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PRICE UNIT RELATIONSHIP TO 1st ALTERNATE WAVE

The 1st ALTERNATE wave is that wave once removed from the current wave that
trended in the same direction. The 1st Alternate wave will not always show relation-
ships with the current trend, but in any case where the retracement wave does not
register relationships, the 1st Alternate should do so if a reversal in trend is to occur.

In a 5 wave movement where the 5th wave is an impulse wave you can compare wave 5
to the 1st Alternate (wave 3) and the 2nd Alternate (wave 1). In a case where you get
1st and 2nd Alternate wave relationships together with a retracement relationship of
larger degree, you have a very strong signal.

The 1st and 2nd Alternate waves should also be given high priority when evaluating
sideways markets.

When the current wave in progress is considered a wave 4 (corrective wave) then this
wave should not exceed 108% of the 1st Alternate wave, ie., the first correction in the
series, wave 2. If the magnitude of wave 4 exceeds wave 2 this is known as OVER
BALANCING PRICE. In the event that price is being overbalanced you could get an
early warning of a new trend of larger degree in progress.

A simple rule to follow is - corrections should continue to become smaller as a trend
progresses. If not the degree of trend has changed.

Below we see the example of the 1st Alternate wave, in the DEUTSCHE MARK
decline from 8th January, 1992 to 20th March, 1992, relating 1.000 to 1.000 ap-
proximately with the final wave in a three wave movement, which terminated on a
retracement level of the wave of larger degree. There is again some "lost motion” in
this example.

CycleTrader DAILY DEUTSCHE MARK [C] B.T.Gilmore
PROJECTIONS o ‘
8.000 63.85
8.256 62.56
8.333 62.14
8.354 62.03
9.382 ©61.88
8.580 61.27
8.618 ©60.67
0.666 60.42 I I
8.787 60.21 W
@.758 59.99 Wl
e e
) 59. 3 "
1.000  58.70 hfﬁthmJuJ
1.272 57.30 ﬂh WJ et
1414 5657 'hﬂq , _
1.500 56.13 o P . :
1.618  55.52 o RELATIONSHIP TO 1ST ALTERNATE WAVE
|/ R : !
|l||["1 t ot : :
" | | | | I I B | [ B 1111R
Ratios [Plrice range ab= 5.15 cd= 5.38 cd/ab= 1.829

21



[image: image2.png]TIME & PRICE MEASURING TOOLS

PRICE RELATIONSHIPS TO PREVIOUS RANGES IN % CHANGE

PERCENTAGE CHANGE is the percentage difference of the starting price of a
range to its ending price. For example if a market ragge started at 100 and ended at
150 the percentage change of the range would be 50%:

In the example below the % change of the bull move was 21.74%

Starting price 54.01 DMARK 910702 LOW

Ending price 65.75 DMARK 920108 HIGH

price units in range 11.74 65.75 LESS 54.01

% change 21.74% 11.74 divided by 54.01 mult by 100

To calculate percentage change the price units in the range are always divided by the
starting price.

The % change in the bearish move was 10.95%

Starting price 65.75 DMARK 920108 HIGH
Ending price 58.55 DMARK 920320 LOW

price units in range 7.20 65.75 LESS 58.55

% change 10.95% 7.20 divided by 65.75 mult by 100

The percentage chan%e relationship in the retracement was 10.95% divided by 21.74%
in the expansion results in 0.504. This coincided with a price retracement of 0.618 (see
page 19). The two signals together are extremely important to market analysis for locat-
ing "set ups" and a reversal of trend.
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Percentage chanﬁe relationships between adijacent price ranges and the 1st Alternate
price range are the most important. Quite often when there is little or no evidence of
price unit relationships between market pivots % CHANGE will provide the answer.

Some exchange contracts such as INTEREST RATE FUTURES, T-BOND FU-
TURES and CURRENCY RATE FUTURES will manifest % change relationships
more often than price unit relationships. So it is important to monitor them when
TIME is signalling a potential for a change in trend.

It must be remembered that each individual market will form geometric patterns, in
important ratios, as it moves from low to high and high to low. These patterns can only
be identified by using all of the tools all of the time.

If you choose to use only some of the tools, some of the time, you will never be in a
position to make fast judgements on the market position.

So far I have outlined the most important tools for price analysis.

Before we move on here is one more example of % CHANGE relationship for the
DEUTSCHE MARK low of March 20, 1992.

The greceding BEAR MARKET from 910211 to 910702 declined 21.86% in value.
The following BULL MARKET from 910702 to 920108 rose 21.74% (see previous
Ezige). These two waves related 1.00 to 1.00 in % CHANGE at the 920108 high. The
AR TREND down to 920320 declined 10.95% and had a 0.501 % CHANGE
relationship with the 1st Alternate wave of primary degree. The progression in 7%
CHANGE unfolded as 1.000 : 1.000 : 0.500 and you can’t get a more GEOMETRIC
PATTERN than that. The real issue here I am pointing out is the RHYTHM
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PRICE UNIT PROJECTIONS & EXPANSIONS

Price unit projections and expansions are tools for estimating future market support or
resistance.

Once a move has been in progress for some time, ie., after several impulse waves have
taken shape. It is possible to use the existing waves to calculate areas where a price
level will Be intersected by two or more separate calculations. These are areas of high
probability for a change in trend or a reaction to trend.
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These tools are particularly helpful when a trend is impulsing to a new vibration rather
than reacting to an old vibration. For instance a trend will be seen to be impulsing
when it fails to react on retracement levels of a previous range.

Normally projections and expansions are made using range extremes, ie., low to high
or high to low. Projections can be made using highs to highs and lows to lows, I would
call these inside projections.

DIVISIONS OF A RANGE

The problem arises, with so many ways of calculatin%poqsible price supﬁ)ort and resis-
tance levels, it is better to monitor a trend each day by dividing the total range into
divisions, this way you can see if past pivots fall on strict ratio [evels.

When past market pivots intersect ratio divisions of the total range you can see har-
mony in the price activity and predict support and resistance as it occurs. Often you
will see a day or two before that a final thrust will bring a number of previous pivots
into harmony. You will know the ratios so you can work out the price in advance.

This Deutsche Mark example should explain the technique clearly when taken in con-
text with the two previous examples of price projections and expansions.

A 1.618 price projection for termination of trend means that the projected wave will
be a 0.382 distance of the total move.

A 1.000 price projection or a 2.000 price expansion means that the projected wave will
be half 0.500 of the total move.

Be alert to any market pivot, be it a high or a low in the total move, intersecting a
major division ratio, ie., 0.293, 0.333, 0.382, 0.500, 0.618, 0.667 and 0.707.
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COUNTING % CHANGE IN PRICE

Percentage change increases or decreases in strict ratios between market lows to highs
or highs to lows, in trends of either Minor, Intermediate or Primary degree can often
coincide with an end to that trend.

For instance a market may rise or decline 33.3% or 50% in value from an extreme low
or high to the termination of that trend. Other percentage changes to monitor are the
natural ratios we use for all other time and price calculations.

Some commodities and stocks, ones which regularly make large percentage moves,
lend themselves to this technical indicator.

Although I monitor percentage change relationships between all recent market pivots
to any new pivot, I would not consider acting on this indicator alone.

From mgf own experience % CHANGE COUNTS falling on strict ratios such as 20%,
23.6%, 25%, 33.3%, 38.2%, 50%, 57.7%, 61.8%, 66.7%, 10.7%, 18.6%, 100% and so
on, are more likely to occur in Primary bull or bear campaigns.

When the % CHANGE COUNTS are present there are normally plenty of other im-
portant dynamic price relationships to confirm the termination of a trend. It often
seems to me they occur more infrequently than their monitoring is worth. Nevertheless
if you have the facility to monitor them quickly they could help confirm a change of
trend lfrom a trading point of view. Often they can jump out at you when you least ex-
pect them.

There is an old Gann saying which states, "Use all of the tools all of the time". For this
reason I make sure I monitor market moves for % CHANGE COUNTS.

The example below shows the BRITISH POUND in US DOLLARS rising exactly
33.2% between the 1989 bear market low and the 1991 bull market high.

CvcleTrader DAILY BRITISH POUND {C] B.T.Gilmore
200.00 . ,

1000 Y
e S *
160,00 JJ W'& - 'f &ﬁf {ﬁ '

175.00

AR
Wy il W j W\« IJ’J

=

160.00 ;
COUNTING % CHANGE |
155. 00 IN VALUE FROM A

LOKW TO A HIGH LOW TO HIGH = 533.3% CHANGE IN PRICE

158.00 : :

Co i | L
145. 00 | | 1 ] | ; 1
Scroll 890615 to 910206 = 60ldays 416TD s Range= 49.58 33.2%

26



[image: image7.png]TIME & PRICE MEASURING TOOLS

COUNTING PRICE UNITS

Important counts to monitor are the same numerological counts used for COM-
POSITE TIME COUNTS. Refer to page 6 for reference.

Counting price unit moves between market pivots is the least important price analysis
tool I know of. So much unwarranted importance has been attributed to this technique
by numerous writings I have witnessed.

In defence of this technique I can only say it seems to manifest itself in different ways
within different complexes. For instance the Gold market seems to terminate trends
of various degree on a regularly basis in price units related to the Fibonacci series.

Perhaps the most important observation I have made is this:-

When a retracement or projection of a previous trend, which itself was a price unit in-
crease or decrease falling on an important number, falls on another 1m{_)ortant number
the chances of a reversal to trend have a higher degree of probability. The reason for

this is obviously because the numerological values will themselves hold some
DYNAMIC ratio relationship.

\I\;Ig;view when countinﬁ price units is the same as counting % change in price, ie.,
en a number of technical indicators all fall together it helps cement in your mind
the fact that market movement is anything but random.

The example below occured in the 1st Month Comex Gold futures. A major bear
market from 1983 to 1985 terminated after a fall of $232.80 (233) a Fibonacci number.
A subsequent rally high terminated after a rise of $88.20 (89), another Fibonacci num-
ber, from the 1985 low. This in itself was a 0.382 retracement level to the previous
primary bear market. The next rally high terminated after a price unit count of $161.80
(1.618) from the 1985 bear market low. The time from the 1985 bear market low was
1.618 years and the % change count was 57.7% (0.577). It just goes to show it pays to
"Use all of the tools all of the time" if you are to uncover the truth about market
geometricity.
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SPACE ANALYSIS (THE INTEGRATION OF TIME & PRICE)

I commonly refer to SPACE analysis as VIBRATION.

SPACE or VIBRATION can be represented as the immaginary line drawn between
two market pivots. Each pivot represents the begining and the end of a market vibra-
tion. The vibration rate is the average RATE OF PRICE MOVEMENT PER DAY, DE-
GREE, WEEK or YEAR between the two market pivots.

To calculate market vibration rates we use the co-ordinates from two pivots. These are
usually from a market high to a low or vice versa. Although it is possible to measure
the vibration rate between any two market pivots be they high to high or low to low
youlwi_ll find that these are secondary techniques mostly redundant to our particular
analysis.

The co-ordinates we use are the date and the price from the starting pivot and ending
pivot.

Price moves on the vertical axis and time moves on the horizontal axis on a standard
bar chart. Therefore, vibration can be calculated as the gradient of the hypotenuse of a
right angled triangle using time as the base of the triangle and price as the height.

GANN ANGLES are simply VIBRATION ANGLES drawn at specific ratios of price
units per day, week, et cetera.

VIBRATION RATE = PRICE UNITS MOVED / TIME UNITS
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For our purposes SPACE or VIBRATION ANGLES can be analyzed in
two ways.

. First as STATIC RATIOS, for instance a market vibration between two
pivots may calculate out to 0.333, 0.382, 0.500, 0.618, 0.667, 0.707, 1.000,
1.414, 1.500, 1.618, 1.732, 2.000, 2.236, 2.618 points per day, week or year.

If this were the case it would signal some form of geometricity between the two pivots.

. Secondly vibration angles can be compared DYNAMICALLY in the
same way as we would compare TIME or PRICE relationships between
trends of similar degree.

When two separate market vibration angles are compared to each other, for ratio
relationships, they are being measured DYNAMICALLY. Dynamic relationships are
far more important in the market structure than static relationships.

When it comes to making a trading judgement on a trend termination, before any con-
firmation signal is received, one needs to use TIME first, PRICE second and then
VIBRATION third. VIBRATION ANALYSIS will normally fill in the gaps when you
find it difficult to rationalize the market structure relative to only Time & Price.

The methods for analyzing VIBRATION are the same as we use for price analysis, ie.,
we can compare the vibration in consecutive waves and the vibration in the alternate
waves.

VIBRATION COMPARISON IN CONSECUTIVE WAVES
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GANN ANGLES (SPACE ANALYSIS)

GANN ANGLES ARE STATIC RATIO VIBRATION LINES. Their purpose is to
allow the analyst to keep track of price levels where the starting price is square in time.

A GANN ANGLE at say 1 unit of ';])rice to 1 unit of time is a simple static space or
vibration measurement. Gann teachings recommend analysts to monitor angles drawn
from highs and lows at rates of 0.25, 0.333, 0.500, 0.667, 1, 2, 4 and 8 price units per

day, week and month for a change of trend indication.

The real problem encountered by analysts is what represents 1 "degree” of price. In
some commodities and stocks 1 unit of price appears to be correct yet, I have found
more times than not 1 "degree" of price is not 1 unit or anything liKe it.

Students of Gann often try to "curve fit" the chart scale so that a 45° angle represents
the 1 to 1 angle. They then use this angle as a support/resistance line. This is an ar-
bitary approach totally unsatisfactory for scientific analysis.

Contrary to popular teachings GANN ANGLES are not SUPPORT or RESISTANCE LINES,
merely a by product of the time and price relationships that manifest themselves
within market activity. Gann used angles as an easy way to keep a track of when time
could be squaring price. I can say this confidently because I have researched this tech-
nique extensively.

In defence of Gann's teachings I can see that he used the 1 by 1 angle on many charts
as a trend indicator. For instance Gann would say that a market was in a strong trend
if it was trading above the 1 "degree" unit of price per day angle drawn off the last in-
termediate degree low or for that matter any significant reaction low in an uptrending
xfnarkit.. '}Il'he same analysis can be applied in bear markets by drawing angles down
rom highs.

With all this in mind analysts should be careful not to place to much importance on
"Gann angles" unless other relevant criteria such as COMPOSITE or DYNAMIC TIME
RELATIONSHIPS ARE CONVERGING AS THE PRICE ACTIVITY TRADES ONTO AN IMPOR-
TANT RATIO ANGLE.

The best way to use GANN ANGLES is as a confirmation that time and price is
"square” (falling on some ratio relationship), but only when the primary tools (Time
cycle ratios and price relationships) are signalling a possible change in trend.

The Deutsche Mark example on page 29 shows the bull trend terminating on a 0.0018
points Eer day vibration and the bear trend expiring on a 0.100 points per day vibra-
tion. Throughout each market trend the price activity traded above and below these
vibration angles, neither angle acting as support or resistance until the primary time
and price tools were signalling a reversal.

The example on page 28 shows future 1 x 1 vibrations of the 1st square pinpointing
where time and price acted as resistance and su(fport. The angles into the future are a
dynamic projection of the time and price moved in the bull market.

With all the other tools available to analyze the market time and r[A)rice accurately 1
would never recommend the use of STATIC VIBRATION ANGLES only DYNAMIC
VIBRATION ANGLES as a guide to market position.
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REVERSAL PATTERNS

To successfully utilize the time and (Frice analysis tools I have explained, as leading in-
dicators for possible change of trend, you will need to monitor the daily price activity
for confirmations that change is taking place.

If the daily chart patterns are a little cloudy then this analysis can be extended to week-
ly price activity.

As I explained in the previous chapter TIME ANALYSIS prepares us in advance for fu-
ture dates where change is possible.

PRICE RATIO ANALYSIS on the signal day confirms that the market structure is posi-
tioned for a change of trend.

PATTERN ANALYSIS will confirm that a change of trend is taking place when the
proper time and price signals are present.

REVERSAL PATTERNS to monitor for a possible change of trend are simple forma-
tions. They are only relative to the short term price activity. By keeping the pattern
analysis simple you can make sure you don’t complicate the trading decision process.

The primary price patterns to consider as a possible confirmation for change of trend
are:-

o REVERSAL DAY

o KEY REVERSAL DAY

. OUTSIDE REVERSAL DAY
. DOUBLE & TRIPLE TOPS
o DOUBLE BOTTOMS

These patterns are easy to recognize when viewed on a BAR CHART.

Reversal patterns can occur at any time in normal market activity, nevertheless they
are far more important when a market makes an extreme intraday high or low price
after a prolonged bull or bear market trend.

If you are going to trade a time and price signal at the exact reversal of trend it is ad-
visable to make sure you can identifi' one of these patterns prior to the close of the
day. If the pattern is present you will certainly have at least a 75% chance of being cor-
rect.

Japanese Candlestick charts are now bec_omin%popular so I will illustrate each pattern
I consider important in both the conventional bar chart formation and the Japanese
Candlestick formation.
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CHARTING DEMOGRAPHICS

BAR CHARTS

EJhISI I(E)PENING PRICE is represented by a DASH BAR to the left of the CENTER

The HIGH / LOW RANGE for the day is the CEN'fER LINE.
The CLOSING PRICE is the DASH BAR to the right of the CENTER LINE.
HIGH

OPEN ——

CLOSE

LOW

JAPANESE CANDLESTICK

The way in which candlesticks are drawn immediately highlights the position of the
open and close for the day.

. A CLEAR BODY represents a day where the OPEN IS LOWER THAN
THE CLOSE.

. A BLACK BODY represents a day where the OPEN IS HIGHER
THAN THE CLOSIg.

. A DASH BODY represents a day where the OPEN AND CLOSE ARE
IDENTICAL.
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REVERSAL DAY

The REVERSAL DAY PATTERN is the most common reversal pattern known to
technical traders.

BULL MARKET REVERSAL DAY

The market OPENS at or above the CLOSING PRICE of the ‘Frevious day, then
trades to a new intraday high (the pivot) in the prevailing trend. The selling pressure
after the high of the day causes the market to close at or below the OPENING PRICE
of that day. Depending on the position of the close relative to the high for the day or
the previous days close the more weighting one can assume to the pattern.
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A REVERSAL DAY ON A CANDLESTICK CHART WILL SHOW AS A STICK
WITH A BLACK BODY. THE GREATER THE AREA IN BLACK THE
STRONGER THE REVERSAL FROM THE OPENING PRICE.
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BEAR MARKET REVERSAL DAY

The market OPENS at or below the CLOSING PRICE of the previous day, then
trades to a new intraday low (the pivot) in the 1prevailing trend. The buying pressure
a%teﬁ tl(lie low of the day causes the market to close at or above the OPENING PRICE
of the day.
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REVERSAL DAY ->

KEY REVERSAL DAY

A KEY REVERSAL DAY is a stronger indication for a termination of trend for tech-
nical traders, especially when accompanied by important TIME & PRICE signals.

BULL MARKET KEY REVERSAL DAY

The market OPENS BELOW the CLOSING PRICE of the previous day, then trades
to a new intraday high (l_tlhe pivot) in the prevailing trend. The selhn% gressure after the
high of the day causes the market to close below the OPENING PRICE of that day.

M
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BEAR MARKET KEY REVERSAL DAY

The market OPENS ABOVE the CLOSING PRICE of the previous day, then trades
to a new intraday low (the pivot) in the prevailing trend. The bugn% é)ressure after the
low of the day causes the market to close above the OPENING PRICE of that day.
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The stronger the reversal pattern on a TIME & PRICE SIGNAL DAY the greater the
opportunity is to enter the market immediately with a stop loss above or below the
pivot point from which the trend is reversing. If your time and price analysis is correct
your stop will only get hit in the advent of an irregular top or bottom. An 1rre§ular top
or bottom may penetrate the signal day by a few ticks in the case of a double bottom
or a double top. You will get clear warning beforehand if the price activity in the next
few days fails to advance the market away from the signal day pivot.

35



[image: image16.png]REVERSAL PATTERNS

OUTSIDE REVERSAL DAY

An (ﬁtside reversal day is an excellent indication that the current trend is in real
trouble.

An outside day simply means that the HIGH / LOW RANGE for the day was
GREATER AND SIDE the range for the day before. An inside day occurs when
the high /low range for the day is inside the range of the previous day. Basically an out-
side day is an indication of market volatility. The buyers and the sellers can’t agree on
what is a fair price.

Any reversal indication on an outside day coinciding with TIME & PRICE SIGNALS
is an excellent LEADING INDICATION FOR A REVERSAL OF TREND.

_}_—{_-UUTSIDE REVERSAL

T,

RIGH/LORN RANGE
GREATER THAN DAY BEFORE
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DOUBLE & TRIPLE TOPS - DOUBLE BOTTOMS

Double tops and double bottoms are seen to occur in markets on a regular basis.
When they do they create a feeling of uncertainty in regards a change of trend. I have
noticed that double t(l){)s or bottoms occur more frequently when the PRICE activity
has reached a strong RESISTANCE or SUPPORT LEVEL prior to the TIME SIG-
NALS reaching maturity.

Double or triple tops and bottoms can be formed over a period of up to two weeks.
When they occur on strong price relationships such as price retracements or expan-
sions of %revious ranges you will find that the market is marching time waiting for the
TIME CYCLE RATIOS to expire.

During the double or triple t(;fgglf or bottoming process it’s unlikely that you will get
a clear indication of a REVE DAY PATTERN. This can be a little unnerving
especially when you see every other indicator pointing to a change of trend.

Alwa¥s be alert for a FAILURE to CONFIRM an ongoing trend either by a REVER-
SAL PATTERN COINCIDING WITH THE DOUBEE OP OR BOTTOM or on the
next days trading the market opens in 2 WEAK POSITION RELATIVE TO THE
PREVIOUS DAY. Always ensure that IMPORTANT TIME & PRICE SIGNALS
were present on one of the double tops or bottoms before making a trade in the op-
posite direction.

TRIPLE TOP

+ _r_r-i_-i--lnL T 1 <~ FAILURE ON NEXT OPEN
I +
r+T¢ 1¢1

++
-H_‘[ <~ REVERSAL

pay
DOUBLE BOTTOM

When analyzing PATTERN a little logic and COMMON SENSE goes a long way. Just
the same whenever you take a trade at the extreme danger point, ie., the high or low
pivot day or the day after, make sure that you place a stop loss just above or below the
extreme pivot day from which you are basing your decision to trade.
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NON CONFIRMATION PATTERN DAYS

Probably 50% of the time market trend reversals will begin from a PATTERN dis-
similar to those mentioned here. This will not negate the importance of the TIME &
PRICE SIGNALS, it will only delay your entry into the new trend. When cases like
this cause you to hold back you can use two other simple entry rules.

After a market appears to have terminated a reasonably long trend without providing a
set up reversal signal - look for two or three days where, in a bull market lower highs
are made on a break of the uptrend or in a bear market higher lows are made on a
break of the downtrend.

Contemplate a Sell when - The market makes two consecutive lower highs after a bull
market high, especially if the uptrend line is penetrated.

Contemlplate a Buy when - The market makes two consecutive higher lows after a bear
market low, especially if the downtrend line is penetrated.

If you enter a trade based on these criteria your trading stop loss must be placed above
or below the PIVOT DAY EXTREME POINT.

/£
<~ NON CONFIRMATION PATTERN

_H’ -L_I-J"I- <~ TWO LOWER HIGHS

+ TREND LINE BREAK
erl

HH
1 |

Minor de%(ree trend reversals should proceed in most cases for between a week and
three weeks.

Intermediate degree trend reversals should unfold in at least three minor waves over
periods of four and up to thirteen weeks, sometime longer.

If you identify a market reversal correctly it should be possible to trade the unfolding
move for at least two weeks, often longer, without any fear of losing money.
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TREND ANALYSIS

Trend analysis is of primary importance if one is to become and remain a successful
trader.

Without a proper understanding of how to recognize a trend, or how to recognize

when a trend is overbought or oversold, or how to recognize when the momentum of a
trend is drying ug ou will find it difficult to interpret your TIME, PRICE and PAT-
TERN ANALY Ig.

Basically I see TREND ANALYSIS as a study of "weighting the probability of the
market forces either continuing in the same direction or reversing direction”.

Most trend indicators available to technical analysts basically do the same thing, some
faster or slower than others.

When your TREND ANALYSIS INDICATORS support your TIME, PRICE and
PATTERN ANALYSIS you will be 90% certain about the market position. This may
only occur about 30% of the time, but that is enough to pick out the trading set ups.

I don’t see any reason to use more than four or five indicators for my TREND
ANALYSIS.

The indicators I use predominately are designed to work together in a way that will
cover most market contingencies, especially when it comes to evaluating trend.

These are:-

® CYCLETRADER TREND WAVES

. 10 DAY RELATIVE STRENGTH INDEX

. 10 & 20 DAY MOVING AVERAGE OF THE CLOSING PRICE
. HIGHER LOWS - LOWER HIGHS

. TREND LINES
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CYCLETRADER TREND WAVES

These are the same TREND WAVES I originally developed and programmed into the
WAVETRADER SOFTWARE 7 years ago.

The trend wave study has proven to be a most reliable indicator of trend, not only for
holding a trend but also for alerting one to an imminent reversal of trend. I have even
noticed that the peaks and troughs of the trend waves can sometimes be predicted
using the same timing tools I use on the price charts.

The TREND WAVES are a mathematical calculation which takes into account the
price differentials from one day to the next over 10 days, these numbers are then ex-
ponentially manipulated to produce a daily value. The sample needs 150 days before
accurate smoothing begins. The continuing daily calculation produces a value either
above or below zero. A line chart of this value is representative of the markets
VELOCITY, MOMENTUM and ACELLERATION.

TREND WAVES are adjusted for wave degree in the same way as a moving average.
. SLOW

. MEDIUM

. FAST

The important points are these:-

Calculations produce a value either ABOVE or BELOW zero.
o Values above ZERO are relative degree BULLISH indications.
. Values below ZERO are relative degree BEARISH indications.

Daily direction of the index is either UP or DOWN.
. The UP direction indicates underlying market STRENGTH.
o The DOWN direction indicates underlying market WEAKNESS.

The SLOW WAVE has excellent characteristics in a trending market, it is weighted to
keep you on track right up until the last wave of INTERMEDIATE DEGREE has
been exhausted.

The MEDIUM WAVE should be diverging with the price activity prior to an impor-
tant market reversal.

The FAST WAVE should follow every MINOR degree impulse and act once again as
an early warning signal for a change in trend.

A markets momentum is at full strength when all trend waves are clearly going in the
sfalgne.dlrelctlon, ie., either UP or DOWN. It is advisable never to take a trade against
this signal.
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