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EACH UPSWING IS SLOWER

Third high or third lows are important chart positions. There is a tendency for patterns to
complete on the thirds high or third low. This position is a double third high. It is the 3™ high in
the 04E swing, and also the third high in the year and half long RISING WEDGE. This thus could

be a major bifurcation.

The move that started two weeks ago will either break the lower trend line or bounce. False

breaks are typical in these positions. As you can see there has already been a false break on

two of the support lines.

The RISING WEDGE has most likely bifurcated on the last high two weeks ago. What is needed

is the confirmation by breaking the lower support lines and accelerating down side. RISING

WEDGES are predominately bearish. In the pattern above the last swing O3E is also a RISING
WEDGE mirroring the larger RISING WEDGE it sits in. Little has change following this pattern

the last few months.
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In the S&P, the pattern is similar to the DOW. Whereas the O3E swing in the DOW is a
RISING WEDGE the pattern in the S&P is an unconfirmed HEAD and SHOUDERS. This was
discussed a few weeks ago that this used to be a very reliable pattern in Edwards and Magee
days but now almost is as good as noise, for almost all of them, are faded.

There is also the general comment the markets are always right. This is more about trading

the markets, and going against the trend, not about the market always making the correct

judgment about the economy. Many years ago, John Keynes was prompted to say, 500
“Markets can remain irrational longer than you can remain solvent”.
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The O3E segment is an overlapping pattern and also a RISING WEDGE as is the Iargerpattern that it sits in. With Rita thé
pattern so far has managed a FALSE BREAK. It’s interesting how the four lows were-made over the last four months. -The
. 03D low was made on an upbeat DEL report late in the afternoon while the market»\fvas falling sharply. It reversed ;h’e drop 10900
DOW 90 m|n/ba I starting a rally that may now be completing. About two months later DEL fell 7% in one day on a poor profit report. The
next two lows were made on the London bombing and the Katrina. The mark@t'now is trying to bounce on the Rifa low.
Perhaps the market needs a few more DEL reports and disasters to boom. .° r,/
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Last week’s comment on this chart still is valid this week.
“The pattern is resolved once the [B]-[D] line is broken. However, false b‘reaks are now common. 1180
To differentiate from the real and the false initially is difficult. Additionally RISING WEDGES are v
naturally difficult patterns at the conclusion. It is basically, a trendless market trying to resolve into
a direction. Statistically most resolve to the bear side.”
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Additionally, for EWP this may be a major Elliott top. %
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/" CONCLUSIONS

The move down last week was fast suggesting a bifurcation is in. However, after
taking the trend line, both indexes bounced back above the trend lines creating a
false break. Not entirely unexpected.

Technically the position remains BEARISH. RISING WEDGES usually resolve in a
bear break. Additionally the EWP Elliott count remains bearish.

The position on Friday is critical to the next action. A break back below 1205.35
could easily start an accelerated move down. However, with Rita being less severe
than initially expected there is also a possibility of a positive reaction to the upside
and a TACTICAL BEAR RAID. A failed break here could turn out to be very positive —
failed breaks produce string reactions.

Any bounce is expected to be only short lived perhaps a day or two. The position
has been the same for EWP for months. What it has been expecting for months has
reached its climax point on Thursday. The minor pattern over the last two days is
bearish. However a positive hit here will cause a strong short covering rally as a
break will start an accelerated move down and complete a year and half long
pattern. | will be watching the stats and comments with great interest. Who knows
another similar report to the DEL report of a few months ago will pop out of the
woodwork and save the day.
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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.
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