Energy creates
forces. Think of each buy and sell transaction as lightening strikes of energy into and
out of the market. The bolts are hitting either It or right arm of the market.

THE LAW OF ONE MIND

A market chart/graph is nothing more than, the teévision receiver that is displaying the
moving body of the collective mind of man in motion A market moves as one organism
with one mind.

The picture you see on your television screen ighmactual person is it? No. The camera
is gathering bits of photons and electrons andisgrtiem to your television box, which
arranges the bits of information into patterns ffwat can recognizeThese patterns are
called images.

A chart is a television receiver that is receiving anéaging bits of price data and
displaying the data to you as an image. Whatdwecamera is recording will be the image
that is displayed on the receiver. Just like asignal, if you are tuned in to the wrong
channel all you may see is a bunch of fuzzy dotslimes. Buturn to the right station and
you will see recognizable imagesYou cannot see the man on the charts becauseéoyou
know what channel to tune to.

If the camera is recording a man walking, running turning, then the television receiver
will display the image of the man walking, runniaigd turning but, you can't see him unless
you're tuned in to the station that is broadcadtiegsignal.

Since the market camera is recording the colledoresciousness of man in motion, the
television receiver, that is the charts, must digphe image of a man in motioithe only
reason you can't see him is you haven't been loolgrfor him. Now you're tuned to the
correct channel.
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A chart is like a moving video of a man walking andning. Turning left then turning right.
He is forced to turn because he keeps runningwalts of fear and greed that knock him off
balance from time to time.

Just as a camera records billions of bite of digi#da and send the data to your television
receiver, which puts the bites of data back togdthédisplay recognizable patterns or
images. A chart is the receiver that receivesopidl of bites of market data more commonly
known as buy and sell transactions, and reconstroatket data into recognizable patterns or
images.

THE LAW OF BALANCE

In the ancient sport of martial arts there is antealled'The Triangulation Point."
Triangulation is the positioning of the human body at an anglerelit cannot recover from
force being applied to it. Or... The point where ywa so off balance there is nothing you
can do to prevent from falling.

A market also has triangulation points. It worka&ly the same for market as it does for
man.

Everything in existence has a center of gravitgitiNer your center of gravity nor a market's
center of gravity can be moved it can only be extatWhen your body or a market has
reached a triangulation point that means the carftgravity has rotated to the new direction
and momentum must carry man or market for a distémat can be mathematically
calculated.

THE LAW OF ANGLES

Just as you can take one look at a man and tedl i$ at a triangulation point, you can look at
a market chart and do the some thing.

Have you ever seen a high-wire trapeze artist akWdcven the little kids ooh and aah
whenever they think the man is about to fall. Awviten does he look like he's going to fall?
Based on the angle of his body. Every time it ®lke he has hit the point of triangulation
you think he's going to fall. You don't need angthematical ability. You can see his
imbalance based on the angle of his body.

You can do the same thing with the angle of theketavody. The man on the charts.

THE LAW OF SUPPORT

A falling man will continue to fall until he findsupport. A market will fall until it finds
support. Think about this. When you lose your balance dad o fall what's t the first

thing you do. You instinctively reach out with yarms to try to grab something to give you
support. If you can't grab anything for supportioa way down you will fall until you hit the
ground, which is the ultimate support.

The point is, when you are falling you cannot again until you get to some kind of
support. You must have support to have sometlimysh off of in order to rise. The fact is,
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all the way down to the ground you are trying 8®rbut you are not in position to rise.

A market is the same way. A market always wantsswbut isn't always in a position to do
so. For the most part it is not a questionvof the market go up, it is a questiongain the
market go up. Is itin position of balance which will enable it to rise?

THE LAW OF RESISTANCE

A rising man will continue to rise until he mee¢sistance or runs out of energy market
will rise until it meets resistance or runs out okenergy. Think of a ceiling. A rising man
will continue to rise unless he hits a ceiling onsg out of energy. A market will continue to
rise until it hits a ceiling of sellers. A markeil fall until it hits a floor of buyers.

THE LAW OF FORCES

Forces can change the speed, direction and shayeddfject or body.

Weight is a force. Weight is nothing more thanfttree of gravity. The gravitational pull of
the earth is what gives a body it's weight. Ifsag something weighs 100 pounds, what we
are really saying is that the force of gravity @Jounds. There is no such thing as weight.
Weight is a man made unit of measurement to help useasure the force of gravity.

If the forces on a body or object are not in aightline, we must use other techniques, such
as a' triangle of forces", to find the resultant.

THE LAW OF REACTION

Every action has an equal and opposite reactiomther words, when you push or pull
something, it pushes or pulls back at you. Forcesatwo-way affairs, they're about the
way that objects affect_each other

For example, you're pushing down on your chair &iforce of, maybe, 500N, and the chair
is pushing back with a force of 500N. The forceslalanced, and as you're already sitting
still, you stay that way.

THE LAW OF RETRACEMENTS

Do a little experiment. Stand up with your feeeely spaced apart. Now, take one step
forward. If you pay close attention you will naithat before you could take a step forward
you had to back up just a little. In order to gsipport for your forward step you had to push
off and in order to do that you had to rock backyoar heels. You had to gain enough
momentum to propel yourself forward.
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HOW TO COMPOUND YOUR WINNING TRADES FOR EXPLOSIVE
GROWTH:

HOW TO COMPOUND $500 INTO $100,000 IN 6
MONTHS TRADING CURRENCIES

IF YOU COULD BE RIGHT ON 7 OUT OF EVERY 10 TRADES Y OU CAN
BECOME RICH AND THIS IS HOW:

(Casinos have 3% advantage that allows them consasitly win millions. What could
you do with a 40% advantage?) Price action canndite predicted but it can be
recognized.

FORGET ABOUT COMPLICATED INDICATORS. THE ONLY INDI CATORS YOU
NEED ARE PRICE, VOLUME, AND TIME.

This book will introduce you to a trading and momegnagement system that can compound
your trading capital up to 200 times when using 00 leverage in a $500 mini account.
The system is based on the undisputable fact thrtriet has structure. Price movements
may be random but reactions to price movementa@treYou can achieve the advertised
results with only a 70% accuracy rate. When yazkltest the system on any liquid market
you will find that it is more likely to produce &% accuracy rate. To lose money with this
system you would have to be wrong on 7 out of &8ds. That means, to be profitable, you
only need to be right on 4 out of 10 trades. 4afutO won't get you $100,000 in 6 months
but you will make decent money.

HOW TO COMPOUND $500 INTO $100,000 WITHIN 6 MONTHS?

By making a profit on 7 out of every 10 trades tlglo the use of a method that gives you a
probability of success of 90% on each Trade. Awghtcompounding your winning trades to
an amount you desire.

BY TRADING IMBALANCES OF SUPPLY AND DEMAND :

Price movements are a reflection of changes inlgwpm demand. This is the one iron fact
that no one can dispute. Economists disagree @ty thangs but never that. Anything else
that you have been told is moving the market iy anl effect of one universal law of. "
BALANE OF SUPPLY AND DEMAND , " It does not matter what you hear on the netvs. |
does not matter what the talking heads are sayingpar favorite mass manipulation TV
channel or any other kind of fake out the markenhimalators feed you. If demand is greater
than supply, prices will rise. It is irrefutabl8ut, if supply is greater than demand prices will

fall. Other than this, the study of market prie@sl volume is all you need.
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THE CAUSE OF ALL MARKET MOVEMENT IS AN IMBALANCE OF  SUPPLY
AND DEMAND.

If, price movements are a reflection of a changesupply and demand.
And, you knew the moment the balance of supplylantind has changed.

Then, you could predict when the market is aboumadwe with a high degree of
probability

MONEY MANAGEMENT SYSTEM

Here's what could happen with a $500 mini accduait tequires $50 margin per contract.

SEGRAGATE

Separate your money into ten equal sections. Wihseparate you trading into campaigns
of 10 trades. You should earn a minimum of 1@ @n your winning trades and lose a
maximum of 50 pips on your losing trades. That &to 1 profit to loss ratio. In other
words, you need to earn $2 on your winning tradegvery $1 you lose on your losing
trades

NET GAIN

If you could win on 70% of your trades you would 8800 profit every 10 trades? 7 winning
trades x $100 gained per trade = $700 earnedsilgdrades x $50 lost per trade = $150
lost.

Take the $700 you earned - and subtract the $3000gb over the 10-trade campaign and
you make $400. A market will produce about 10 gading opportunities every month.
That's $400 every month.

THE MAGIC OF COMPOUNDING

You can't get rich on $400 every month, or can YoMVhat $400 every month will do for
you is this. It will increase your margin and withmore margin you can buy more
contracts. You don't touch the money you make. Mouse it to buy more contracts on
your next trade. You can parlay your original stale into wealth.
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FIRST MONTH (10 TRADES)

So, let's say you are starting with a $500 minbaot and you make $400 the first month
trading 1 contract on each trade. Now you canrafémough margin and have enough
cushion to trade 3 contracts per trade on your h@xtade campaign.

SECOND MONTH (10 TRADES)

So now you're trading 3 contracts what you getwsrihing trades winning trades x $300
profit per trade = $2100 profit. 3 losing tradimses $150 lost per trade = $450 lost. $2100
profit- $450 lost = $1650 net profit.

After two months you have profited a total of $245Mmu made $400 the first month and
$2050 the second month, for a total of $2450.

THIRD MONTH (10 TRADEYS)

Now things really get heated. With $2450 you cfiiord to trade 10 mini contracts. That
means that for the next monthly campaign, tradidgdntracts per trade, you will profit
$1000 on every winning trade and lose $500 on elosipg trade. 7 winning trades at $1000
profit per trade = $7000 profit. 3 losing trade$500 per trade = $1500 in losses. $7000
total profits - $1500 total loss = $5500 net profit

Now look what we have here! Only 3 months havesgdsnd you have made $5600. You
made $400 the first month. $2050 the second mamdh$5500 the third month for a total of
$7950 over 3 months.

FOURTH MONTH (10 TRADEYS)

My, my, my! With $7950 you can now afford to tra@@ contracts per trade. So, now you
make $2000 every winning trade and lose $1000 enydusing trade. If you win 7 times
and lose 3 times you have a net profit of $11,088 the month.

We're talking about after only four months you h&t8&,950 that works out to $400 the first
month. $2050 the second month. $5500 the thirdtimand $11,000 on the fourth month.
That's a total of $18,950 over four months. By mmint | hope you get the point.

FIFTH MONTH (10 TRADES)
Sticking with your formula look at what you havéuring the fifth month you would make
an incredible $27,500 because, now you can affotchtle 50 mini contracts on every trade.

On each winning trade you make $5,000 while onyelasing trade you lose $2,500. On 7
trades you make $5,000 on each trade for a tothB5f000. But you lost $2,500 three times
for a total of $7,500 lost. If you take the $7,5@W lost from the $35,000 you won, you are
left with a $27,500 net profit over the two-weekipd. Add this to the $18,950 you have
already earned and you have a total of $46,450eathd of 10 weeks.

SIXTH MONTH (10 TRADEYS)

At the beginning of this period you have $46,450kiry capital. You can now afford
margin for 100 mini contracts per trade. So, ydlliwvow make $10,000 profit per winning
trade and lose $5,000 on every losing trade.
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7 winning trades earn you $70,000. 3 Losing trddss you $15,000. $70,000 you profited -
$15,000 lost = $55,000 profit over the month. Allid to the $46,450 you've already got, and
your total profits are $101,450 IN SIX months.

BREAK EVEN
With this money management system you only nedx taght on 4 out of every 10 trades to
make money. If you win on only 4 of 10 trades yall make $100 for every 10 trades.

STARTING WITH $500.00!!!

If you were right on only 3 of 10 trades you wooldy lose a total of $5€br the 10-trade
period.
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MARKET PHYSICS

TIME PRODEEDS, GRAVITY ATTRACTS, INERTIA GOVERNS,
MATTER EXISTS, AND ENERGY FLOWS.

This is the flow of the universe since the beginngn As time proceeds, gravity exudes its
attracting force. While inertia governs by being he alpha and omega. The beginning
and the end. All things start and end with inertig spending the time of its existence in
the cycle of losing inertia then finding it, this § the dance of matter during the time of its
existence. This dance of inertia occurs within ancean of energy which we call

"World." Energy flows like water in wave after wave of tidal actions that flood
everything in existence.

This next section is related to the physics of a mimg market. We have already
discussed how markets are subject to "Newton's Lasvof Motion:

1. AN OBJECT IN MOTION TENDS TO REMAIN IN MOTION
2. FOR EVERY ACTION, THERE IS AN EQUAL AND OPPOSITE RE ACTION

In this section we will explore some physics ofunatand see how these apply to market
motion.

Markets need energy to survive just like any orgiami The energy of the market is buying
and selling energy and like anything that usesgnenarkets leave an energy or heat
signature.

Market movements that burn the brightest also nsegy and burn out at a faster rate.

The point is that, for every physical law that wew of, we find the financial markets
corresponding to these laws.

Financial markets are nothing more than organisiesléective consciousness that move and
have the same motivations as any organism andstk@asurvive. In order to survive, any
organism must follow the laws of nature or perish.

Survival dictates following the universal laws @aftare because the laws of nature operating

together collectively come together to create agamism. The name of that organism is
God!
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EXPLORING MARKET PHYSICS

A trader faces a challenge mastering the puzzieasket movement. While most of us
recognize conflict and resolution within the prateart, we fail to utilize these dependable
mechanics in our trading strategies. Fortunatelyeating elements of the charting landscape
offer a powerful context to understand and manbkgss critical aspects of trend
development. Reoccurring dynamics of crowd behaaat price action tends to imitate
classic rules that scientists have always apptieade physical universe.

This is no accident of naturélature has no accidents. Emotion and mathematics

interact continuously while they draw the Fibonacciretracements that we see every day
through our chart analysis. This spellbinding relationship offers a peek irfte tntense

order beneath common price movement. At its ctiepilance between these two forces
helps us to understand and trade the market sworgexample, we may search the chart for
a reversal or breakout pattern that spells oppaytuout we also watch the ticker tape to
gauge the crowd's emotional intensity, and to ptadhere it will burn out or shift gears.

Successful traders draw intuitively upon these sided market mechanics as they master the
art of speculation. Their advanced skills correspaith the strange logic required to tie left
and right brain functions into a focused tradingita Perhaps future technicians will measure
these profound interactions between herd behawidpaysical law, and even open up a new
branch of technical price prediction. In the meaetilet's explore some basic characteristics
of these underlying market physics.

1. AN OBJECT IN MOTION TENDS TO REMAIN IN MOTION

New trends awaken within the low volatility of angee-bound market and are characterized

by directional price momentum. During the early sgsof new trends, volatility rises but
inertia tends to slow down price rate of changes Diten generates a series of tests or
congestion mini-patterns while price tries to egctiye influence of the old range. Eventually,
momentum overcomes inertia and price movement takesmore vertical appearance. This
freedom of motion actually lowers volatility aschion eases and a one-sided market assumes
control.

New trends can be very difficult to stop once they underway. As with any object in

motion, trends feed on themselves because theyidriresh energy (from cash and emotions
on the sidelines). This causes price movemenatetwell beyond uninformed barriers, such
as targets set by outside forces. But no trendasdriorever or travel to infinity. Just like its
physical counterpart, intervening market forces xentually stop or reverse directional
price movement.

Simple friction slows down a rolling ball. Activeends experience friction in the form of
market gravityClassic trading wisdom notes that rallies take buys, but that markets

will "fall from their own weight" under the right ¢ ircumstances.

If this is true, then why don't all markets fallzero as soon as buying and selling dried up?
The fact that markets retain value suggests that ea one has a hidden center of gravity
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that price development will reach if all participants sep aside at simultaneouslyThis
"central gravitational tendency" gently pulls markevement toward a hidden midpoint
during quiet times, but can act with violent intéysvhen price action generates strong
imbalances during extreme market conditions.

The distance from the current price bar to thiglsukmlue measures the degree of market
inefficiency at each point in time. It also defimasst opportunity for the swing trader.
Bollinger Bands present a common tool to measurg&da on this hidden spring. But other
indicators that rely upon deviation from centegadvity perform an adequate job as well.
And don't overlook simple chart patterns. Certain formations can reveal major
inefficiency through a simple set of price barsFor example, a Shooting Star candle after a
strong rally signals an invisible wall to the obsart speculator.

2. FOR EVERY ACTION, THERE IS AN EQUAL AND OPPOSITE
REACTION.

Traders at all levels must deal with the wavelik&ion on price charts. These define
underlying cycles that strategies must align wathrisk failure. At their core, these waves
reflect constant battles between bulls and beads{tze underlying trend-range axis.

Price thrusts forward in a surge of participation then pauses to test prior boundaries and
dissipate volatility. Price bars contract, volunmegs significantly, and the trend pulls against
its primary directionBut just as that market returns to balance, the adbn-reaction cycle
suddenly regenerates and volatility surgedzresh momentum carries the reawakened trend
toward a new price level, or reverses it back tawes origins.

But why aren't markets stuck between two horizontalextremes if trend and

countertrend act with equal force, and are polar oposites?The answer lies in how active
markets disperse directional force. Every buyertrausntually sell and every short seller
must eventually cover. This induces layers of cythat equalize price action and reaction
over time. Swing traders observe this dynamic eoe the trend relativity of different
length charts for the same trading instrument.theowordsa single market may print a
strong rally on the daily chart, a bear market on he 60-minute chart, and sideways
congestion on the 5-minute chart, all at the saménte. While this phasing process may
seem chaaotic, it actually reflects the dissipatbanderlying action-reaction energy. This 3-
D trend-range axis also carries an added benisfizlignment generates many of the setups in
the swing trader's playbook.

Locate these important opportunities in the conereg of specific action-reaction
imbalances through several layers of price activiityis logical analysis also supports the
contrary attitude that leads to successful swiaditrg. For example, while the crowd sees a
buying opportunity when price surges on heavy pigdition, the swing trader sees selling
power increasing in that market due to the entrafieenew crowd of buyers. Fortunes are
made through this type of counterintuitive logiengrated by recognition of the underlying
power in market physics.
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In other words, buyers make a market go down and ders make a market go up. Think
of a see-saw you played on as a child. One sidelué see-saw has many more kids. The
combined weight of the heavier side forces the heav side all the way down to the
ground (support). The opposite side rises up untthe heavy side reaches support (the
ground). If one kid jumps off of the heavy side othe see-saw, The heavy side will rise
off the ground a little. But what happens if all be kids on the heavy side jump off at the
same time? The opposite side now becomes the heaige and the force of gravity will
violently push the opposite side to the ground. had my but bruised this way on several
occasions when | was a child.

The kids on the heavy side are like buyers. Theds$ on the opposite side are like sellers.
The more buyers that jump on means more potentialedlers at the top of the market
move. At the top, you have those who bought earti@ow selling (jJumping off).

Combine this with new short sellers jumping on and/ou have a shift in the balance of
supply and demand that starts the downward momentum This process works the same
way in reverse with short sellers causing price tgo up when they buy back their
positions (cover). Combine this with new buyers jonping on and this starts the upward
momentum.

3. THE STAR THAT BURNS BRIGHTEST BURNS OUT FASTER THAN
THE STAR THAT EMITS A COOLER, DARKER LIGHT

We measure the health of a rally or weakness efl@# by the angle of its rise or fall. Logic
dictates that more vertical price bars reflect npoeerful price moves. But how does the
intensity of price change interact with the persamee of the trend itself? To answer this
guestion, we can call upon the characteristiceaofral tendency (center of balance)
discussed earlier. If each market carries an uyiderfair value at each point in time, a
dynamic move should reach that price in less tifeedr bars) than a slow hike in the same
direction.In other words, vertical trend bars should burn outand end their movement
much sooner than slower trend bars.

Apply this charting method to locate parabolas #ratready for strong reversals. In the
contrary view of the swing trader, vertical pricevement is seen as a preface to a reaction of
the same passion in the opposite directioke a supernova signals the impending death

of an aging star, the parabola tells the market thaits trend fuel is about to run out, and

likely cause a violent reaction. Isolate thosekats with the tallest price bars and visible
trends in excess of 45 degrees. You will notiet these markets will burn out their move

with the same passion and intensity in the oppalreetion once the market turns.

A trend that moves at a shallow angle also predi€tswn demise, but for different reasons.
This reversal follows the mechanics of the risindgatling wedge patterns seen on many price
charts. Both traders and investors want excitenmetfiieir lives. They buy or sell so they can
watch price jump to new levels. Shallow trendslyaffill this need for indulgence. For
example, traders see price rise in an up-trendnmar new high over and over again, but
never gain enough momentum to quicken the ratsadrd. Traders eventually lose interest in
this type of price action and jump off the see-gawsearch of more exciting trading
opportunities. The market loses participation andlfy drops off a cliff.
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4. ENERGY SOURCES LEAVE ILLUMINATING SIGNATURES IN
THE FORM OF EXHAUST OR RADIATION

This is a principle of physics that requires ddittanslation for the financial markets. Real
trading opportunities look like opportunities besathey discharge an exhaust characteristic
of a looming directional price movement. This exgmgself in crowd participatiomyice

action at known support and resistance barriers, tk creation of habitual price patterns,
and the union of technical indicators Interpret these assortment of market signatures
correctly and book consistent profits as a swiagdr.

Engineers build machines that investigate exhaugtstons and measure their internal
characteristics. For example, a hose attached/éhiale's exhaust pipe tells the auto
mechanic the current condition of the internal niaety. Swing traders build similar
measuring tools to evaluate the internal stateipply and demand.

But just as the engineer designs instruments tmemaa very defined range of physical
information, swing traders must limit data intakespecific market characteristics and filter
out many noise levels that can defeat profits.

Chart patterns with true prophetic power secrete eidence that market engineers can
detect and measureThe radiation of opportunity builds through coryemce of defined
elements at slender intersections of price and.tifaeh individual signal sketched into this
small space raises the odds that a trade setupneduce a projected result. Heat builds
strongly at these important levels and tells thengwrader to jump on board or off quickly.

Modern traders have problems organizing market meve into a convenient feedback and
execution systemThey ignore important chart data because it doesn'fit into a
convenient system of vertical price boundaries. Thifixation with dry pattern

recognition make a trader unable to grasp the mor@owerful workings of price

prophecy. Unfortunately, concentrating on a narrow execusitvategy is like trying to play
music with a single note. It works only when a $Himed moment of opportunity demands a
single, flat tone.

Upgrade your trading knowledge through the applicaton of market physics. Each new
aspect improves your ability to profit from subtle features of crowd behavior These
natural forces rely upon mechanics that many tsadér miss. This will give you an
important edge on the road to victorious tradingnight take a lifetime to investigate these
complex interactions between evolving price andeimetional crowd. But each piece of this
captivating puzzle adds new levels of confidencgotar trading performance.
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CONCLUSION

Identification of key support and resistance levglan essential ingredient to successful
technical analysis. Even though it is sometimefscdit to establish exact support and
resistance levels, being aware of their existencel@cation can greatly enhance analysis and
forecasting abilities. If a security is approachargimportant support level, it can serve as an
alert to be extra vigilant in looking for signsintreased buying pressure and a potential
reversal. If a security is approaching a resistaeweel, it can act as an alert to look for signs

of increased selling pressure and potential relidfsasupport or resistance level is broken,

it signals that the relationship between supply é@mhand has changed. A resistance breakout
signals that demand (bulls) has gained the upp=a had a support break signals that supply
(bears) has won the battle.

114



MARKET OPERATORS

WHAT ARE MARKET MAKERS
RIPPING OFF THE LITTLE GUY
RISE OF THE WHOLESALER
THE POWER OF AGGREGATION
PRICE IMPROVEMENTS
ONLINE BROKERS

If you have been trading for any length of time | ket you have noticed an interesting
little quirk of the market.

Does it ever seem like whenever you enter a traded price immediately goes against
you. Not every single time but | mean way more tims than the law of averages should
allow.

Does it seem like you pick the direction of the m&et correctly on most of your trades
but, before price moves to your target price, it wi first back up to take out your stop.

| have personally conducted trades as an experimei test my theory. More times than
not, the market can be in the middle of a rapid runup or down. A down to earth break
out! As soon as | enter my trade the price movea@ps dead in it's tracks. Price will start
to swing in the opposite direction of my trade.

| would immediately start questioning my analysis a price starts closing in on my stop-
loss. No sooner than my stop is taken out price Wiurn and continue in the direction of
my trade.

THERE ARE BIG PLAYERS IN THE MARKET--THEY ARE KNOWN
AS OPERATORS

Operators are groups of big money people and busiss entities that cause unexpected
market swings by using triggers like news releaset)e release of economic data
indicators, breaking news, fundamental indicatorspolitical events and others to induce
price fluctuations in the market.

This section is about the operators...who they arend how they operate. How they
stampede the herd in one direction or the other degnding upon the situation.

Any balanced ecosystem must have predators. In thearket ecosystem, operators fulfill
this important function of predator. They are neither bad nor good. They are only bad
if you don't know they are there.

If you don't know they are there they will take you money. If you know they are there
you can trade with them and take money from others.
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MARKET OPERATORS

Market Maker -the guy that has the secret video camera set up bhat you
and takes the other side of every one of your logintrades.

| am not a supporter of physical sell stops dubédfact that market makers can manipulate
these stops during the day. A market maker caredne price down artificially during

trading hours setting off physical stop after pbgkstop only to allow the stock to rebound
and close for a slight loss or a possible gain. mhaeket makers that drive down the price are
the same individuals that grab shares at the ngarday price lows, giving themselves an
instant profit at the expense of traders like yod me. | have fallen victim to this trap many
times before figuring out what was going on.

Moat trading days get underway with a daily exeraalled running the stops. Market
makers know that most of the stops are at historsistance levels. The most recent top or
bottom.

At the open of trading, operators will manipulatarket price past the level of a most recent
high or low on the intra-day chart. They can skens the orders are so they will take price
to a level that will spook as many traders as bsgiut of their winning positions.

The target of these manipulations are the traddlsccweak hands. A weak hand is an
undercapitalized trading account. A market isaunsd by the new energy or new money that
is coming into the market. The idea is to bankagmany accounts as possible so those
accounts can re-supply with fresh money.

Now think about this. If you have $5,000 in yotading account and Your position goes $50
against you, you are not close to panic.

However, If you only have $300 in your account yava getting nervous. Why? If you have
$5,000 you are only down 1%. But if you only h&280 you are down 16.6%.

The thing is, operators have sophisticated compmytgtems that respond automatically when
a weak hand enters the marké&he computers recognize you as a weak hand when you
enter a position using more than 25% of your accourequity. This is a form of what is
known as, "program trading."

When you are flagged as a weak hand you becomeakshbut target. If price goes against
you or worse yet, goes past most recent intra-dgypert/resistance you will have to exit
your position if you are wise.

If the position goes $100 against you with a $30fcaunt, that's a 33% draw-down against
your trading capital. But the trader with the $3)0 account will only be down 2%.
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| have established positions in currencies, stackkfutures. | would set a sell stop about 7-
10% lower to protect from a larger loss. | wouladneohome or take a break only to see that |
was automatically sold out of the market due toief lirop that only lasted a few minutes to
a few hours. The market would drop anywhere frof 16 25% intra-day only to rebound
and close in my original direction.

| took my anger and quickly converted it into aeash effort that would help me understand
what had happened and why it had happened andimsttantly: What can | do to prevent
it from happening to me again?

| started to study the occasions where this adtappened to me and | researched other
stocks that | did not own but showed the same bdfgalse intra-day movements. After
reading about market makers and my individual re$ead came up with a solution to the
problem. If | could determine where the market arakDid not want the market to go | could
place my stops there. Contained within this matésithe secret to proper stop placement.

You need to understand that in every market treegedaily exercise in every market called
stop-running. Usually during the first hour ofdirag, market makers will run price to the
nearest support and resistance levels before thieetmaakes its real move. The information
you are reading now will educate you to a traditytesghat factors stop running out of the
equation.

You see, if price goes to certain levels, marketensaloose money. This happens when
more money enters the market than they can cowitfetheir massive bankrolls. Market
makers have the responsibility of keeping liquidiitghe market. If you want to buy the
market but there are no sellers, the market makst take the other side of your trade and
sell to you, even if he knows the market is abowgd up. When the market goes up the
market maker loses money to you.

Now, do you think the market maker wants the ptacgo up? Of course not. Would you?
So now you have a heavily bankrolled operator trgdigainst you.

Have you ever wondered why, as soon as you entade the price almost always
immediately goes against you? Well now you knd@specially if you entered a market
order. A market order is usually filled by a markeaker.

On the flip side a limit order is usually filled layother trader like yourself. A market maker
can most times manipulate the order so that itlexifboy another limit order from someone
trading with his/her firm. Now you don't have tgtt king kong.

| have tested this to my own satisfaction and kitdw be true. | have done experimental
trades just to see what would happen. Severaktirhave entered a market while it was
running. Moving up or down very fast. As soorl agter a position the market stopped dead
in its tracks and started to move against me. maay time to be mere chance. When the
market has been running and I tried to enter witma order it has never been hit. Never!
The law of averages dictate that sometimes my lomder should be filled and most of the
time a running market should continue to run. E&dky if price is not bouncing off a

support or resistance levels.

117



Market makers advertise that they make their mamethe bid/ask spreads but here is a dirty
little secret. These market makers/operators Iptipies just above and below support and
resistance levels. They run the market up taheitriong option position and run the market
down to profit on their short option positions.

Too many times during the initial stages of a boedikmarket makers will wipe out all of the
physical stops and restart the movement withouh#d@ay domino load below. These market
makers know about CANSLIM, TURTLE TRADING and otlstop loss systems and they
can see where these stops are placed; so theyhv@peout, allowing themselves to get in at
a lower price and they release the possible setha# to hundreds, if not thousands of stops
that have been set due to a specific system syratezip as CANSLIM.

RIPPING OFF THE LITTLE GUY, ONE TRADE AT A TIME

If your currency, futures, commodities, or stockHKar has a dealing desk, guess who they are
dealing against? That's right...YOU. And yes,létgal. You broker knows where everyone
Is looking to sell or buy because you, the retaiestor places their order with the broker.

Retail Investors, Especially Internet Investors, laaving their own trades used against them.
Every working day, hundreds of thousands of rétaiéstors enter orders to buy and sell
stocks and then put their faith in a system thay thelieve is set up to get them the best price.
However, the dark secret of Wall Street and evéngromarket is that retail investors are
getting far from the best prices and almost evesyam Wall Street knows it.

While this issue affects almost all retail investat affects Internet investors in particular as
they trade in some of the most active and volatiégkets on the planet and this activity
provides ample room for middlemen to make plentynohey, often at the expense of their
own customers.

These practices are legal even though it seemafoedtally unfair to individual investors
and highly questionable from both a legal and mpeaspective. So, now you know why a
market will reverse directions after your stopits h

To combat this you need to know the zone whererthiket maker has control. If a market
operator drives price past a certain level it walise a stampede of buyers and sellers in a
direction the operator doesn't want it to go oshe will lose money.

| know what you're thinking. | am so small and tharket is so huge, my little order is
chump change to a market operator. But it is apygdhat markets are set up to take the
largest amount of money from the most people ptessibhese operators have computer
systems that rival N.A.S.A. space center and asbahly better funded. The have
computerized buy and sell programs that can prghaigidict your trade before you even
thought of it. It is not just your order. Thesenputer systems are like virtual fish nets.

| was recently reading an article written by 2 &edwho extracted enough money from the

markets to start their own brokerage business.y Staed that when they started
interviewing vendors who sell these computer systarain pitch was how their systems took
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money from the clients of the broker. Not aboutatibwould do for their client. Simplicity,
speed, etc...

The Rise of the Wholesaler

While there are a number of trends that have putese practices to the forefront, the most
important has been the rise of the so-called "wsdadégs". Wholesalers are large trading firms
that aggregate orders from retail brokers and éxecute those orders on behalf of the
brokers and, by extension, their retail clientsleled, many retail investors are often surprised
to learn that their trade is not completed by t&mn brokerage, but instead is "outsourced" to
one of a handful of powerful wholesalers.

Today these wholesalers have become the primargsrisawhich almost all retail investor
orders are executed in the market. Many of theektrggholesalers now account for 30, 40,
even greater than 50% of the trading volume ini@agr securities and markets and
wholesalers often dominate trading in the hottestihg markets.

Orders = Information

When brokerages send their customers' orders twoéesaler, they are sending them valuable
information. That's because these orders reprasentions to buy or sell stocks at specific
prices.

Professional investors, such as mutual fund masageard such intentions to buy and sell
stocks very carefully. After all, if anyone in thearket were to find out that a large mutual
funds, or massive traders like Warren Buffet or §edoros, was trying to sell a big position
in a market, the market's price could fall dranedhc

While professional investors take strong precastionensure that no one in general finds out
about their intentionghey take particular care to prevent their own brokerage firm from
finding out their true intentions. That's because professional investors realizafttia

trader at their brokerage firm knew that they wdrtesell a large amount of stock, the trader
would likely try to make a profit for their firm blyuying or selling stock in advance of
completing the investor's order.

They wanted to sell a large amount of stock, thddr would likely try to make a profit for
their firm by buying or selling stock in advancecoimpleting the investor's order.

Thus, in the professional investing world, if amestor planned on selling 10,000,000 shares
they would, in all likelihood, never tell their lker their true intentions, but instead would "
parcel out" the trade in smaller increments, wallgays trying to keep the brokerage firm's
trader guessing as to whether or not there was toareme.
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The Power of Aggregation

At first blush it seems as though retail investtoa't have the same problem. After all, a
decision to sell 100 or 1000 shares in most caseisgoing to move the market.

However, with the rise of the wholesalers it's beegossible for one firm to aggregate tens
of thousands of orders in a particular market. §gragating all of the individual retail
investor orders, wholesalers are able to get saetéypraluable information, information that
is often better than anything they can learn fronfgssional investors.

As the wholesalers get more and more orders, iryroases over 50% of the orders in a
particular market, it gets easier and easier fentto determine whether or not a market will
go up or down.

Just imagine a market as a giant jig-saw puzzhoufhave 5% of a puzzle's pieces it's tough
to guess what the picture is, but if you have 46@% of the pieces, it's a no-brainer.

In a similar way, once an experienced wholesalatrots 30-50% of the order flow in a
particular market, taking advantage of this infotiorato make money for their own account
is like shooting fish in a barrel.

The most disturbing part of all this is that theormation that wholesaler is using to make
money for themselves is coming from retail cust@weno have no idea that the their
information is being used to make someone elseamchoften at their expense!

Indeed, there are now a whole series of widely@tecktrading techniques used on Wall
Street and other markets that are explicitly basedupposedly confidential customer
information.

Good Morning, You're Screwed

One of the most basic examples of such techniqoeas® just before a market opens for
trading. Let's say a major wholesaler, one thatally is the #1 trader in a market, has a
large number of market orders to buy the markétabpen.

Then, just prior to the market opening, they wailghal to the rest of the market that they
had a lot of stock to buy by raising the quote thay publicly display to the rest of the
market. (The most blatant way to accomplish isdavthat's called "crossing & locking" the
market, which essentially means aggressively moaiggote up or down so fast that the
whole market has to reset.)

Given that this particular wholesaler is the #Hérain the market, the other traders in the
market are likely to stand aside and let him cargiraising the quote as the other firms can
only assume that he has a lot of orders buy thek sto

The wholesaler's goal is to increase the openiiog jof the stock to the point where it is

significantly higher than the price of the stockttthey just bought. This way they can easily
flip the stock they just bought to the individuavestors for a significantly higher price than
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they just paid for it. Not bad for a few minutesro

Of course, the wholesaler will claim they are mgding what the retail investors wanted,
which is selling them stock at the opening marketep but it's probably safe to say that
100% of the retail investors would have preferiedédt the cheaper price.

What's more, the opening price would never hava bégher if the wholesaler hadn't acted
on the information provided to it by the retail @stors. Talk about paying for your own
participation!

Beware of Price Improvement

It gets worse. Examples like "managing"” the opecepare common knowledge on Wall
Street, and other markets but they still entail soisk. In the pursuit of almost risk less
arbitrage profits, many wholesalers are now usitertc called "price improvement”.

"Price improvement" results when a wholesaler distpays more for a contract or share
than the current market price. This means thanifaket is being quoted at a $50 bid (buy)
and a $50 1/2 ask (sell) and a customer wantdlta sentract or share, the wholesaler will
actually "price improve" their order and allow théorsell for $50 1/16. For the seller, this
seems like great news as they appear to have guottemen better price than the best offer to
buy (or bid) in the market.

The reality of the situation is a lot less rosy, foth the seller AND the buyer in the
transaction. What typically happens in "price immment" is that the wholesaler currently
has a limit order on its book that is "at the m#tkieimit orders are instructions from
customers to buy or sell only at a specific prloghis case, that would mean that the
wholesaler has a limit order from a retail investobuy the stock at $50.

You might ask yourself, if the wholesaler had antha market" limit order to buy at $50
from a customer, why didn't they just match thetlionder to buy with the original market
order to sell? That's a good question and theffifhat "price improvement” is not what it's
cracked up to be.

Rather than match the orders, what wholesalersdilpido is that they unilaterally increase
the bid by 1/16 (the minimum allowed by law) andrthey execute the trade, not on behalf
of a customer, but on behalf of their own accolmbur example, it means that the
wholesaler would buy the stock being sold at 5@ 1vather than simply crossing the order
with the open limit order at $50.

At first look, this strategy makes no sense: Whyilddhe market maker buy the stock at $50
1/16 for their own account and take on the risk tha stock would fall, when they could
simply do a risk less cross of the trades? It sdi&msvild speculation. But in reality, the
market maker is not speculating at all, and in taey are executing the trading equivalent of
a "slam dunk".

How could this be? First off, the market maker'scimaim loss on the share or unit is actually
limited to 1/16, that's because they still havakdJimit order at $50. If the price ever started
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to fall, and they know it's not going to fall oehwould not execute the trade this way, they
would simply sell their contract or share to thetomer who has the limit order.

While their downside is limited to 1/16, the marketker never would have made the trade in
the first place if they didn't have a very goodadieat the market was in fact going up.

How would they know that? Once again, given thaytbtontrol a large portion of the trading
volume in the market and have been given hundpsibaps thousands, of open orders to
buy or sell at specific prices, the market makes &atheir disposal a virtual treasure trove of
information that only they can look at. For examdi¢he market maker saw a huge number
of open buy orders and a decreasing amount of sgleorders, they might be reasonably
confident that the stock was going up.

Thus in our "price improvement" example, the sediein't really get the best price, because in
all likelihood the market was about to move shatpgher, while the customer with the open
limit order to buy never even got a chance to atha market maker simply "stepped in
front" of their order and then used them as a ldapkim case the market turned. How's that
for a customer friendly trading strategy?

| could go on and on with more examples of how whkalers routinely use customer
information to improve their own trading profitytisuffice it to say that this is a widespread
practice throughout markets today that is geneealbepted as part of the business.

Online Brokers to the Rescue?

One would think that if Individual investors wersally being taken advantage of so badly,
that their brokerages would come to the rescuesrAsil, they do have a moral and legal
responsibility to see that customers get the bestigion possible.

Problem is, the online brokers are in on the actiometurn for directing their trades to these
wholesalers, Online Brokers receive "payments fdeoflow" (also know as rebates). These
rebates are little more than kickbacks of the expesfits that wholesalers are able to achieve
by using the information unwittingly provided tcetin by retail investors.

Thus, the online brokerages have very little incento cry foul because many of them are
getting millions of dollars in payments a monthnfrthe wholesalers. Unwilling to shoot
themselves in foot by questioning the legality aratbity of the current gravy train, the online
brokers prefer to look the other way and colleeirtbhecks.

Indeed, several of the largest online brokers digtoan major wholesalers. By owning the
wholesalers, these brokers capture 100% of thetpfodm the "information arbitrage" that

is, disturbingly, perpetrated on their own cust@n@&iis strategy in essence enables them to
secretly "charge" far more per trade than theidiplybquoted prices.
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What Retail Investors Can Do

Given that almost all of the established interest§Vall Street don't seem to care that much
of the market has degenerated into what appedns &m organized front-running operation,
what can individual investors do to protect themsg?P

Unfortunately, as long as wholesalers and tradegeneral are allowed to use customer order
information to benefit their own trading activitjestail investors will be still be at their

mercy. There are however a few things that investan do to protect themselves, short of
getting the SEC and Congress to ban the currentipea. These include:

1. Don't Enter a Market Order To be Executed at theOpen: As we covered earlier,
market orders at the open are like a license to saéfor wholesalers because the
wholesalers can trade for their own account prior ¢ the opening and then influence
the opening price.

2. Don't Trade Within The First Hour of The Open: Given the tremendous games
that go on during the open, | would recommend thatif they can help it, most
investors not trade at all within the first hour or so of trading as it takes that long for
much of the market open gamesmanship to play itsetfut.
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CONSTRUCTING THE MAN ON THE
CHARTS

The man on the charts is constructed of two well kwn chart patterns. The head and
shoulders and the swing pivot patterns.

These two patterns trace out the outline of a man alking along the chart. The state of
balance of the man, by proxy signals the state ofalance of the market. The balance of
supply and demand.

The head and shoulders pattern on the chart repress the head and shoulders of a
man. The key to a mans' balance is the slope and anglehos shoulders. Like the arms
on the balance scale, as long as the shoulders akeen the man has balance and can be
still. But, when the angle of the shoulders becomeneven the man will lose balance and
must react or move to recover balance

A swing pivot represents the footsteps of a marEach bar on a price chart represents a
footprint of the mind of man. By analyzing the fodprints of an animal you can tell what
type of animal it is, where it's been and where i$ likely to go, based on the pattern of
their footprints.

Each price thrust or wave is the leg of a man. Thdistance that price moves in one
direction before turning is the length of a leg.You always hear price waves talked about
in terms of "legs."

In this section we will construct the man on the chrts so that you can see him in order
to track, analyze, and project his past and futurenovements.

His balance is market balance. The balance of sufypand demand.

The angle of his posture is the posture of the mask.

Since, market moves are caused by supply and denmaibalance
And you can see when imbalance has occurred
Then you can predict market movements as a respdasmbalance
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lllustrated above is the commonly reoccurring "Haad Shoulders” pattern.

The head and shoulders pattern signals a chartge lalance of supply and demand for the
time frame in which it occurs. The head and shenslds a reliable indicator for signaling
trend.

Before a man can turn he must first swing his reatishoulders in the direction he wants to
go.

The head and shoulders pattern breaks down to the am on the charts in this pose
illustrated above.

Take the picture of the man above. Now what woultiappen if you added more weight
to one arm(sellers)and not the other? The extra weight will force theshoulder
downward which causes the oppositébuyers) arm to swing upward. In fact, if the man
doesn't take steps or react to correct his balandabe heavier shoulder will cause him to
the ground. The added weight has caused a weigimlbalance that started anaction/
reaction trend of motion in the direction of the imbalance.
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If we add equal weight to the(buyers) arm the weight of gravity will force the buyers
arm down, causing the(sellers)arm to swing up to where both arms are level or
balanced. But if we add more weight to thébuyers) arm than we do to the(sellers)arm
the seller arm will swing up past level andhe imbalance has switched from the sellers
arm to the buyers arm.

This is how it works for man...this is how it works markets. A head and shoulders top
signals a change from up-trend to down-trend. &dhend shoulders bottom signals a change
from a downtrend to up-trend.

Like a man, the market must swing it's head andlsleos before it can turn. Or forcing the
head and shoulders to turn through the force ofityravill force man or market to turn.

The mechanics of balance of man and charts operaéecording to this most ancient
mechanism for measuring weights, "THE BALANCE BEAM SCALE." This is

nature's scale. Man cannot create a more accurageale today. Why? Because it works
on the principles of universal laws.
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What man, markets, and beam scales all have in conan is they all break down to the

simple mechanics of a see-saw. Ultimately, thiswhat you are trading. You are trading
the see-saw action of supply and demand. This chiédtoy that anyone can understand.

When you peel away all of The creator, in his/her 8dom made the most simple things
as the only real truths.

A center of balance sitting upon the exact centerf@ perfectly flat table top, which is
resting upon apivot. This is how balance or inertia works for all bodes in existence.

An object is forced into motion, and moves in relaon to it's center of gravity. Every
other part of a body that relates to motion, exist$o support the movements of the center
of gravity. Your body is the vehicle and your cerdr of gravity is the passenger.

Your head represents the ball or center of gravity.Your outstretched arms
and shoulders is the table top, and your waist ide pivot.

If you were described in terms of balance you coulday that you are a
consciousness riding around in a vehicle called aes-saw.
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This is what you look like when you are still. Ina state of inertia. All forces are
balanced

When you add more weight to one side the structureecomes out of balance. Gravity
forces the heavy side down. The center of gravityust react by rolling down due to the
steep angle created by the imbalance.

In the market, the right arm with 2 kg. is the price arm. When the supply demand
situation looks like thisthe trend of motion is downward.

When you can see the market like this you are in @ition to make some high probability
projections concerning the movement of the centerf@ravity (price).

Let's make a bet on the motion illustrated above!'ll bet you $100 that the ball (center
of gravity) will roll to the target before it rolls back to thestop.

| don't think you will take me up on that bet will you? Why not? Is it, because even if
you know nothing about markets you instinctively urmerstand this illustration. Yes, |
said instinctive. When you were a child did anyone have to teach ydww to play on a
see-saw? No! You instinctively understood by sintg observation.
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Above you can immediately see That the forces avity and momentum are on the side of
the ball hitting the target before backing up faoegh to pass the stop. If you took this bet
then you would be betting against gravity and maemarand | would be betting on the side
of gravity and momentum. I'll take my chances oavigy and momentum every time.

Even if more weight (another 1 kg) were placedl@stopside to balance things out,
momentum will still carry the ball a certain distann it's current direction before it can turn
around and roll back in the opposite direction

This is a high probability bet if | could find someone to bet me on this. I'm sure | would
be right at least 7 out of 10 bets.

When you can see the market this way you will alwaymake high probability trades

because you will be trading in harmony with univeral laws of nature.

When trading markets do not bet on whether the ataskgoing to go up or down. It would
be better to project that price will reach a certaivel in one direction before it will reach a
certain level in the opposite direction.

You are then trading levels or zones. You dornveha be precise in your projections.
So, the balance of man begins with the level ameanf the head and shoulders and the

balance of the market rests upon the shouldersaof therefore the balance of man and
market are one.
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Now that you understand that balance of man and maet begins with the angle of the
head and shoulders it is time to talk about the legupon which the market walks.

Now that the head and shoulders pattern has foletedetermine how far the market can
walk in one step or wave. How far one can stdjniged by the length of the leg. It just so
happens that the length of a leg is directly propoal to the ratio between the shoulders and
the tip of the fingers.

All order in the universe is based on geometrimsaand proportions. Everything is related to
everything else by geometry so that what you enditipis this. The Universe works
like a giant see-saw.

These ratios and proportions that shape creation hae been given the unofficial name of
"Sacred Geometry."

Why do we call it "Sacred” Geometry? Because d jghilosophy that separates this form of
mathematics from the more mundane measuremene d&alth. It involves a philosophy of
life, our place in the universe, and everythinguaus. Plato considered this form of
geometry and number the most ideal philosophicejuage, because it can become a vehicle
for contemplation on different levels - even a neatlatical level, if you will. Pythagoras said
that everything is numbers. St. Bernard of Clairyavhen asked, "What is God?" answered,
"Length, Breadth, Height and Depth." The "G" in tenter of the divider and square of the
Freemasonic symbol stands not only for God, but fils Geometry and the Geo-Creator.
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The ratio of phi also known as the golden sectsomanifested in the structure of the human
body. If the length of the hand has the value,dh&n the combined length of the arm and

hand has the value of phi. Also, the proportiothefupper arm + forearm + hand is the same
ratio of 1: Phi:

The human face is full of examples of the goldestise. The head forms a golden rectangle
with eyes in the middle. The mouth and nose atk Situated at golden sections of the
distance from eyes to the bottom of the chin. defines the dimensions of the human
profile. Even when seen from the side the humaa &ill exhibits the golden portion.

The human body is based on phi and the numbeh&reTare 5 appendages attached to the
torso. The arms, the legs and the head. And efdtiese appendages have 5 appendages.
The fingers on the hands and the toes on thedeg tith 5 openings on the face.
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The DNA cross-section is based on phi. A crossiaewiew from the top of the DNA

double helix forms a decagon. A decagon is twdggens, with one rotated by 36 degrees
from the other so each spiral of the double helisstiirace out the shape of a pentagon. The
ratio of the diagonal of a pentagon to it's sglphi: 1. Even the most basic elements DNA,
and life is constructed of the sacred geometryhdoapd the golden section.

There are many examples of the divine proportiogabden section in nature. For example,
the eyes, fins, and tail all fall at golden secsioh the length of a dolphin's body. Phi is often
expressed in many of nature's creations. Pldoidriite the fibonacci number series in the
numbers of arrangements of petals, leaves, secaondsseeds. Plants that grow in spirals
such as pinecones, pineapples, and sunflowergrdtedibonacci numbers. Many plants
produce new branches in quantities based on filmmaecnbers.
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In section 12 when we discussed the head and strsypattern we discussed how to project
the length of the leg. But the question is whydtrks out that way.The reason is that the
length of the leg is related by phi, the golden sian, to the ratio of the distance from the

top of the head to the nape of the neck.

So, when trying to determine the direction of therend the best place to start is the most
recent head and shoulders pattern. A head and shluers top means the trend is down
and a head and shoulders bottom is means that theend is up.

Look at the points labeled 1 and 2 on the charvabd®oth points show the downward price
movement stop and reverse up for a time beforeihgddck down. The trend is clearly
down. These moves against the main trend aredoalieacements.

As we covered in section 10 on projected suppattrasistance, retracements travel a
distance related to phi or the golden portion efldst movement with the trend. A move
with the trend is called ampulse movement while a move against the trend is called a

retracement
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If the current price move is in the direction of he trend or impulse the projected phi or
Fibonnaci ratios for the next move are .618% ,1%, 272%, 1.5% or 1.618% of the
length of the last impulse move.

If the current move is a retracement against the idection of the impulse move then the
phi or fibonacci ratios for the extent of the moveare 32.8%, 50%, .618% and 78.6%
against the length of the last impulse move befontinuing in the direction of the
impulse move.

A retracement is normal for any body or object wH@as lost balance. The retracementis a
reaction by the body back towards balance. Foryeaetion there is an equal and opposite
reaction. The reaction to a loss of balance i®aenattempting to regain balance.

Before executing any trades you should know if theeend is up or down. You should
know if the current move is an impulse (with trend)or a retracement (against trend).

The most simple way to determine trend is to loothea most recent head and shoulders of
the man on the chart.

You can then call upon sacred geometry to profeeeitent of the current market move.

We have revealed the head, shoulders, and legge @h&n on the charts but the man must
have something to catch his stepte must have feet.
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As we saw in section 6 cycles of a walking marketalk is a succession of near falls. When
walking you push yourself off balance with a thrastmpulse from one leg and catch your
fall when the other foot hits the ground. So, n@mu know why you must have at least two
legs.

Legs are helpful for propelling a walker in a dedidirection but there is very little control of
the landing leg unless a foot is attached to it.

We've discussed what a market leg is. Now we teedd feet to the legsihe feet of the
market are price bars.

A price bar may not look like a foot to you that desn't matter. If it quacks like a duck,
walks like a duck, and looks like a duck it is a dok!

The anatomy of a price bar can be seen in thdriditisns below. A single price bar
represents one footstep/footprint of the marketHertime frame you are viewing.

lllustrated above is a human footprint next to akeafootprint. As you can see the human
foot has three distinguishing characteristicses, the ball of the foot and the heelA
market footprint also has three distinguishing ahkteristics.An upper shadow, a real body
and lower shadow.

The upper shadow functions like the toes on a humaioot. The real body functions like
the Ball of the foot, and the lower shadow functiog as the heel. Now that we know the
anatomy of a human footprint and a market footprint, let's take a look at the similar
stories these two footprints tell us.

135



The body of the candlestick is called tieal body and represents the range between the open
and closing pricesOr where the move started and stopped.

A black or filled-in body represents that the closging that time period was lower than the
open, (normally considered bearish) and when tly lBopen or white, that means the close
was higher than the open (normally bullishyhite means momentum is forward and a

dark body means momentum is backward.

The thin vertical line above and/or below the taadly is called thepper/lowershadow,

representing the high/low price extremes for theople Represents extreme distance
covered forward and backward.
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In the above diagram you can see the regions of aanket footprint and see the
corresponding regions of the human footprint. Theanarket footprint is for a bar that
closed up or the closing price is higher than thep@ning price.

The illustration below shows the market footprint for a price bar that closed down or
lower than the opening price. As you can see, tliman footprint is now also, pointing
in the opposite direction.

Why does a market footprint have upper and lower sadows. Well, that gets into
section 8 where we talked about the principles olupport and resistance.

When you start from a standing position and take atep forward you must have traction
or something to push off of. Before you can start your forward motion you must ock
back on your heels to gain traction for your push @ step. In order to push off you must
have something to push off of, some support whicls usually the ground or a floor. It is
almost imperceptible unless you pay attention to it This is why when you step on
something slippery you fall backwards instead of favard. You can't step off of water
or air because you would have no support from whiclyou could gain traction.
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On an up bar (market footprint) the lower shadow isthe man on the charts rocking
back on his heels to gain traction. On a down bahe lower shadow is the toe and the
upper shadow is the heel.

A foot-strike while walking is a heel to toe proces When your step strikes the ground
the heel touches first and the toe touches last.he toe represents the extreme range of
the foot-strike before it comes to rest.

So, to take a step, you rock back on your heels faraction and the step extends as far as
the tip of the toes. But when the foot comes to seyour weight will be resting on the
balls of your feet and the forward half of your heé So, the human footprint also has
upper and lower shadows.

On the human footprint above, the white area whergou see the red line is where the
weight of the body is supported when the body is@hding still. This is the area called

the body on a market footprint. All the other regions of the footprint are the shadows.
The same shadows you see on a market footprint.

We have now constructed the man on the charts. hdga seen his head and shoulders and
how they are the keys to balance and directionu ave seen his legs and how they relate to
sacred geometry and you have seen his feet andhieywell you where he's been and where
he is now.

Now that you know what he is made of it's timeaket a look at how he moves or his

biomechanics for it is in the nature of his biomeatles which allows you to predict his next
step.
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The illustration on the left shows the locationyofir center of gravity when you are standing
flat footed. The illustration on the right shovg ocation of your center of gravity when you
are standing on the balls of your feet.

Like a tripod, lower body balance is composed ofé¢helements. Left foot, right foot and
center of gravity.Take a close look and you can see that the figura ¢the left takes on
the configuration of a see-saw or balance beam seal

Now, let's see what this arrangement of balancksltike for the posture of the man on the
charts. Look at the illustration on the next page.
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Look at the chart above. It does not matter wivad bf market. Stock market, currency
markets, indices, futures or the weather. Whenplace the data on a

Chart it displays the principles of universal @l The man on the charts will appear.

Go to the arrows above and take a look at the threlear configurations at each point.
You will notice that at each arrow is at a revershpoint and at each reversal point you

see the pivot point pattern that you learned abouin section (19). The definition of a
pivot is, "a point on which something turns or rotaes."
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As we have discussed, a see-saw moves on a pivobalance beam scale moves on a
pivot and every joint on a human body is nothing mee than a pivot point.

Since man has pivots to enable rotation of his jots, the man on the charts must also
have pivots. Not only that, while walking, the masefficient way to change direction is
to step and pivot. Therefore, by proxy, the man othe charts must step and pivot to
change directions. Every pivot of the man on theharts corresponds with a pivot on the
joints of a human body.
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Now let's go back to the chart. The red and ghees are resistance and support
respectively. You can see that the lines are dratvthe highest and lowest price over the
three month period. If you need further clarifioatrefer back to section (8) on support and
resistance.

We've already discussed in section (19) how tceteagivot. The main thing you need to
understand is that a pivot signals a swing in @iarce of supply and demand. The see-saw
has become imbalanced

Time to do a little research. Look up some chartef any liquid market for any time
period in history. You will see the pivot at suppd and resistance at least 70% of the
time. If you can get a chart of weather temperatues you will observe the same
phenomena.

The other 30% of the time a pivot does not form i®ecause the pivot is occurring on the
chart but in a longer time frame. You may be analying the hourly chart but the pivot is
occurring on the daily chart. You may be analyzinghe daily charts but the pivot
occurred on the weekly chart. Once again, a cyclgithin a cycle. When two cycles
bump heads the stronger cycle wins. The longer thane frame the stronger the cycle.

NOTE: Do not enter a trade unless you know where the pitds located on the

monthly, weekly, daily, and intra-day charts. Whenyou see a pivot on the daily or
weekly charts, wait for a pivot on the hourly chart Now the cycles are lined up and also
will keep your stop-loss small. That's because avot bar on a daily chart may have a
100 point range. The pivot bar on an hourly charimay have a range of 15 to 50 points.
If price should go against you past the extreme rage of the pivot bar it's time to exit the
trade because market balance is attempting to swingack in the oppositedirection.
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The two illustrations above are of a man walkingilip Can you look at each set of tracks
and predict where the next footprint will fall.

Figure (A) shows the set of tracks of a man wakmperfect balance. If you want to
predict where the next footstep will land the mogical guess would béirectly ahead of
the last footstep His trend is up and his steps show no indicati@h éimything is about to
change.

Figure (B) also shows the set of tracks of a malkingin perfect balance. If you want to
predict where the next footstep will land the mogical guess would be that the man has
started to turn so, his next step will put him @spion tocomplete the turn

The last footstep in figure (B) has set up a pivagioint for the walking man. He may still
change his mind and continue in his current divadbut that would put him off balance
because he would have to cross his legs to d®&tenever you cross your legs while
walking or running you lose balance because oféhdency to trip over your legs:
market reacts in exactly the same way.
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The concept of balance can relate every conditmhraaction of a market just as it does all
moving bodies. Those bodies that we oadliter as well as what we catlon-matter, such
as light.

Can you look at lllustration ( C ) and predict winéne next footstep will fall? | predict that
the next footstep will land in front of the lasbtprint as shown in figure ( D).

In figure ( D) the footprints are walking downhdlhd the left footprint is the last foot that

landed. Notice how the toes on the left foot lahdad of the toes on the right foot. This
same foot positioning looks like this on a markedrt.
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BUT NOW WHAT HAPPENS IF THE LANDING FOOT FAILS TO LAND IN
FRONT OF THE PRIOR FOOTSTEP? TRY IT FOR YOURSELF. YOU WILL
EITHER STUMBLE OR FALL OR BOTH. IF YOU FALL PAY AT TENTION TO
HOW YOU INSTINCTIVELY REACH OUT AND GRAB THE CLOSES T OBJECT
OF SUPPORT
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TRADING MISTAKES

Although there are many mistakes a trader can makéut there are certain mistakes that
are common to all losing traders.

Everyone goes through their trading mistakes unlesthey have a mentor taking them
step by step through all aspects of trading. Becang a successful trader is a process.
You must educate yourself so that you may avoid glls in the process.

Some mistakes are basic like not knowing when tokae profits thereby turning a

winning trade into a losing trade. Or not knowingthe proper place to put your stop loss
resulting in getting whipsawed out of winning trades. And most fail because they don't
know when not to trade.
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THE TOP 10 MISTAKES TRADERS MAKE AND
HOW TO AVOID THEM

Achieving success in market trading requires avngjgiumerous pitfalls as much, or more, than it
does seeking out and executing winning tradesadh most professional traders will tell you thet i
not any specific trading methods that make tradacsessful, but instead it's the overall rules ictv
those traders strictly adhere that keep them "8rgdime" long enough to achieve success. Following
are 10 of the more prevalent mistakes | believéetrmmake in futures trading. This list is in no
particular order of importance.

1. DON'T KNOW THEIR PLACE IN THE MARKET FOOD CHAIN

Trading is a zero sum game. The traders that nmedteey earn their money from the traders
who lose money. There are large operators in avanket . Learn to follow in the elephant's
footsteps and she will clear a path for you.

2.|MPROPER TRADE ENTRY

Don't realize that trading is a zero sum game. géwple on the winning side of the trade
make their money from the traders on the losing sitthe trade. There is always someone
on the other side of the trade. For every buyeretimust be as seller and for every seller
there must be a buyer. You don't want some lapgeators taking the other side of your
trade because they will manipulate the price ta ywbop-loss and whipsaw you out of your
trade. The way you enter a trade has a lot toittowho you go up against.

3.DON'T KNOW BOTH SIDES OF THE MARKET .

Many traders don't understand that a market opeli&ia balance scale used for weights and
measures. a two way mechanism that operates Bke-@aw. Yes, the playground teeter-
totter we all played on as children. The creatdnis/her infinite wisdom made certain things
so simple, like you can't see your finger when fold it to your lips because, it's to close to
your face. The big secret is thmatyers make a market go down agsdllersmake a market

go up. A market is made up of long buyers andtswelers. The common term is bulls and
bears. Without a working knowledge of the intei@cbetween these two groups and how
the laws of gravity affect them you will fail.

When you think of sellers you need to thstlort sellers. Short sellerare people who enter
the market by selling and make theiofit by buying back the unit at a lower price than

they sold it for. Yes! You can sell before you buy. So, when ook of buyers and sellers
don't think of sellers as people who sold theit after buying. Sellers are people who enter
a trade with a bet that price will fall. This idat the terms bulls and bears me8&ulls are
buyers and bears are short sellers.

4.FAILURE TO USE PROTECTIVE STOPS.

Using protective buy stops or sell stops upon érgea trade provide a trader with a good
idea of about how much money he or she is riskimghat particular trade, should it turn out
to be a loser. Protective stops are a good monewagement tool, but are not perfect. There
are no perfect money-management tools in tradimyefer to use mental stops so | don't give
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operators a target stop to shoot for.

5.LACK OF " PATIENCE" AND " DISCIPLINE ."

While these two virtues are over-worked and vetgromentioned when determining what
unsuccessful traders lack, not many will argue whtkir merits. Indeed. Don't trade just for
the sake of trading or just because you havewiettdor a while. Let those very good trading
"set-ups" come to you, and then act upon themprudent way. The market will do what the
market wants to do -- and nobody can force the etarkand.

6. TRADING AGAINST THE TREND --OR TRYING TO PICK TOPS AND BOTTOMS IN

MARKETS .

It's human nature to want to buy low and sell Highsell high and buy low for short-side
traders). Unfortunately, that's not at all a prowegans of making profits in futures trading.
Top pickers and bottom-pickers usually are tra@digginst the trend, which is a major
mistake.

7.LETTING LOSING POSITIONS RIDE TOO LONG .

Most successful traders will not sit on a losingipon very long at all. They'll set a tight
protective stop, and if it's hit they'll take thkisses (usually minimal) and then move on to
the next potential trading set up. Traders whosia losing trade, "hoping" that the market
will soon turn around in their favor, are usualbyodned.

8."O VER-TRADING ."

Trading too many markets at one time is a mistakspecially if you are racking up losses.
If trading losses are piling up, it's time to cathk on trading, even though there is the
temptation to make more trades to recover the thclast trading assets. It takes keen focus
and concentration to be a successful futures tr&tlring "too many irons in the fire" at one
time is a mistake.

9. FAILURE TO ACCEPT COMPLETE RESPONSIBILITY FOR YOUR O WN ACTIONS.
When you have a losing trade or are in a losirgpgtrdon't blame your broker or someone
else. You are the one who is responsible for your success or failure in trading. You make
the trading decisions. If you feel you are notirmfcontrol of your own trading, then why do
you feel that way? You should make immediate chsuig&t put you in firm control of your
own trading destiny.

10.NOT GETTING A BIGGER -PICTURE PERSPECTIVE ON A MARKET .

One can look at a daily bar chart and get a shteten perspective on a market trend. But a
look at the longer-term weekly or monthly chart fioeat same market can reveal a completely
different perspective. It is prudent to examinegenterm charts, for that bigger-picture
perspective, when contemplating a trade.
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W. D. GANN THE GREATEST TRADER
THE WORLD HAS EVER KNOWN

W. D. GANN THE GREATEST TRADER THE WORLD HAS EVER
KNOW ATTRIBUTED HIS SUCCESS TO HIS UNDERSTANDING OF
THE UNIVERSAL LAW OF VIBRATION...

The Law of Vibration.

Nothing rests; everything moves; everything vibsaifehis is the law of progress, of
movement and of rotation. This Principle explaimet the differences between manifestations
of matter, energy, mind and spirit, result largetym varying rates in vibration. All that exists
Is in constant vibration and motion. Atoms alwaysate with such great rapidity that they
seem motionless to the physical eye. At the othdraé the scale are things that vibrate so
slowly that they also appear to be motionless or@dstent. In between are the various
vibrations of living entities, which range from @miousness all the way down to the lowly
dust particle that plays an important role in thed chain. Still there are things even lower
then dust. If we were to follow the scale of lifethe way down to the utmost regions of the
negative pole (undifferentiated matter), we agatuhd find ourselves in the realm of spirit -
the Alpha, and the Omega. All that is, begins imitsand ends in spirit completing a single
cycle of evolution that will be repeated countleesnbers of times through eternity.
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Reprinted From

"The Ticker and Investment Digest"

(later became the Wall Street Journal)
December of 1909

William D. Gann
An Operator Whose Science and Ability Place
Him in the Front Rank
His Remarkable Predictions and Trading Records

Sometime ago the attention of this magazine waacitid by certain long pull Stock Market
predictions, which were being made by William D.n@aln a large number of cases Mr.
Gann gave us, in advance, the exact points at vdgithin stocks and commaodities would
sell, together with prices close to the then pievgiigures which would not be touched.

For instance, when the New York Central was 13fridicted that it would sell at 145
before 129. So repeatedly did his figures provieg@ccurate, and so different did his work
appear from that of any expert whose methods weskadhined, that we set about to
investigate Mr. Gann and his way of figuring owgh predictions, as well as the particular
use which he was making of them in the market.

The results of this investigation are remarkablmany ways. It appears to be a fact Mr. W,
D. Gann has developed an entirely new idea astprihciples governing stock market
movements. He bases his operations upon certainah&ws, which, though existing since
the world began, have only in recent years beejestda to the will of man and added to the
list of so-called modern discoveries. We have askedsann for an outline of his work, and
have secured some remarkable evidence as to thlesrektained there from.

We submit this in full recognition of the fact thatwall Street a man with a new idea, an
idea which violates the traditions and encouragesentific view of the Proposition, is not
usually welcomed by the majority, for the reasaat the stimulates thought and research.
These activities the said majority abhors.

W. D. Gann's description of his experience and oaghs given herewith. It should be read
with recognition of the established fact that Mar@'s predictions have proved correct in a
large majority of instances.

"For the past ten years | have devoted my entime aind attention to the speculative markets.

Like many others, | lost thousands of dollars axgeeienced the usual ups and downs
incidental to the novice who enters the market autlpreparatory knowledge of the subject.”
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"l soon began to realize that all successful merether Lawyers, Doctors or Scientists,
devoted years of time to the study and investigabiotheir particular pursuit or profession
before attempting to make any money out of it."

"Being in the Brokerage business myself and hagdénge accounts, | had opportunities
seldom afforded the ordinary man for studying these of success and failure in the
speculations of others. | found that over ninetscert of the traders who go into the market
without knowledge or study usually lose in the énd.

"l soon began to note the periodical recurrena@fise and fall in stocks and commodities.
This led me to conclude that natural law was thesbaf market movements. | then decided to
devote ten years of my life to the study of natlael as applicable to the speculative markets
and to devote my best energies toward making speonla profitable profession. After
exhaustive researches and investigations of thevkisziences, | discovered that the law of
vibration enabled me to accurately determine tleeepoints at which stocks or commodities
should rise and fall within a given time."

The working out of this law determines the cause @redicts the effect long before the street
Is aware of either. Most speculators can testifjneofact that it is looking at the effect and
ignoring the cause that has produced their losses.

"It is impossible here to give an adequate idedheflaw of vibrations as | apply it to the
markets. However, the layman may be able to graspef the principles when | state that
the law of vibration is the fundamental law uponiathwireless telegraphy, wireless
telephone and phonographs are based. Without teeeege of this law the above inventions
would have been impossible.”

"In order to test the efficiency of my idea | hava only put in years of labor in the regular
way, but | spent nine months working night and stethe Astor Library in New York and in
the British Museum of London, going over the resooflstock transactions as far back as
1820. | have incidentally examined the manipulatiohJay Gould, Daniel Drew,
Commodore Vanderbilt & all other important manigata from that time to the present day.
| have examined every quotation of Union Pacifiopto & from the time of E. H. Harriman,
Mr. Harriman's was the most masterly.

"In going over the history of markets and the greass of related statistics, it soon becomes
apparent that certain laws govern the changes amations in the value of stocks, and that
there exists a periodic or cyclic law which iste back of all these movements. Observation
has shown that there are regular periods of inteogeity on the Exchange followed by
periods of inactivity."

Mr. Henry Hall in his recent book devoted much sptc"Cycles of Prosperity and
Depression,"” which he found recurring at reguléenvals of time. The law, which | have
applied, will not only give these long cycles onsgs, but the daily and even hourly
movements of stocks. By knowing the exact vibrabbeach individual stock | am able to
determine at what point each will receive suppod at what point the greatest resistance is
to be met.
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"Those in close touch with the market have notitedphenomena of ebb and flow, or rise
and fall, in the value of stocks. At certain tingestock will become intensely active, large
transactions being made in it; at other timesghiwe stock will become practically stationary
or inactive with a very small volume of sales. V@d&ound that the law of vibration governs
and controls these conditions. | have also fouatl¢brtain phases of this law govern the rise
in a stock and an entirely different rule operateshe decline."

"While Union Pacific and other railroad stocks whimade their high prices in August were
declining, United States Steel Common was steadilyancing. The law of vibration was at
work, sending a particular stock on the upwarddrehilst others were trending downward."

"l have found that in the stock itself exists iggtnonic or inharmonious relationship to the
driving power or force behind it. The secret ofi@lactivity is therefore apparent. By my
method | can determine the vibration of each stk also, by taking certain time values into
consideration, | can, in the majority of cased,aractly what the stock will do under given
conditions."

"The power to determine the trend of the markeluis to my knowledge of the characteristics
of each individual stock and a certain groupinglifferent stocks under their proper rates of
vibration. Stocks are like electrons, atoms andequdes, which hold persistently to their own
individuality in response to the fundamental lawitifration. Science teaches that ‘an original
impulse of any kind finally resolves itself intgariodic or rhythmical motion; also, just as
the pendulum returns again in its swing, just asnloon returns in its orbit, just as the
advancing year over brings the rose of spring,csthd properties of the elements
periodically recur as the weight of the atoms rises

"From my extensive investigations, studies andiapgksts, | find that not only do the
various stocks vibrate, but that the driving forcestrolling the stocks are also in a state of
vibration. These vibratory forces can only be kndwrthe movements they generate on the
stocks and their values in the market. Since ahgswings or movements of the market are
cyclic, they act in accordance with periodic law."

"Science has laid down the principle thia properties of an element are a periodic functio
of its atomic weightA famous scientist has stated that 'we are briowagthe conviction that
diversity in phenomenal nature in its differentddioms is most intimately associated with
numerical relationship. The numbers are not inteeahiaccidentally but are subject to regular
periodicity. The changes and developments aretecle® in many cases as somewhat odd."

Thus, | affirm every class of phenomena, whetherature or on the stock market, must be
subject to the universal law of causation and haymBvery effect must have an adequate
cause.

"If we wish to avert failure in speculation we mdstal with causes. Everything in existence
is based on exact proportion and perfect relatipngthere is no chance in nature, because
mathematical principles of the highest order lighatfoundation of all things. Faraday said,
"There is nothing in the universe but mathemaipahts of force."

"Vibration is fundamental: nothing is exempt fronmstlaw. It is universal, therefore
applicable to every class of phenomena on the globe
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Through the law of vibration every stock in the ksirmoves in its own distinctive sphere of
activities, as to intensity, volume and directiali;the essential qualities of its evolution are
characterized in its own rate of vibration. Stodiks atoms, are really centers of energy;
therefore, they are controlled mathematically. ssareate their own field of action and
power: power to attract and repel, which princigplains why certain stocks at times lead
the market and 'turn dead' at other times. Thuspézulate scientifically it is absolutely
necessary to follow natural law.

"After years of patient study | have proven to myire satisfaction, as well as demonstrated
to others, that vibration explains every possilllage and condition of the market."

In order to substantiate Mr. W. D. Gann's claimgashat he has been able to do under his
method, we called upon Mr. William E. Gilley, arsprector of Imports, 16 Beaver Street,
New York. Mr. Gilley is well known in the downtowdistrict. He himself has studied stock
market movements for twenty-five years, during whime he has examined every piece of
market literature that has been issued & procuriabWall Street. It was he who encouraged
Mr. Gann to study the scientific and mathematicasibilities of the subject. When asked
what had been the most impressive of Mr. Gann'«and predictions, he replied as follows

results show that, whether unconsciously or not, Hiérriman worked strictly in accordance
with natural law."

"It is very difficult for me to remember all thegatictions and operations of W. D. Gann
which may be classed as phenomenal, but the fallgpare a few. "In 1908 when the Union
Pacific was 168-1/8, he told me it would not tod&9® before it had a good break. We sold it
short all the way down to 152-5/8, covering onweak spots and putting it out again on the
rallies, securing twenty-three points profit outaof eighteen-point market wave."

"He came to me when United States Steel was selliognd 50, and said, "This steel will run
up to 58 but it will not sell at 59. From theresitould break 16 points.” We sold it short
around 58 with a stop at 59. The highest it werg && From there it declined to 41-17
points."

"At another time, wheat was selling at about 89@niGpredicted that the May option would
sell at $1.35. We bought it and made large praofitshe way up. It actually touched $1.35."

"When Union Pacific was 172, he said it would gd 84-7/8 but not an eighth higher until it
had a good break. It went to 184-7/8 and came bradk there eight or nine times. We sold it
short repeatedly, with a stop at 185, and were mesgght. It eventually came back to 17."

"Mr. Gann's calculations are based on natural ldvave followed Gann and his work closely
for years. | know that he has a firm grasp of thsib principles which govern stock market
movements, and | do not believe any other man aahdte the idea or his method at the
present time."

"Early this year, he figured that the top of the@atte would fall on a certain day in August

and calculated the prices at which the Dow Jones@ges would then stand. The market
culminated on the exact day and within four-terdhsne percent of the figures predicted.”
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"You and W D Gann must have cleaned up considerableey on all these operations,” was
suggested.

"Yes, we have made a great deal of money. Gantakas half-million dollars out of the
market in the past few years. | once saw him tdk@9$and in less than one month run it up
to over $12,000. Gann can compound money fastarahg man | have ever met."

"One of the most astonishing calculations made by®&nn was during last summer [1909]
when he predicted that September Wheat would £81.20. This meant that it must touch
that figure before the end of the month of Septemiietwelve o'clock, Chicago time, on
September 30th (the last day) the option was sglielow $1.08, and it looked as though his
prediction would not be fulfilled. Mr. Gann saitf,it does not touch $1.20 by the close of the
market it will prove that there is something wromigh my whole method of calculation. | do
not care what the price is now, it must go thétés'common history that September Wheat
surprised the whole country by selling at $1.20 aadhigher in the very last hour of trading,
closing at that figure."

So much for what W D Gann has said and done agesadl by himself & others. Now as to
what demonstrations have taken place before oueseptative :

During the month of October, 1909, in twenty-fivanet days, W D Gann made, in the
presence of our representative, two hundred ardyegix transactions in various stocks, on
both the long and short side of the market. Twodnea and sixty-four of these transactions
resulted in profits ; twenty-two in losses.

The capital with which he operated was doubleditars, so that at the end of the month he
had one thousand percent of his original margin.

In our presence Mr. William D. Gann sold Steel camnrshort at 94-7/8, saying that it would
not go to 95. It did not.

On a drive, which occurred during the week endimtp®er 29, Mr. Gann bought U.S. Steel
common stock at 86-1/4, saying that it would not@86. The lowest it sold was 86-1/3.

We have seen gann give in one day sixteen suceessiers in the same stock, eight of
which turned out to be at either the top or thedsoteighth of that particular swing. The
above we can positively verify.

Such performances as these, coupled with the forggare probably unparalleled in the
history of the Street.

James R. Koene has said, "The man who is rightraes out of ten will make a fortune.”
Gann is a trader who, without any attempt to natvkithe results were to be published,
established a record of over ninety-two percentifatale trades.

Mr. W. D. Gann has refused to disclose his meth@hg price, but to those scientifically

inclined he has unquestionably added to the stbdkall Street knowledge and pointed out
infinite possibilities. make a showing, for hel adiot know the results were to be published,
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established a record of over ninety-two percenfifatade trades.

Mr. W. D. Gann has refused to disclose his meth@hg price, but to those scientifically
inclined he has unquestionably added to the stbdkall Street knowledge and pointed out
infinite possibilities.

We have requested Mr. Gann to figure out for tlaelees of the Ticker a few of the most
striking indications, which appear in his calcuat. In presenting these we wish it
understood that no man, in or out of Wall Streetpfallible.

William D Gann's figures at present indicate timat trend of the stock market should, barring
the usual rallies, be toward the lower prices uviaikch or April 1910.

He calculates that May Wheat, which is now selah§1.02, should not sell below 99¢, and
should sell at $1.45 next spring.

On Cotton, which is now at about 15¢ level, heneates that after a good reaction from these
prices the commodity should reach 18¢ in the spointP10. He looks for a corner in the
March or May option.

Whether these figures prove correct or not withinway detract from the record which W. D.
Gann has already established.

William Delbert Gann was born in Lufkin, Texas, aadhirty-one years of age. He is a gifted
mathematician, has an extraordinary memory forréguand is an expert Tape Reader. Take
away his science and he would beat the marketomtuitive tape reading alone.

Endowed as he is with such qualities, we have sadt®n in predicting that, within a
comparatively few years, William D. Gann will regeirecognition as one of Wall Street's
leading operators.

Note: Since the market forecast was made, Coffeestitiered the expected decline, the

extreme break having been 120 points. The lowestt®iay wheat thus far has been $1.01-
5/8. It is now selling at $1.06-1/4.
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HOW IS FX TRADED

http://www.fxcm.com/tradingguide/how-is-fx-tradetrh

Example of an FX Trade
Currency Pairs
Leverage

Margin

Trading Costs

FUNDAMENTAL ANALYSIS

http://www.fxcm.com/tradingguide/fundamental-anaystm

Techniques
Know your currency pairs

TECHNICAL ANALYSIS

http://www.fxcm.com/tradingguide/technical-analybisn

Support & Resistance

In Range-bound markets
In Momentum

Market Oscillators

RISK MANAGEMENT/TRADING PHYCHOLOGY

http://www.fxcm.com/tradingguide/risk-managemenmtht

Risk Management Basics
What should trader psychology be?

ACCOUNT SIZE

http://www.fxcm.com/tradingguide/mini-account.htm
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TRADE MANAGEMENT

Time stops - If after 3 days, price has neithepgéal you out or reached the profit target, you
will close the trade at the end of the third trgditay after a swing pivot test or the pullback
test of a support/resistance level breakout.

Enter when amtra-day pivot has been created around gheng pivot. Place your stop
below the intra-day pivot. This could decrease yskiby more than half.

There are cycles within cycles. The way you havelly cycles, which are contained
within weekly cycles, which are contained within mathly Cycles, which are contained
within yearly cycles.

If the daily cycle runs into the annual cycle, theinnual cycle is stronger because it is the
larger or more dominant cycle. In nature the moredominant cycle always has its way.

On price charts there are pivots within pivots. irtra-day pivots contained within daily
pivots, which are contained within weekly pivots.Weekly pivots contained within
monthly pivots.

And because, the more dominant cycle always has itsy. A support or resistance level
on a monthly chart will always be stronger than a gpport or resistance level on a daily

or weekly chart. A support or resistance level otthe daily chart is always Stronger than
support or resistance levels on an intra-day chart.
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