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TRADING TECHNIQUES, INC.
DISCLOSURE AND DISCLAIMER

The material presented in this report is confidential and proprietary to Tom Joseph and
Trading Techniques Inc. This information cannot be used, disclosed, or duplicated, with-
out the prior written consent from Tom Joseph or Trading Techniques Inc. This work is

protected by the Federal Copyright laws and no unauthorized copying, adaptation, or
distribution is permitted.

The material presented in this report is believed to be accurately presented. However, it
IS not guaranteed as to accuracy or completeness, and is subject to change without
notice, at any time. There is no guarantee that the systems, trading techniques, trading
methods, indicators, and/or other information presented in this report will result in
profits, or that they will not result in losses.

It should not be assumed, or is any representation made, that the methods presented in
this report can guarantee profits in the Options and Future Markets or any other finan-
cial or Stock markets, or that future performance will equal that of the past.

Past performance is not a guarantee of future results. Only risk capital should be in-
vested in the Options and Futures Markets or any other financial or Stock market. Nei-
ther Trading Techniques Inc., nor Tom Joseph, nor anyone else representing Trading
Techniques Inc. or Tom Joseph, take or assume any responsibility or make any guaran-
tees or make any specific trading recommendations. All investments and trades carry
risk, and all trading decisions of an individual remain the responsibility of that indi-
vidual.

The hypothetical computer simulated performance results provided are believed to be
accurately presented. However, it is not guaranteed as to accuracy or completeness and
Is subject to change without any notice. Hypothetical or simulated performance results
have certain inherent limitations. Unlike an actual performance record, simulated re-
sults do not represent actual trading. Since, also, the trades have not actually been exe-
cuted, the results may have been under or over compensated for the impact, if any, of
certain market factors such as liquidity. Simulated trading programs in general are also
subject to the fact that they are designed with the benefit of hindsight. No representa-
tion is being made that any account will, or is likely to achieve profits or losses similar

to those shown. All investments and trades carry risks.
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Introduction

Nine out of ten traders balk at Elliott Wave Analysis and claim that it never works. At
first | agreed and even sympathized with this opinion.

However, after researching simple approaches to Elliott Wave analysis and using it to
trade my own personal funds over the past 17 years, | strongly feel that a Trader is
cheating himself by simply discarding Elliott Wave analysis. Elliott Wave analysis is
the only tool that | know that consistently identifies the strength of the move and how
far it will trade. Knowing the direction and price target is essential because traders do
not seek to buck the trend, but trade in the direction of the major trend of the market.

One of the main reasons cited by traders who think less of Elliott Wave analysis is its
subjectivity and complexity. This is absolutely true. About 65% of Elliott Wave analy-
sis is made up of complex rules which can be dissected in numerous ways. Ten analysts
can easily come up with 10 different answers.

After struggling for a solution, | was finally able to build a simple model using the other
35% of Elliott Wave Analysis that is very clear. Further research showed that the 35%
of the rules thaare clear, contributed to almost 80% of the profits that can be achieved
by using Elliott Wave analysis.

This made it very clear to me. Concentrate on the portions of Elliott Wave analysis that
work, and leave the rest for newsletter writers and self proclaimed gurus. Most of them
never have and probably never will trade or risk their own funds.

In this manual, | will outline a simple model and discuss hundreds of examples. In
addition, | will present some important research that complements Elliott Wave analy-
sis. | cannot guarantee you will trade better with this knowledge. However, | am 99%
sure you will think twice before condemning Elliott Wave analysis in the future. | am
also 70% sure that once you study the examples in this manual, you will be able to count
Elliott Waves in any market without anyone’s help with a high degree of accuracy.

So lets get started!
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Impulse Patterns (How They Develop)

The impulse pattern consists of five waves. The five waves can be in either direction, up
or down. Some examples are shown below.

Upward Wave 5 Wave 2 Downward

/mpu/% Impulse
Action Action

Wave 1

Wave 1

Wave 2 Wave 5 Wave 5

The first wave is usually a weak rally with only a small percentage of the traders patrtici-
pating. Once Wave 1 is over, they sell the market on Wave 2. The sell off in Wave 2 is
very vicious. Wave 2 will finally end without making new lows and the market will start
to turn around for another rally.

@ / Vicious Selling in Wave Two

@ Wave Two will not
____________ make new lows

The initial stages of the Wave 3 rally is slow and it finally makes it to the top of the
previous rally(the top of Wave 1At this time, there are a lot of stops above the top of
Wave 1.

Traders are not convinced of the upward trend

and are using this rally to add more short po@ STOPS

sitions. For their analysis to be correct, the A~~~ — Top of Wave One
market should not take the top of the previ-
ous rally. \Wave Three in

@ initial stages

Therefore, a large amount of stops are
placed above the top of Wave 1.
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The Wave 3 rally picks up steam and takes the top of Wave 1. As soon as the Wave 1
high is exceeded, the stops are taken out. Depending on the amount of stops, gaps ar
left open.Gaps are a good indication of a Wave 3 in progres#fter taking the stops

out, the Wave 3 rally has caught the attention of traders.

Wave Three in progress

) Gap of Wave Three
@) sToPs —

< ——————— Top of Wave One

The next sequence of events are as follows: traders who were initially long from the
bottom finally have something to cheer about. They might even decide to add positions.

The traders who were stopped ¢after being upset for a whil@ecide the trend is up
and they decide to buy into the rally. All this sudden interest fuels the Wave 3 rally.

This is the time when the majority of the trad-

- : traders

ers have decided that the trend is up. buying @

Finally, all the buying frenzy dies down anc ™

Wave 3 comes to a halt. Stops In general,
taken a majority

Profit taking now begins to set in. Traders @ out of traders

who were long from the lows decide to decide and

take profits. Other traders start to pro- f‘hgeretreetnhdat

tect profits. is up.

@

This causes a pullback in the prices and
this pullback is called: Wave #Vhile
Wave 2 was a vicious sell-off, Wave 4
is an orderly profit taking decline.
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While the profit taking is in progress, the majority of traders are still convinced the
trend is up. They were either late in getting in on this rally, or they have been on the
sideline.They consider thisprofit taking decline as an excellent place to buiil

get even.

On the end of Wave 4, more @ Profit
buying sets in and the prices

taking
start to rally ag:

decline

Vicious
sell-off

The Wave 5 rally lacks the huge enthusiasm and strength found in the Wave 3 rally. The
Wave 5 advance is caused by a smaller group of traders.

While the prices make a new high above the top of Wave 3, the rate of power or strength
inside the Wave 5 advance is very small when compared to the Wave 3 advance.

Finally, when this lackluster buying
interest dies out, the market tops @
out and begins a new phase in the

opposite direction.

Rally with Price makes
When five waves are com- great strength new highs.
plete, the market changes @ However,
trend. strength in

o A

rally is weaker
in comparison
to the third
wave rally.
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Indicator To Provide Elliott Wave Counts

To keep tab of the Elliott Wave logic, we require an indicator that measures the rate
of price change in one wave against the rate of price change in another wave. Stan-
dard indicators fail to perform this comparison. They merely compare price against

price and fail to compare the rate of price actiditer years of research, the Elliott
Oscillator was developedThe idea of the oscillator is described below.

An Elliott Oscillator is basically calculated
from finding the difference between two
moving averages. If we were to use a sma|l
moving average and a large moving averag¢,
the difference between the twaowill show
the rate of increase in prices.

The small moving average represents the

current price action, while the larger movingjis large in Wave 3

average represents the overall price action.

0

When the prices are gapping up inside
Wave 3 the current prices are surging; th
difference between the small and large moVv

\U

ing averages is great and produces a large

oscillator value.

tf
r Rate of price

increase is
I_ much faster

Wave Three

/N

Difference

Small moving aver-
age representing
current prices

]

—

Large moving average
representing
price actions

However, in a Wave 5 the cur
rent prices are not moving up gt
a fast rate and, therefore, t

difference between the small
and large moving averages i
minimal. This produces 3
smaller oscillator value.

By comparing the oscillator

peaks, one can distinguish be-
tween a Wave 3 phase and 4
Wave 5 phase.

Wave Five

r
it
!

Rate of price increase is slow

Difference is very
small in Wave B

-
-~

-~
~

—— e

-1
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Elliott Oscillator: Step-By-Step lllustration —

When the prices rally above the top of Wave 1, the Elliott Oscillator is making new

highs. Notice also the gapping action. The current rally is labeled Wave 3.

Finally, the buying subsides in Wave 3. Traders begin to take profits. However, the
general public is eagerly waiting for a neutral area to buy into this market. When the
Elliott Oscillator pulls back to the zero level, or below, the market is entering a neutral

™ WWW.FOREX-WAREZ.COM
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@ Frices making

new highs, but
no lasting strength
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Small and Large Moving Average

Small MA
represents
current

Current prices
moving with slower
rate shows wave
five

Larger MA represents overall price

Current prices moving up rapidly
shows wave three
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Once Wave 4 is over, buying comes in from traders who missed the entire Wave 3 rally.
The prices move to new highs. However, the rally does not have the fast rate of price
increase that was seen in Wave 3. This difference in the rate of price is picked up by the
oscillator and can be easily identifidORAL OF THE STORY Always let the Elliott
Oscillator track Elliott Wave counts.

Sample Price Bar Chart
3) H“‘w““jl

Frices making

|1-»{} @ I\Ln' @ new highs, but

no lasting strength

TTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTT

Small and Large Moving Average

Small MA
represents
current

Current prices
moving with slower
rate shows Wave
Five

Larger MA represents overall price

Current prices moving up rapidly
shows Wave Three

TTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTT

The Elliott Wave Oscillator | e

1

Majority accepting the Frices making new ] -

trend \ highs W/’thaut% B
.||I|||||||||||”HH ‘H

, T .~ -
W = =

=o

FPulle Back to Zero e

-

-=o
1o
—1z=ao

B =]

TTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTT

Trading Techniques, Inc.© 1998




The Elliott Oscillator

| || )
|, AL

Elliott Oscillator
(not shown to any scale)

.

.ﬂm

Minimum 90%
Pullback Required
For Wave 4
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Using The Elliott Oscillator in (Wave Three)

® When a market rallies with a strong Elliott Oscillator as in Chart A, the rally is
classified as a Wave Three.

60330 D EN X GC330 Dinnnsaiil|aairaaianoea30 D EH X GC930 DIy

I 29,6 38@,1 367,55 371.3 -9 368.1 369.3 368,1 369.3 +1.3 |
Chart A Chart B I
gﬁ 390.8 , g - 390.0
Wave 3¢ | L 2000 WB | 2000
f ]’* i

htl :373.3 h‘l“ | 11 :m_a
Uwijj jasa.a iiif]hulg] ¢ jgga_a

g Wi F 350.0 E v - 350.0
' | . |
-I--I'J_ J‘ 1-1.J_ - 1h } 11:]
H itk - 340.0 ]“{}Lf ! - 340.0
%h q 2 3+14 7
o1 *’i + I 1 Once Wave 3 is over,
z " 330.0 E%‘ 4 profit taking sets in. " 330.0
W L - L
5 - 320.0 - 320.0
~ 4/93  5/93 . ____4/93 5,93  6/93

1

et [ e HGC930 D Osc 5§ 35 Wiyt
Strong Oscillator & 208\
[ 100 Oscillator 18@
[ Pullback to
T |
1 1 A
B | . | e !@Zero - @
4/93 5/93 . _4/93  5/93  &/93 c

©® Once Wave Three is over, the market will pull back on a profit taking decline.
During the profit taking decline, the Elliott Oscillator should pull back to z&so
shown in Chart B)
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Using The Elliott Oscillator in (Wave Four)

® Once the Elliott Oscillator pulls back to zero, it signals the end of a potential Wave
Four profit taking decline as shown in Chart A.

e GCI30 D EM X GC930 Drymmmmmei
368.1 369.3 368.1 369.3 1.3 |

R nGC930 D EW X GCI30 Dmmmml

"} 355.0[

Chart A E _5_j 290.8 Chart B New Highs2 g L
i [ 385.8 ﬂ{
HE: I i
JJ- + J‘H : 375.08 w E ﬁ I

h 4 # Jij :E?B'E JI”Jr I}H ) |J4 . 380.0
TR AE I e
Hir r 360.0 y A 2 1
qu z 2 ﬁ [ ass.@ ) *ﬂﬂﬂi}j .F] - 360.0
. Profit Taking [ 150.0 N z a

g | J'” Decline Over - g | Ji'..-' Profit Taking - 350.0

'|' 11 345.08 ) } 1 Ended -

Jh*l;].l_g g | 340.0|[ 5 }h i } - 340.0

r : - 335.0 Hﬁfﬂ

I : - 338.0
[ 330.0))
4/93  5/93 6/93 4/93  5/93 693  7/93

1,

Dyl Rl P Pl S R e e Pl P P )
T GC930 D O=c 5§ 35Tl

vvvvvvvvvvvvvvvvvvvv

Oscillator i - z@e|
Pullback to
il et & w |
493 5/93 693 KA 4/93  5/93 693  7/93

® New buying comes in and the market makes new Hggthshown in Chart B)
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Using The Elliott Oscillator in (Wave Five)
©® The market is making a new high with less strength in the Elliott Oscillator as shown

in Chart A.

® This indicates that the current rally is a Wave Five and once the Fifth Wave is over,
the market should change direction.

AT ETEGCI30 D EW X GC930 DmnmnmeriY| mmmmem e eea30 D EW X GC930 DrymemeeTy
| I68.1 60,3 I68.1 363.3 +1 . ) 9.3 +]1 .3
r 4Z@.8 5
Chart A _ 3 | Chart B 420.0
NewHighe ¥s-—r 41e.e|fl \yhen 5 Waves are com-Z e
3, L 400.0||| plete, the market chang&% -
3 i direction [
3 g a [ S90.0 *3h - 408.0
B 4 r 3E0.@ H
4 }}# 1 i g - 396.0
1 . . r 37a.a 3 . |
w i 4
W r 366.8 B !] "4~ L 3p0.8
Ha ﬁ - }{1 4- .
g i - 356.8 [} : 5
vl,]ll i 4 - 3708.8
\ 3 J]l i . [ 340@-8 1 A Z @1l -
i 0 Good Oscillator [ oo y g
Divergence i ) ﬁ [ 368.0
L | iii| = —3—
3Z@.08 N ﬁ
"4/93  B/93 | gr93 . i Previous - 358.8
EeeEEHERGCIA0 D Osc 5 35 ARSI i ‘l Wave 4 -5
Oscillator - zeel Il‘{lﬂ{'g]" Low - 340.0
Divergence 15a|f[1
1@@ g“‘ F 338.8
_5_
| (AN, 4 o]
................................. - a -
 ar9zx  BS93  gs93 . _4-92 693  8/93

® When the market changes direction after completing a Five Wave sequence, the
previous Wave Four will become the first target. In Chart B, the market changed
direction and is trying to test the previous Wave Four low near 3630.

X See page 44 on how to handle extenti@ub Divisions)n Wave Five.
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Adding PTI (Profit Taking Index) - Theory

Using Elliott Wave analysis, any major rally or decline can be classifidd/asaThree
Once aWave Threeis in place, Elliott Wave theory continues to look f&ave Four
Retracementfollowed by second attempt in the same direction. This last phase is called

Wave Five
WAVE FIVE - 2nd
attempt in the same
direction.
WAVE THREE
Initial Strong
Rally @

WAVE FOUR
Retracement

RALLY PHASE

WAVE FOUR
Retracement
WAVE THREE @
Initial Strong
Decline

©

WAVE FIVE - 2nd
attempt in the same
direction.

DECLINE PHASE

The above patterns are completed Five Wave sequences and are great after the fact.
However, while the pattern is in progress, the Trader is left with a major dilemma at
the end of the WAVE FOUR Retracementis dilemma is because many times the

2nd attempt fails to materialize.

WAVE FIVE - 2nd
attempt in the same
direction.

©,

Anticipated
WAVE FIVE

WAVE FOUR

WAVE THREE WAVE THREE Retracement
Initial Strong Initial Strong
Rally @ Rally
\
WAVE FOUR \
Retracement \
Market continues to S
drop without reversing. \
\

Normal Five Wave Pattern False Five Wave Pattern

Trading Techniques, Inc.© 1998




From our years of research and development, we designdttdhieTaking Index

(PTI). The Profit Taking Index compares the Buying/Selling momentum in Wave Three
with the Buying/Selling momentum in Wave Four. This comparison is then passed to an
algorithm that calculates the PROFIT TAKING INDEX VALUE.

CASE 1 - Normal Five Wave Pattern

WAVE FIVE - 2nd
attempt in the same

Statistically, if the Profit Tak- direction.
ing Index isGreater than 35,
the market gx_h_ibits a greater WAVE THREE
tendency tanitiate a Fifth IFr;itlilal Strong
Wave or a 2nd Attempt o
N P @ pi

WAVE FOUR
Retracement

Phase.

CASE 2- False Five Wave Pattern

2\

Statistically, if the Profit Tak-

ing Index iSLESS than 35,
the market generallffAILS
% PTI generaly
\
\
\

WAVE THREE
Initial Strong

Rally to initiate a Fifth Wave or 2nd

Attempt Phase.

Market continues to \
drop without reversing.

CASE 3 -Failed Five Wave Pattern - Double Top
©) DOUBLE TOP

If the Profit Taking Index is
LESS than 35,and the market m;fl'fs:rg'ngE
still initiates a Fifth Wave Phase, Rraiy
the potential for aDOUBLE

TOP becomes very high.

e

WAVE FOUR
Retracement PTI
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Adding Wave Four Channels

Wave Four Channels are another proprietary study developed along with the Profit
Taking Index. The Profit Taking Index mainly deals with Buying/Selling momentum at
different stages. The Wave Four Channels deal with time. After a strong rally, the
retracement phase is allowed a certain amount of time prior to initiating the 2nd attempt
(Wave FivePhase.

Statistical studies show that if the retracement phase consumes too much time, the 2nd

attempt phase diminishes its full effect. The Wave Four Channels are three time/price
lines.

If the Wave Four Retracement holds above the Wave Four channels, the odds for a
strong 2nd attempt are greater. If the Wave Four Retracement breaks below the
Wave Four channels, the odds for a strong 2nd attempt is very low.

WAVE FIVE - 2nd @
attempt in the same
direction.

PTI Greater

WAVE THREE than 35

Initial Strong
WAVE FOUR \

Rally
Channels WAVE FOUR
Retracement holding above
Wave Four Channels

The Significance of Wave Four Channels

1) If the wave four retracement holds above the first chgdisglayed in BLUE)the
statistical odds are better than 80% for a strong wave five rally.

2) If the wave four retracement holds above the second cha@msmhyed in GREEN)
the statistical odds for a strong wave five rally is only 60%.

3) The third channeldisplayed in RED)s a final stop, because once this channel is
broken the odds for a new high in wave five is very low. The very few times a fifth wave
is generated after breaking the RED channel, the rally becomes a tedious, slow and
drawn out process which literally eats out your patience and option premiums.
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Profit Taking Index & Wave 4 Channels

® In Chart A, when the Elliott Oscillator pulls back to zero, the Profit Taking Index
(PTI) should be greater than 35. In this case the PTl is at 47 which indicates normal
profit taking in the Wave Four Decline.

E R |- T
| b 4.l 268.1 369.3 36e.1 3693 +l.3
PTI>351 i
Chart A g - 3se.a| ChartB g . 400.0
3 - 385.8 [{
[ B I g I} F 390.0
Il i
| Hl r 275.0 B
} 4 J‘L I ’ | r 380.0
} * j F 370.0 Jrli “1 ”J,'
1 :‘i/, - 365.8 h ol [1“1 F 370.0
H.Hfh - 360.0 iJ A 2
F‘H Z //? - 355.0 Mi[mlt ﬁ - 360.0
i - 358.8 i) I
7 1 J .r-*‘ff’ [ as o g illiv Buy For New ¥30.0
jh*lﬂ-h} 1 Prices Holding Above te 24a . @ 9 h’u}h}f’i Highs P 348.0
% i 2nd Wave 4 Channel | U '
I  235.8|| 4
i : - 330.0
- 330.0|
4,93 5/93 6/93 . 4/93  5/93  B/93 /93
Y| o e BCaaN D Dse & 35 Tmrrrg
Z08 || 2080
Ll I, I | .
4/93 ____ 5/93  B/93 4/93  5/93  B/93 /93
® In addition, the prices should hold above the Wave Four Channels which indicate

the ideal length of time for normal profit taking. In Chart A, the prices are holding
above the Wave Four Channels.

Everything here looks good for a buy.
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Adding Displaced Moving Average(DMA)

® We introduced the DMA concept in 1988. The DMA is a normal moving average
shifted to the right. The purpose behind the DMA is to allow the market to continue

its momentum.

® When the market finally completes a Five Wave sequence, prices will cross the DMA.

LRSS D R O UG G R Ul O O Py O O Y O O P RO O Dy DU O el I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'I'
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DMA g Sell on CrosS,op
Fifth Wave High> of DMA
3 13080
1250
1200
i 11508
1 {{ displaced 5
F periods T 1ese
[ 1088
A
% é DMA stays out of the way and lets the ase
= market continue its momentum
agd||
__ /93 8,93 993 1893 11,93 1293 ___ 1/94
T T R R e e T e i CCI4H D Osc 5 35 iy iy o o o Ty T T
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©® Atthe end of Wave Five, use the DMA to enter the trade. We suggest a 6 or 7 period
moving average shifte@lisplaced)}to the right by five periods.

® WARNING: The DMA is designed to enter positions at the end of a Fifth Wave and

on certain patterns at the end of Wave FD@.NOT USE the DMA as a tool to buy
or sell at other places. The accuracy for the DMA as a tool by itself is less than 21%.
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Using The Regression Trend Channels

While the DMA discussed on the previous page continues to assist in locating entry and
exits, we have developed a new tool called the Trend Regression Channels. The idea is
to find the best fit linear regression of data between any two points. The standard devia-
tion of the data from that regression line is used to display the upper and lower chan-
nels.

While the trend continues, the market trades in the channels. Once the price breaks the
Trend Regression Channels, a change of t(biag) is indicated.

CC94H D EW X CC94H D
i19@ 1215 1198 1212 -2 83/16-94

]

13508

13808

1258

12808

1158

1180

1858

? J Iy 1088
I T 4
N]
J'{ a as@
.J'
Regression
Line - o@af
__7/93 8,93 9,93 18/93 11,93 12,93 1,94 [=]s

Both at the end of Wave Four and Wave Five, the Trend Regression Channels can be
used to provide entries in the direction of the trade.

Many of our users combine both the DMA and the Trend Regression Channels to enter
their positions.
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Rules: Type 1 Trade

(Buying at the end of a Fourth Wave retracement)
Once the software confirms a Wave Three rally, look for the following conditions:

A. Look for theElliott Oscillator to pull back to the zero I :
(base)line. (Elliott Oscillator is part of the software). (Projection for5F|fth Wave)

B. Once the oscillator pulls back to zero, check to see if the pri;@
have retraced at least to the 38% level of the proceedin

Wave Three.

C. At this time, theProfit Taking Index should be above Profit Taking

35 (preferred) The Profit Taking Index is a propri- Index
etary indicator that aids in determining the prob-
ability for a Wave Five. When the Profit Taking
Indexdrops below 35 the statistical odds for «— —38% g
a Wave Five rally is greatly reduceth §
addition, it also increases the odds T 50% &
for Fifth Wave failures. et et g

SR -———62% 7

@ Wave Four
Channels

Oscillator to pull
back to the zero
Elliott Wave

H H (bas4 line.
Oscillator

D. Retracements should hold above the Wave Four channels. Wave Four channels are proprietary
channels that provide the much needed timing element for Elliott Wave analysis. An ideal Wave
Four should complete above these channels. Containment of the retracement levels above the top
two channels provide a higher probability for a stronger rally in Wave Fhis.step is not as
critical as the Profit Taking Index in Step C.

E. Calculate the stop two Fibonacci levels under the entry level. For example: if your entry is at the
38% level, the stop should be placed two levels ui@érich is below the 62% retracement
area).

@
i

F. Look for the fifth wave projection target given by the software. Calculate the potential profit/stop
ratio. If this ratio is greater than 1.5, the trade is worth considering.

The Reverse Logic Applies For A Declining Five Wave Sequence.
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Rules: Type 2 Trade

(Selling at the end of a Fifth Wave rally)

Once the software confirms a Wave Five rally, look for the following conditions:

®

A. Look for prices to be near the Fifth Wave projection.

B. Make sure the Elliott Oscillator confirms a —5—
Fifth Wave by providing clear divergence @ (Fifth Wave
and the Oscillator pulled back to zero Projection)

(base-line)in between. The Elliott
Oscillator is part of the software.

Divergence in peaks
compared to
new highs in price

confirms Fifth Wave.
H‘I. !l .||||III|‘H
g |

Elliott Wave in HHH‘M HH‘HH HHHHHH““M
P

i - e
Oscillator
Pulled back to zero(base-line)in between peaks

C. Use a DMA(Displaced Moving Averagdp sell on a crossover. The DMA is a simple
moving average displaced or shifted to the right. As long as the momentum in the market
continues, the DMA stays out of the way. When the price tops out in Wave Five, it
eventually breakg$crosses)the DMA. This provides a confirmation to enter a position.
This also provides a defined stop above the highs.

D. Place stop above previous high.
(DMA) stands foDisplacedMovingAverage. Our software automatically calculates this for you.

The Reverse Logic Applies For A Declining Five Wave Sequence.
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Mechanical Trade Setup

The Advanced GET computerized Elliott Wave model can be used to set up a mechani-
cal trading approach.

MECHANICAL TRADE #1

CCI4H D EW K CCI4H D

The Type 1 Trade is used for buying at
.o the end of a fourth wave retracement.

24

12680

Wait for the oscillator to pull back
to zero. Historically, this happens 94%
of the time in wave four retracements.

1150

11680

iese

kg 1 J 1000 - .
M T Make sure the Profit Taking Index
B ™ (PTI)is greater than 35. A PTI greater
o ___iz i __irzed =—! than 35 indicates a high probability of
| HHHHH‘ | sl new highs in Wave Five.
el ol [T— ”
!‘93””‘”“ 3793 8/93 9793 18793 uﬂ!!' = When prlces break the Trend RegreS'

sion channel or the DMA, buy the mar-
ket for a wave five rally.

MECHANICAL TRADE #2

The Type 2 Trade is used for sellings
at the end of a fifth wave rally.

CC94H D EW X CCO4H D
1169 1149 1189 1138 +5 B1/087/94

1358

1388

When Wave Five makes nev
highs, make sure the Elliott Oscilla
tor shows divergence with its Wav
Three peak.

1258

1288

13 7) T =~

1158
1188

1858

When five waves are completg, - |
the market changes trend. Wait fort °
the price to cross the channels.

1888

?/93 8/93 9/93 18,93 11793 12,92 194 =ls

When prices break the Trend R ¢ —"C T —
gression channels or the DMA, sell HHHHH H\ i

g 1] 0, .
the market. I '”HHHH

/93 8,93 9,93 18,93 11,93 12793 1/94 =

The initial target is the previous
Wave Four.
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Type One Sell - March 93 British Pound

43.18 143.58 143,

18 143 32

Wave Four

Wif

VEB

PTI>35

183.63  12-15/,92 Tue i34

Z Channels Holding :

43.18 143.58 143,

BPFO3H D

18 143 32

Sell

on cross of
trend line

Vﬁ’ ﬂdﬂm

ri7e.ee

ri65 .88

ri68.8a

r155.84a

ri5e.ea

r145.808

ri4e .68

3/92 18/92

1izs9z

119z

1792 "

393

" pm——

" 1@s9z 0 dzs9z

BP‘33H D Osc 5 35

11,82

_ 2s93

great.

Conclusion:

@

Trading Techniques, Inc.© 1998

Profit Taking IndexPTl) is at 91(greater than 35)

Wave Four(Time)Channels are holding prices.

SELL on cross of trend line

The software labels the rally as a Wave 4 Retracement and the
Elliott oscillator has pulled back to zero.

Statistical tendency for market to decline to new lows is very




Type One Sell - December 92 Corn

| ’é‘- i 211l 298 zi1ely -1 | = i 211l 298 210 -1
b =
FZE0
2 | [lq]‘ 270
i = ”
}1 | 4? Wave Four I L -
H 1 llfll Il channels Holding [2&® Z55
f 3 L 250
Etl S f r250 LL‘ Sell (245
f 1IHi x\“‘a I on cross of  z4a
3 \_4_ 240 trend line  [,ae
LI-I —4— r :239
1‘11 1r \B\C FZ30 h 5225
[ |4 t L | L

i 1”.[ {l} ]ll 2208
giﬂﬂl B rZzZe | l[l 5215
I Fz1@
- 25578 B7/24/92 Fri 1?33_PT|>35 jzm Il EZBE
6/92 7,92 Bs02 R ) #9892 98/92 11/93=]+

CI22 D O=c 5 35 CI22 D O=c 5 35

:|| ..... '””“””"--uu ....... ””””””” |||||||||”||||||IIII g::lul ..... '""""""-."" ....... I||||”"”"""""||||||||||||Illnu||| ............ LTI e
6/92 792 groz 0 =1 _ W9Z as9z ~ 11-94=]

The software labels the rally as a Wave 4 Retracement and the
Elliott oscillator has pulled back to zero.

Profit Taking IndexPTl) is at 78(greater than 35)
Wave Four(Time)Channels are holding prices.

Statistical tendency for market to decline to new lows is very
great.

Conclusion: SELL on cross of trend line.

@ ® @0 ©
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Type One Sell - December 92 Canadian Dollar

CD9Z2Z D
?8.50  78.51
t = | )
L il ‘ﬁlﬁ Wave Four - az.5el||l/ 83-80
bk th ; i s 8Z .50
EI 1 Channels Holding  83.00 | Sell .
ll 5 8Z.50 {l}l on cross of Bz.00
| 4 I ,‘ trend line [ 81.58
l}l X"y - 82.00 1 08
{ } [ 81-5@ l‘ . 80.50
2 I 4 F 81.00 T [ c0.00
H [ 8e.se W 1 [ 29.5@
I‘l ’h - g0 .00 Iﬂ I 29.080
l |ﬂ } - A i
Jﬂlh ]‘ 79.568 ! W [ 78.50
’ B 79.00 Rj]  78.00
% F78.50 l]“‘H 77.560
PTI>35 I—— - 77.08|
~81.99 _10/06,92 Tue 251
§/92 a/9z 18/92 == _8/92 16,92 12-892 ==
CD9Z2Z2 D Osc 5 35 CD9Z2Z2 D Osc 5 35
| I | ”“““ L @l T TTTTT | """ ........... ||||||| i a
||||||||||||HHH||||||I| S ||||||||||||m|“|||||||| I o
B/9Z ~ 9/92  1@/92 ~ [=] C @8/82  16/92 17/92 [=]

The software labels the rally as a Wave 4 Retracement and the
Elliott oscillator has pulled back to zero.

Profit Taking IndexPTl) is at 42(greater than 35)

Wave Four(Time)Channels are holding prices.

® OO0 O

Statistical tendency for market to decline to new lows is very
great.

)

Conclusion: SELL on cross of trend line.
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Type One Sell - June 93 Swiss Franc

_— SF93M D EW X SF93M D _— SF93M D
i=f5.83 ©69.37 68.96 69.30 +0.4|[f-—F9.e8 £9.37 ©68.96 69.30 +8.4||
r 8Z.080
g i 4 - 80.00
3“ r B@.00 I:l"]
Il | r 7E8.80
4-"I r 78.80 I L 6. o8
C - | l Sell _
] } 4  wave Four [ 76.08 11 oncross of | 74.e@
_Lz' $ Channels Holding [ ! trend line -
h [ 74-00 ]IL r 7Z.00
f}ll \ g [ 7Z.00 J—{ , i F 70.80
N | ) | |
iii—{? F7E.80 i Jil F 68.84
g r 68.080 r 66.08
sl ® PTI>35 | Lwﬂ 4@”"’-
8
| r 66 .84 r 64.80841
| ¢6.16 81,2893 Thu 144
18,92
T 1Z2/92 T T T =

The software labels the rally as a Wave 4 Retracement and the
Elliott oscillator has pulled back to zero.

Profit Taking IndexPTl) is at 54(greater than 35)

Statistical tendency for market to decline to new lows is very
great.

@ Wave Four(Time)Channels are holding prices.
@ Conclusion: SELL on cross of trend line.
N
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Type One Buy - April 93 Live Cattle

LC93J D EW B LC93J D LC93.J D

=222 £82.75 86.687 8@.90 —1.2| E.. .22 B82.75 £80.687 £90.90 -—1.Z
r 85.080
3 r 84.080
r 84.080
r r 83.08
r 83.080 L
- i F B8Z.80
r BZ.080 |
PTI>35 L 1.0 [ 81.90
g L co.o0 - 80.00
H F 7o_88 FT9.808
r 78.88 r 78.00
r .60 B ! 77 .88
- u |
F 76.80 _Y b 5. B8
[ e oo oncrossof |
A M trend line r 75.00
F74.80 I
| F 74.80
F73.80 r
3 r 73.088
Wave Four V.80 I
Channels Holdlng - !
al . _ _ 808.80  12/24/9Z2 Thu 284 o
. 17,92 293 . :!.2/92 2,92 4,93
LC93J D Osc 5 35 LC93J D Osc 5 35
|||I|.
-7

The software labels the rally as a Wave 4 Retracement and the
Elliott oscillator has pulled back to zero.

(@ Profit Taking IndexPTI) is at 50(greater than 35)
@ Wave Four(Time)Channels are holding prices.

Statistical tendency for market to rally to new highs is very
great.

@ Conclusion: BUY on cross of trend line.
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Type One Buy - May 93 Sugar

LZ .65 1Z2.75 1Z2.85 12.33 -—8.17)

gt | | _
4 H’I}}) Holding ’L trendline L g ge
@F 4 r B8.508 |
gv‘w - g.00 JHJWFM L 8.Se

~18-48 ©856729/93 Tue 399  r 27.54 e
_ 293 4,93 == 1Z/92 Z/93 4,93 =1

SBO3K D EW B SE93K D SB93K D

LZ .65 1Z2.75 1Z2.85 12.33 -—-@.1
T3 .Ud]||

? B PTI>35 i:: I{ Ml M 12-50

4

r 1Z.84
r 1Z.84

h: o WM’ o
M po JTRR e

r 9.o08

===

E

Channels - 9.00 rd# on cross of |

= =]

SB93K D Osc 5 35 SB93K D Osc 5 35

B"

=] 1Z-92 ~  2/93  a4r93 [=]

The software labels the rally as a Wave 4 Retracement and the
Elliott oscillator has pulled back to zero.

Profit Taking IndexPTl) is at 36(greater than 35)
Wave Four(Time)Channels are holding prices.

Statistical tendency for market to rally to new highs is very
great.

Conclusion: BUY on cross of trend line.
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Type One Buy - June 93 T Bonds

— US93M D
=1 1309 +0Z{||[E=hi1389 11488 11387 2 11331  +8Z||
F 11488
F 11488
F 11388
F 11Z804 : 11788
F 111688
F 116668
il
" 18800 - 109060
F 1egee
r 1Bs88 L
F 1@7a8
Buy
b BB b
..:ﬂ""w 164 on cross of 186006
trend line L 1@500
F 1Bze8
F 16488
Wave Four
Channels Holding [ 1eee® " 18300
F 1Bz |
18489 84,2793 Tue 260
2/53 293 493 —
US93M D DO=c 5 35
ettt .o |||"|"|I|.,II """ i
/92 0 2s93 0 0 0 ar93 T [= 293 4,93 6-93 -

@ The software labels the rally as a Wave 4 Retracement and the

Elliott oscillator has pulled back to zero.

(@ Profit Taking Index PTI) is at 55(greater than 35)

@ Wave Four(Time)Channels are holding prices.

@ Statistical tendency for market to rally to new highs is very

great.

@ Conclusion: BUY on cross of trend line.
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Type One Buy - TRW Stock(Weekly Chart)

2 ~TRW Inc W EW % TRW-TRW Inc gz TRW-TRW Inc W EW X TRW-TRW Inc W
! 78 67 6818 | ] i=: 6718 78 67 6818 +1 a|
—5— [
3 6@ -. 72
PTI>35 & _ _ Buy a8 [
i I on cross of [ B8
' trend line i L 54
92z - 60
r o6
- 48 L
e
Foa4 T
- 44
48 |
iin r 48
} v
A Wave Four [ 3% - 36
é Channels Holding I a L 32
[ 32 Il s9% eis1e/92 Fri 133 -
1792 == . 1792 1/93 =
TRW-TRW Inc W Osc 5 TRW-TRW Inc W Osc 5 35
r 1808 r 1808 (|
r Saa r Saa
o ""h [ T ||||I| i [
M I I - a8 N " |.| II...: I a
I||||||| I il I|||| || ' I |
F SRR F SRR
- 1s92 =] 192 1/93 =]

@ The software labels the rally as a Wave 4 Retracement and the

Elliott oscillator has pulled back to zero.

(@ Profit Taking IndexPTI) is at 68(greater than 35)

@ Wave Four(Time)Channels are holding prices.

@ Statistical tendency for market to rally to new highs is very

great.

@ Conclusion: BUY on cross of trend line.

—
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December 92 Gold - FAILED PATTERN

_3_

PTILESS 2@

r 355.8

r 308.08

r 345.8

r 348.08

R[] =: =V

LOOK FOR A FAILED |

T grgz T

GCOZZ D EW B GC9ZZ D
332.7 332.1 332.5

PATTERN.

GC92Z D O=c 5 35

[~ ®&s92

g9z

1806

345.5__ @7/15/9Z2 Wed 183

r 365.8

r 368.8

r 355.08

r 308.08

r 345.08

r 348.08

r 335.08

592 ?/92 9/92

—1=

(D The software labels the pattern as a Wave 4 Retracement and
the Elliott oscillator has pulled back to zero.

(@ However, the Profit Taking Inde®T1) is at29 ( less

than 35)

Statistical tendency is for the current Wave Pattern to develop
incorrectly as the market progresses.

@ Conclusion:

Do not BUY. Market will

either Double Top or continue to decline.
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July 93 PORK BELLIES - FAILED PATTERN

PBO3H D EW ¥ PHO93N D

PBO3H D EW ¥ PHO93N D

93 _

3793

493 2 S5/93 2 G/9

ve zd |

PTILESS 1, S ] ‘k

THAN 35 ¢ [ 1 [ 52.00 I l } e

d '[1 jJ—Jr S II l| I’] l’uj ] - S56.00

- 'I'.J I h th r 48.00

J * / L 4e.ee J ”‘ [ 46.00

—4- [ 44.00 | F 44.00

1'H J} J {‘5 [ 42.00 I‘ MI]l{l‘l*H hlul] r 42 .00

HTT—H}; o 000 } lﬂld LOOK FOR A | | 40.00
ﬂq%} 2 ool #*  FAILED PATTERN. H|;

| [ 26. 00 iy 38.00

R T T

i - i, -

| %}HWHMM |

(D The software labels the rally as a Wave 4 Retracement.

@ However, the Profit Taking Inde®T) is at30 (less

than 35)

Statistical tendency is for the current Wave Pattern to develop

incorrectly as the market progresses.

Conclusion:
either Double Top or continue to decline.

Do not BUY. Market will
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Type Two Sell in Dec 92 British Pound

©® The software identifies an extended Fifth Wave Rally.

® Use the break of a trend line or a Displaced Moving Avef@d#A) to enter a short
position with a stop above the high.

BP92Z D EM X BPFO92Z D

JEEE.48  155.768 156.28 156.42 +8.6|||ESHRE.48 156.76 15E.20 156.42  +@.6|
GET indicates a fifth wave 3 20000 > 00 06
rally in progress. Once the = i
fifth wave is complete, look  § 3 19508
for a major reversal. PH r1es.ae| "';l;qi r190. 00

L “*Lf[ i 185 .88
3 ‘.[H e 4 l B
u [ F1806 .08
) 198 .88 g |
“{i+ ' I t F175.88
TH i , :179.99
HTJLF ii r185 .08 uﬂlf ]Juﬁ B
o 4 I After completinga. 1 '} 5 (165 -0
‘ fifth wave high, the ~4- l160.08
g I
rise.ee|| pound sold off to o pam [
” 1 massive new lows. r%‘ .
“LII flios 150 . 08
]{‘I 175 . ea|| New Wave 3&'43 3 145 aal
;L]rﬁ% Previous Wave 4 -
[?-9Z 9-92 1192 ==
}H“
!rﬂ 170
D ~ Use atrend line break or a
DMA for the short entry 165
| 171.6%7 88/85,/9< Wed 183
T /92 8/92 | |[=]x /92  9/92 11/92 [ =]

©® The first target is the previous Wave Four low at 175.00.
® When prices trade to the previous Wave Four, the stops need to be tightened.

® From this point on, one should monitor the software generated Elliott Wave count
for a new Wave Three in the same direction.
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Type Two Sell in May 94 Cocoa

® The software identifies a Fifth Wave High.

® Use the break of a trend line or a Displaced Moving AvefBd#A) to enter a short
position with a stop above the high.

CC94K D EM X CCO4K D

EE] 1278 1278 1243 1243 —2|E=] 127e 1270 1243 1243 —3
—a—L
GET shows a fifth wave rally. 1aea
When complete and crosses g - 1350 Stop - 13sa
trend line, look for a major - v i
reversal. 3@ ] 3 1300 -
uhl o -
Mt ol i 1250
I
iii A I 1 I
i [[]‘rﬂ 1158 l tlll - 1Z@a
afl ; - 1108 I
W,- B i . o - ﬁﬂ ‘PI- 1156
4] Previous Wave ¢ | a-=a I

When five waves are co

E{J A BH r 11@@
! é i |

plete, the market sells off.

a5e 1858
T i3 11/83793 HWed 1685
g-93 1893 12793 [=]= /93 1193 1794 30 =]

CCO4K I Osc 5 35 CCHEK D Osc 5 35

1086 M B 108/
e | ‘ ||||||||||| ! I.||| | | | ||||| ||||- a

= bYa3 " 14/93 1,94 39 —=]

=

©® The first target is the previous Wave Four low near 1150.

® When prices trade to the previous Wave Four, the stops need to be tightened.
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Type Two Buy in Mar 93 British Pound

® The software identifies a Fifth Wave low.

® Use the break of a trend line or a Displaced Moving AvefBd§#A) to enter a long
position with a stop below the low.

BPO93H D EW X BP93H D

[E=f43.10  143.50 143.18 143.3z +e.@l|f-fz.50 153.890 152.48 15z2.80 _+@.5)

v a #ﬂn
%} ] fy W}f

F1508 .80

148 .88

GET indicates a fifth wave decling -
K176 .06 E L
i+ Once the fifth wave is complete, d - g [ice.00
look for a major reversal. 158 .66
ﬂﬂ‘] J 65 . oo 1 New Wave 3E ' u:155.aa
l ) M{ Hr
qu g < Previous Wave 4  fice.es I 1 b i | (154 .00
i N F1SZ .00

j155 .00 ,IIFI l[“i

risd .88

72
—F";_'.__n_

146 .88

328 . ) After complet- _ 4400
s 1 ﬂ F145.@e||(ing a Fifth Wav% h - I
rﬁ“ W | low, the pound i 14200
A 3
w B 110 o0ll[St20€S @ strong 2 14000
| 151,00 03730003 tufzos | ey [is.cq
1152 193 3/93 = " 1-93 3/93 5/93 ==
BP93H D Osc 5 35 BP93M D Osc 5 35
A, p— | - Sea
e — A |
I|||||||| ---- ) m”""llllll"' Rl o
F —oea)

[ 11.92  31-93 3,93  [=] [ 193  3/93  5-/93 [=]

©® The first target is the previous Wave Four high at 160.00.
® When prices trade to the previous Wave Four, the stops need to be tightened.

® From this point on, one should monitor the software generated Elliott Wave count
for a new Wave Three in the same direction.
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Type Two Buy in March 93 Bean Qll

©® Chart A shows the software generated Wave count. A Five Wave sequence is com-
plete in the March 93 Bean Oil.

® Buy on the cross of the DMA with a stop under the lows.

mELELEBO93H D EW X BO93H Dimmm Y mmrmenannnB093H D EW X BO93H DRmmmmmimeTh
I 208,909 EE_._H— 28,935 208,908 208,90 208,90 - 3
A THd ; B F 23 . a6
? - 23.58|| 2 i
3 i }j - 23.88
- 23.06
- z2.5@
| # - 22.5@
. i
2z. 001 b
- 21.58||[ K - 22.00
21.08
i 4 - 21.5@
- z@.5@
I 2 ,
[ 20.00 hm L 21 . aa
F 19.58 i
1 H
o 19.BB g B EB- 59
- 18.5@ y a g 1
- I " b - 28,68
- 18.08] | i -
s H 3H |
i
[N Y R PR R O el e I'I'I'I'I'II' i i | I|1 [ 19.SB
T BO93H D Osc 5 35 Tyl 3 i .|.|| | i |
T o 1 l 14
lll [ i e R
\ Atillh..... L 5 B
.||||||||||||”HH m“ “““"hnlllll' [ o g o i
I - 18.5@
! - —1eall Buy :
b /92 8/92 | 16/92 ) . /92 8/92  1@;92 | 12/92

©® The first target is the previous Wave Four high near 20.50.

® When prices trade to this target, one should tighten stops or monitor the software
generated Elliott Wave counts for a new Wave Three in the same direction.

WWW . FOREX-WAREZ.COM
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Type One Buy in March 94 Cocoa

® Chart A shows the end of a Wave Four decline. The Elliott Oscillator has pulled
back to zero confirming this.

©® The Profit Taking Index is greater than (8% 54) showing good potential for a rally
to a new high.

S TR R TR R e
DT ] DT o T

| 1212 Il 119 1212 -2 ey
L
/\ | E3 - 1358
- 1325
1258
12088
1280 1275
1258
, - 1158 1225
h a . i 1288
g {‘ *Xx ] [ 11e@ 1175
1 -
1158
- 1858
Wave 4 Channels 1125
1188

|
“ EET
*w 1000

‘9793 " 11,93
f
| - 975
108 %

o950

il o |
|||||||||||I|uuu. .|||||| |||||||| [ a " 225

e g 90|

1875

"as93 " " 11793 . p3 8,93  18-93 1293

©® The Wave Four channels are holding, confirming a good potential for a new rally.

® Buy on the cross of a trend line or DMRisplaced Moving Averageyith a stop
below the Wave Four low. The target is to new highs above 1250. Software projec-
tions are shown with a -fwith dashes on either side)

® This also sets up a Type Two S@Ekken on next page)
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Type Two Sell in March 94 Cocoa

® Chart A shows the end of a completed Wave Five Rally.

©® The Elliott Oscillator shows clear divergence

T CC94H D EW X CC94H Dirryri frrrrmmrirnCC94H D EW X CC94H Dyl
1198 1215 1194@ 1212 | 1198 1215 1199 1212 -2 ey
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1366 a '|'|. 74 1388
z i 1275
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1158 i . }l 4&&
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©® Sell on the cross of a trend line or DMRisplaced Moving Averageyith a stop

above the high.

©® The first target is the previous Wave Four near the 1110 area.

® Chart B shows the sell point and subsequent action.
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Type Two Buy in March 93 Canadian Dollar

® In chart A, the March 93 Canadian Dollar is completing a Five Wave Decline.

©® The Elliott Oscillator shows clean divergence.
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©® Buy on the cross of a trend line or DMRisplaced Moving Averageyith a stop
under the lows.

©® The first target is the previous Wave Four high near the 80.00 level.

©® When prices trade to this level, one can tighten stops and monitor the software gen-
erated Elliott Wave counts for a new Wave Three in the same direction.
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Type One Buy in August 93 Gold

® Chart A shows a completed Wave Four. The Elliott Oscillator confirms this.

©® The Profit Taking Index is greater than @& 47) which indicates a potential for a

rally to new highs.
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©® The Wave Four channels are holding prices which further supports the rally poten-
tial.

® Buy on the cross of a trend line or DMRisplaced Moving Averageayith a stop
under the Wave Four low. The target is for new highs above the 390.00 level.

©® This usually sets up a Type Two sell situatiseen on next page)

—
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Type Two Sell in August 93 Gold
(with one FALSE signal)

® Chart A shows a completed Wave Five sequence with the Elliott Oscillator confirm-
ing with clean divergence.

® Sell on the cross of the DMfDisplaced Moving Averageyith a stop above the
Wave Five High. The first signal was a false one, and the position was stopped.
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©® The second sell signal caught the entire decline. Look for the previous Wave Four
low near the 360.00 level as the first target.

©® The first sell signal was a false signal. This was due to a sub-division or extension in
the Fifth Wave.

©® See the next page on how to handle false signals caused by sub-divisions.
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Handling False Type Two Signals

(Caused by sub-divisions or extension in the Fifth Wave)

® The main or normal Elliott OscillatqfTom's 5-35)provides confirmation on the
larger degree Five Waves.

® Since the Fifth Wave extended and sub-divided, a false signal was generated on the
first sell signal.
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® When you see false signals caused by extended or sub-divided Five Waves, use an
Extension Elliott Oscillato(Tom's Extended Oscillator 5-1%) see the divergence
inside the sub-divided waves.

® The other way is to wait for the software provided price projection before entering
the short. The price projection is shown&ga number with a dash on either side)
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Type One Sell in December 93 Copper

® Chart A shows the December 93 Copper completing a Wave Four rally and the EI-
liott Oscillator confirms this by trading to zero.

©® The Profit Taking Index is greater than(@547)indicating a new low in Wave Five.
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® The Wave Four channels are holding prices confirming a new low.

©® Sell on the cross of a trend line or a DNIBisplaced Moving Averageayith a stop
above the Wave Four high. The target is for new lows below the 78.00 level.

©® This usually sets up a Type Two B(seen on next page)
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Type Two Buy In Dec 93 Copper

(With FALSE signal caused by sub-division or extension in the Fifth Wave)

©® The software shows Dec 93 Copper completing a Five Wave sequence.

©® Buy on the cross of the DMMisplaced Moving Averageayith a stop under the lows.
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® The first buy signal was a false one and the position was stopped.

® The second buy signal caught the rally. Now look for the previous Four high as the first

target.

® The first buy signal was a false signal. This was due to a sub-division or extension in the

Fifth Wave.

©® See next page on how to handle false signals caused by sub-division.

—
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Handling False Type Two Buy Signals

(Caused by sub-division or extension of the Fifth Wave)

® The main or normal Elliott Oscillatgfom's 5-35provides confirmation on the larger
degree Five Waves.

® Since the Fifth Wave extended and sub-divided, a false signal was generated.
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® When you see false signals or extended or sub-divided Five Waves, use an Extension
Elliott Oscillator(Tom's Extended Oscillator 5-1%) see the divergence inside the
sub-divided waves.

©® The Extension Oscillatdb-17)allows the user to handle sub-division or extensions
within the Fifth Wave.
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ldentify Failed Fifth Waves (Double Top)

The weekly chart of Apple Computer is shown below with software generated Elliott
Wave Counts. Notice the Profit Taking Ind@d1) is at 14(below 35) This indicates a
potential for a Failed Fifth Wave, also known as a Double Top.
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® When the Profit Taking IndefPTI) is less than 35, greater than normal profit taking
Is seen in the Wave Four. This leads to failed Fifth Waves and DoublésBapsext

page).
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Double Tops(Failed Fifth Waves)
Apple Computer (Weekly)

® Once the market trades to the previous Ifgith the Profit Taking Index less than
35, as seen on the previous page¢ odds increase for a Double Top or Failed Fifth

Wave.
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® Use the Displaced Moving Averaf@MA) to enter a short position with a stop above
the high.

® Again, the first target is the previous Wave Four low near 43.
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Another Double Top (Failed Fifth)

The weekly chart of AMGEN is shown below with software generated Elliott Wave
Counts. The current Wave Four decline has a Profit Taking ({RJd) of 30(which is
below the minimum requirement of 39}his again indicates greater than normal profit
taking in the current decline.
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® This usually leads to a Double Top or failed Fifth Wave lfgge next page).
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Double Tops(Failed Fifth Wave High)
AMGEN (Weekly)

® With the Profit Taking Index at 30, when the market approaches the Wave Three
high, the odds increase for a Failed Fifth Wave or a Double Top.
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® Use the Displaced Moving Averaf@MA) to enter a short position with a stop above
the high.

® The previous Wave Four low near 50.00 is the first target. At this time, one can

tighten stops or monitor the software generated Elliott Wave count for a new Wave 3
in the same direction.
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The 60 Minute Factor (Hourly)

The 60 minute chart adds three valuable inputs to the decision making process.

@® Enhances Daily Resolutionsince the daily bar chart only represents the
high and low for each day, it fails to provide any insight on how the market traded
during the day. The 60 minutlourly) charts provide a footprint of the market
action during the day. This enhances the resolution of the market and helps the
Trader in analyzing the daily chart with higher accuracy.

@ Stand Alone Wave CountsSince the 60 minutgourly) charts provide a
footprint of the entire market action during the day, one can use it by itself to enter
trades. The Elliott Wave theory, Elliott Oscillator, Profit Taking Index, Wave Four
Channels, DMA, and all of the other ideas we have used so far can be utilized on the
60 minute charts directly.

® Better Entry & EXits: Once a Wave Count is determined on the daily chart,
the 60 minute chart can be used to get a better entry oFexiExample: A Five
Wave sequence is complete on the daily chart. If the 60 minute chart also shows the
completion of a Five Wave sequence, then use the 60 minute DMA crossover for a
better entry location.

The following pages contain examples of the above discussion.

s 3

Trading Techniques Inc. provides
hourly (60 minute) data on all futures
through a data download service.

N /

Trading Techniques, Inc.© 1998




Dec 93 Bonds - Power of 60 Minute Charts

The Daily Dec 93 Bonds completed a major top around 12210. The 60 minute chart is

shown below for the same day.
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Using the 60 minute chart, one
could have entered a short posi-
tion at 12124within a few ticks

of the all time high.

When the Elliott Wave count is
not clear on the daily, the 60
minute offers a better resolution
and provides excellent entry and
exit points.
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March 94 SP 500 - Power of 60 Minute Charts
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high.
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Nov 93 Soybeans - Power of 60 Minute Charts
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Type Two June 94 DM - 60 Minute Chart
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Type Two May 94 Crude QOill - 60 Minute Chart
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May 94 60 Minute Chart of Cocoa

©® The software shows May 94 Cocoa completing a Five Wave sequence.

©® The Elliott Oscillator shows divergence between the Wave Three peak and the Wave
Five peak.
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©® Sell on the cross of the Trend Line with a stop above the high.

® The previous Wave Four low at 11.50 is the first target.

® Once the prices trade to this target, tighten stops and monitor the software for a new
Wave Three in the same direction.
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June 94 Swiss Franc - 60 Minutes

©® The software labels the 60 minute Swiss completing a Five Wave Sequence.

©® The Elliott Oscillator shows clean divergence between the Wave Three and the Wave
Five peaks.

JC SSRGS PR R DGR PRCRY RCA  CY JOc G Y Y RGP R O P PRy A [P Y RGN R DY DUy R DR Ay A GG R Y Y JRCAY R P iy Y J
T T T TRS94 68 EW X RS94M 68 T e o o I o e L

i 69,25 6£9.49 69.89 69.11 +0.0]1 0840994 |
60 Minute June 94 Swiss Franc  71.50
F T1.25

3 F 71.088

g P Ta.TS

F TAa .50

F T@.Z5

’ he Lr 111 Mh*vmaﬁ%Mevious Wave & § i i EB:_?E
i, ‘ '

z - 69.25
[
J""—HT- 69.08
3 [ 68-75
- 62.54al
316 318  3I/2Z 324 2 3/F8 338 484 4/686

T T e e T RS 94M 68 Os=c S 35 iy ey o e e e e e e e e e e e e T

. B k=11,
,,||||||||||||||||||H‘H|||||||R',Y,‘?f99r‘cﬁ.|||| I, L,

“- _59

—184

316 318  3I/2Z 324 328 3738 484 ___ 4/68B

©® Sell on the cross of a Trend Line with a stop above the highs.

©® Now look for the previous Wave Four low near the 6990 level as the first target.
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Using Weekly Data

Using Elliott Wave analysis on weekly data provides two major ad-
vantages.

@ Long Term Signals:

For long term traders, the Elliott Wave analysis generates long
term signals from weekly charts. This is an excellent way to capi-
talize on markets that have extended trends in one direction such
as stocks, currencies, and financials.

@ Cross-Referencing Weekly to Daily:

For most traders the daily charts are ideal. However, there are
times when the weekly charts take over the market action. By
cross-referencing the weekly to the daily, the trader can better
control the outcome of his or her analysis.

Examples of using weekly data is shown on the following pages.

8 )

Trading Techniques Inc. provides
monthly, weekly, daily and hourly (60
minute) data on all futures through a
data download service.

N\ 4
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Yen Cash - Weekly Wave Count
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Weekly Swiss Franc Cash - Double Top

This is a perfect looking Wave Four except for the Profit Taking Index. When the Profit
Taking Index falls below 35, it increases the odds for a Double Top.
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See the next page for subsequent action.
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Weekly Swiss Franc Cash - Double Top
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Type One Sell in Weekly Ford Motor

® Chart A shows a completed Wave Four. The Profit Taking Index is greater than the
minimum requirement of 36t is at 47) This indicates a new low in Wave 5.

©® The Wave Four channels are holding prices showing a large potential for a fast de-
cline in Wave Five.
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©® Sell on the cross of the Trend line with stops above the Wave Four high. The target
is to new lows below 25.00

® Chart B shows the subsequent sell off in Wave Five.

® This usually sets up a Type Two Buy. See next page for subsequent price action.
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Type Two Buy in Weekly Ford Motor

Following a Type One SellAs seen on the previous page)

® Chart A shows the software generated Wave count. A Five Wave sequence is com-

pleting plus the Elliott Oscillator is showing good divergence.

©® Buy on the cross of the DMA with a stop under the lows.
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©® The first target is the previous Wave Four high near 37.00.

® When prices trade to the target, one can tighten stops and monitor the software
generated Elliott Wave counts for a new Wave Three in the same direction.
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Cross-Referencing to Weekly Data

® The following chart shows the September 93 DMark completing a clear Wave Four
profit taking decline.

® The Elliott Oscillator is to zero and the Profit Taking Index is greater than 35 (at 46).
The Wave Four channels are also holding.
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® All of this should set the stage for a rally to new highs.

©® Now lets check the weekly on the next page.
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Cross-Referencing to Weekly to Dally
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DMark Weekly g CAN YOU GUESS WHAT THE]| +-..ce
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Subsequent Action on Weekly DMar
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Adding Seasonal Patterns

Most commodities and stocks exhibit Seasonal Tendencies. Ex-
ample: During the winter months, Heating Oil demand picks up.
During the summer months, the grains tend to rally based on fear of
no rain or too much rain. Prices of companies making toys generally
are strong during major holidays and so forth.

By adding up years (generally 10 or more years) of price action on
a log scale, you can eliminate trends and isolate just the Seasonal
Tendency of each commodity or stock. One can use this Seasonal
Tendency in conjunction with Elliott Wave analysis to help with
timing the various segments of the Wave Counts.

You can also use the Seasonal Tendency as a stand alone trading
system. This is discussed in the GET manuals and on the seminar
videos.

Here, we will concentrate on using Seasonal Tendencies with Elliott
Wave analysis.
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Seasonal Patterns
The April 94 chart of Crude Oil is shown as of October 1993.

The Seasonal Pattern is displayed through May 18Bdost seven months into the
future). We have used the April contract to show continuity. In actual trading, one would
use the current contact month.
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The Seasonal analysis provides the following:

@®  Seasonally, Crude Oil should complete a major top by October 21, 1993

@  The Seasonal Pattern indicates a bearish outlook for Crude Oil into the first quar-

ter of 1994. During this period, Crude Oil should stage a (afithin a bearish
decline)into early January 1994.

®  The Seasonal Pattern indicates a sharp decline into March 94.
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Seasonal Patterns
The April 94 chart of Crude QOil is shown as of Dec 28, 1993.

As indicated by the Seasonal Pattern, the April 94 Crude Oil made a major top within
days of October 21, 1993.
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The Elliott Wave counts are shown:

April Crude is in a Wave Three decline. The next sequence should be a Wave Four rally.
The Seasonal Pattern also confirms this outlook.

Based on the Seasonal Pattern, the Wave Four rally should come in during January 1994.
Fibonacci targets range between 1607 to 1650.
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Seasonal Patterns
The April 94 chart of Crude Oil is shown as of Feb 3, 1994.

The Wave Four rally showed up on target at the projected Fibonacci prices.

# The Fibonacci ratios have been met. The Elliott Oscillator has pulled back to zero,
confirming a Wave Four. The Profit Taking IndéXT() is at 62. PTI value over 35
indicates strong odds for a Fifth Wave Decline.
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% The prices are under the Wave Four Channels. Statistically, this provides a better
than 80% chance for a new low.

FORECAST BASED ON SEASONAL PATTERNS & ELLIOTT WAVE

The Seasonal Pattern confirms the outlook for a new low in March 1994. Thi
should be a Wave Five low. Once the low is in place, the Seasonal Pattern
the potential for a rally to the $16.00 level which is the previous Wave Four.

5 low
shows

(@)

~
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Seasonal Patterns

The June 94 chart of Crude Qil is shown as of May 20, 1994.

As projected by the Seasonal Pattern, the Wave Five low came in on target.

# Once Five Waves are over, the market changes trend.

% The Seasonal Pattern also projects a rally off the lows.
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SEASONAL PATTERNS & ELLIOTT WAVE

Patterns for both Futures and Stocks.

The Seasonal Patterns are a great addition to Elliott Wave analysis. You ca
easily create Seasonal Patterns by combining 10 years of data and getting
average for the pattern. Our software Advanced GET provides built in Seas

an
bnal
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Seasonal Tendencies are also found in Stocks
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More examples of Seasonal Patterns for Stocks.
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When the Market is trending or just trading with a bias in one direction, the Regression

Trend Channels can be used to define the upper and lower boundaries of the market. As
long as the momentum stays in the same direction, the market tends to stay within the
channels. As soon as the market changes bias, the prices break the channel signallin

Further examples using Regression Trend
Channels

the end of the move.

The primary functions of the Regression Trend Channel8)areatching the end of a
Wave Two to trade the Wave Three ph&eProtecting profits inside a Wave Thi€g
Entering at the end of a Wave Four for the Fifth Wave sequ@neeotecting profits in

a Fifth Wave and entering a trade in the opposite direction at the end of a Fifth Wave.

The following examples will make this very clear.
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Combining Elliott Wave Analysis with the
Regression Trend Channels

July 96 Bean Oil. Type Two Buy

DAILY CHART

P BO9G6H D EW X BO96H D

e 27 .65 27.75 27.31 27.34 -8.17 @5/13/96
29 .98
2g.5@
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Once five waves are complete, the market changes direction.
Use the Regression Trend Channels for an entry point.

Once profits are generated, use the Regression Trend Channels to protect profits.
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Combining Elliott Wave Analysis with the Re-
gression Trend Channels

May 96 Cocoa. Type Two Buy

Daily Chart
- CCO6K D EW ® CC96K D
= 14.28 14.39 14.28 14.23 +A.A5 A5/13-96
_5_
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| Il £ =
i, e sallll AL
L L |
-58||
1195  12/95  1/96 ___ 2/96 ____3/96 496 _____5/96  |=]

Once five waves are complete, the market changes direction.
Use the Regression Trend Channels for an entry point.

Once profits are generated, use the Regression Trend Channels to protect profits.
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Combining Elliott Wave Analysis with the
Regression Trend Channels

Dollar Index Cash. Type One Buy

Daily Chart
8794 .3313. 3?;2 . 8803 +11 B5/13/96 =
3 ? 8908
| i -
i bl
}jh Jl [ (<&Buy s [ %%
o | J[LHF - 8598
W' ™
" 11,95 0 12/95 | 1/96 0 2/96 0 3/96 0 as96 0 5/96 [ =]a
I DAC D O=sc 5 35 I
,...,,.,,,,,,,,..I||||||||HH““|II||..||I|||||||||H ‘““”“I, RRTTTRY .||||I||I||I|||H||||||||||HH||II; m:
I e

Once the Elliott Oscillator pulls back to zero, a rally attempt to new highs in Wave Five
Is usually the next pattern..

Use the Regression Trend Channels for an entry point.

Once profits are generated, use the Regression Trend Channels to protect profits.
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Combining Elliott Wave Analysis with the
Regression Trend Channels

July 96 Soybeans. Type Two & Type One Buy
60 min (hourly) chart

4

S596H 68 EW X S96M 68
g1zl g14 giali 813 +1 A5/13/96

r868
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596N 668 O=c 5 35
208\

T T
ImnmhMHMHNHMHu il .Hmnmnmnm mh ﬂ |mn h: a
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~_2/26 3-8l 387  3/13  3/19  3/25 3/29  4/84 411 4-17 423 4] =]

Once five waves are complete, the market changes direction. Use the Regression Trenc
Channels for an entry point.

60 min (Hourly) charts provide numerous trade opportunities that are not available from
just a Daily chart. The same rules and techniques to the hourly charts.

Trading Techniques, Inc., provides a daily download for 60 min
(hourly) data.
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Combining Elliott Wave Analysis with the
Regression Trend Channels

June 96 Swiss Franc (Pit only). Type One SELL

60 min (hourly) chart
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Once the Elliott Oscillator pulls to zero, Wave Four is over and a decline to new lows in
Wave Five begins. Use the Regression Trend Channels for an entry point.

60 min (Hourly) charts provide numerous trade opportunities that are not available from
just a Daily chart. The same rules and techniques to the hourly charts.

Trading Techniques, Inc., provides a daily download for 60 min

—

(hourly) data.
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Conclusion

This concludes the discussion on using Elliott Wave Analysis to
design a mechanical trading system.

As a technical analyst with an engineering background, | have

developed and examined various analytical approaches to the mar-
ket. Most have been discarded while a workable few have been
saved and improved upon. | have discussed these studies in this
report. When you combine these studies with Elliott Wave analysis,

the performance on the whole produces exceptional results.

We can compare this approach of trading to a Christmas tree. The
bare tree by itself is not very desirable. It is the lights, bulbs,
ornaments, and beautifully wrapped gifts that give it that certain
appeal.

Similarly, Elliott Wave Analysis in its raw form is like the bare tree.
But when you start adding the other valuable tools and models to
complement Elliott Wave analysis, you end up with a practical and
workable trading system. As the ambiguous and subjective Wave
structure becomes crisp and tradeable, you will discover how to
make the markets render up Christmas gifts every day of the year.

Good luck trading.

Tom Joseph
Owner, Trading Techniques, Inc.
Active Full Time Trader
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