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The. TOPPING PATTERN has BIFURCATED and dropped below resistance two weeks ago. Tb stay BEARISH, the prlce

must ,stay below hreak out support now resistance. If it breaks back into the topping patterm it is unlikely that the

pafi;ern is near itsimidpoint. The next resistance is a retest of the high at 1229.11. Simeraly, the S&P has dropped into

'/the overlapping pattern below. First it will find support at mid pbmt near 03T4 at 1090.2, and th“en at 03T4 pattern

Iow at 1061.11. : 5 .

The. next |nd|cat|ons are the red dotted control lines. In Elliott the 5™ wave will retrace itself to at Ieést to inner wave

2004

F

four, in less time than it took to form. Usually it is twice as fast! This also follows a general rule that \the faster move Is
the imarket dlrectlpn and the slower move is the reaction agalnsi the directional move. " -
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EWP has set up two control lines on the weekly charts. The faster line is the speed the BEAR market shoﬁjd |d:eaIIy go,
and the slower liné of equal slope, is the control and a warning that the down move may be ending. 5,

At present the prlc:e and time action of both indexes are below bloth of the control lines. So from, this aspect,.the BEAR
move is going weII on target. ' h,

873

Next step is to Iook at smaller time frames. The weekly charts have changed little. Conceptually, the labeling: has not
changed since November 2003. A

| | i : b
The: DOW initial target was 9967. The bounce at 10,000 was expected. See comment in last weeks update. ‘10,000
Ievel plays a large: part in trader’s memories for it was very much dwelled on by the news media as the DOW Went up
through it. Gann tradlng technique uses such important events and dates as targets and turning points.
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S&P 500 (13)
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Last week’s report suggested a bounce or a pause in the down move. Both indexes have started R
OVERLAPPING movements_last Monday. Thursday there was a strong short covering rally most likely inspired b L
SRR Y ISR P A ST by -the.DOW bouncing off-the. 10,000 level. - The. short.covering. rally could .not-be sustained .on-Friday.and-both ...z il M 8o o 2275
indexes turned down/"However, in the last 90 minutes both indexes made substantial recoveries and thus
completed what lgoks like a 5 point reversal. High volatility tends to be more positive than negative.
However, if it fails to bounce market, the down move becomes much more vicious. A
I < -
e N
The last wéek’s action is an OBVIOUS CONTINUATION or REVERSAL PATTERN. If it is a reversal it may have J,/' \,\\
bifurcated on the low on Friday afternoon for the up move. It is the third low in the sequence. Thusitisina - Target = 1129
good position to extend it gains upwards on Monday. However, the larger pattern suggests it is a FLAG for 5
_the down move. If that is the case the indexes are now heading up for that third critical high. Often this high T
" does not go above 61.8% of the previous swing down within the FLAG. Thus, Monday the market could move ™. 1120
e up quickly from a COMPLETED 5 POINT REVERSAL, or drop from a completed FLAG pattern. THIS IS EXATLY s
7 WHAT BIFURCATIONS MAKES A BIFURCATION. It is the balance between moving up or down. A fast &
move needs that balance between the BULL and BEAR strength and high commitment. That insures whichever b
side is wrong will be forced to cover. BIFURCATION POINTS are DECISIVE VICTORIES. Like in the battles on N
the field of Megiddo, the result is decisive. \

1140

FLAGS fly at half mast and the target lows they form he lows that they form tend to be more substantial

reversal continuation patterns than the FLAG. So look for a larger CONTINUATION or REVERSAL pattern at 1100
that target. However, first, we need the resolve whether the pattern of last week is a FLAG or a 5 POINT

REVERSAL. Obviously both are possible. The larger degree and EWP favors a FLAG.
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\“M The ZIGZAG move is short of target. That shows a slight weakening in the BEAR trend.
1220 ; Vel i There is an obvious FLAG or 5 POINT REVERSAL formed on the low. EWP has labeled it on
P : this chart as a 5 POINT REVERSAL. However, EWP leans towards the probability that this
: ; P T ! is a FLAG.
g g g Tl b
10 I f“_:ik\l\x{lost of the down move of last two weeks is well below the control line. The control line is
1210 : 1] i based on the TERMINATING position of the move within the first red rectangle. At present,
i the prices within the projected RED RECTANGLE are rotating around the red control line in
L I P A i a weaker pattern than within the first RED RECTANGLE.
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The BEARISH break is still moving strongly down. Prices are within weekly ; “‘n_\ 5
control lines for continuation of the BEAR move. :
0.809*(T4) projection (11417 g5+ 0
A00E A FLAG or 5 POINT REVERSAL has formed around last week’s price action. A 5 E
pause or a reversal was expected at this point last week. A bounce was also 0
expected on the 10,000 on the DOW — this has occurred. 0 :
EWP favors that the pattern last week is a FLAG rather than a reversal. Measuring GAP target 111323
LET 1.000%(T4) projection : 1130 o ' ' : T \
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~. FLAG targets tend to produce stronger bounces or reversals than
the_FLAG that drives them there.

Monday or Tuesday will see the resolution between the FLAG and

the 5 POINT REVERSAL alternative.

Either was the move should be fast.

EWP suspect commitment is
large thus volatility should increase on the break.

If prices resolve into a FLAG, which is the expected out come —
the FLAG itself will give the next measurement down. (FLAGS fly
at half mast.)

next Tevel could last much longer. A great deal will depend on
I%T]ove down performs. That is if the indexes break
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The FLAG lasted a week; the
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If the DOW drops below 10,000 without a greater pause or recovery, i.e. early :
next week, the down move will accelerate. The next stop could very well bethe ™ _ el mb oo R L S Rl i 4
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This update does not suggests nor recommend that any trading position to be taken. This is NOT financial trading advice. If you trade, and need assistance
or advice, it is suggested that you seek qualified financial advice in accordance to the rules and regulations in your country.



