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Below I am only illustrating the FAST and SLOW TREND WAVES. The MEDIUM
WAVE can take on the appearance of either of these waves depending upon the
market volatility.
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RELATIVE STRENGTH INDEX (10 DAY)

The relative strength index basically evaluates the position of the latest closing price
relative to previous closing prices in the time period of the index.

The RSI evaluates its readings between 0-100. Readings above 80 are bordering on the
overbought zone. Readings below 20 are bordering on the oversold zone.

Overbought and oversold readings prepare you for a possible reaction to trend.

In an extended bull market it is possible to register OVERBOUGHT readings for
weeks on end. Eventually the final high will be made when the RSI fails to read higher
than it did on the "Elliott 3rd wave pivot". The same proposition can be used in reverse
for bear markets.

The benefit I find with this index is that it keeps you alert to the overall momentum
within market trends.

When you see that the momentum of a market is declining, even when the price trades
to new highs or lows, you are aware that a change of trend is possible in the near fu-
ture. With this in mind you can evaluate the TIME SIGNALS close at hand to predict
when the change will occur. All you need then is PRICE and PATTERN confirmation
to make a trade when the change occurs.

MOVING AVERAGES (10 and 20 day)

There’s nothing new about moving averages, they have been around forever, I remem-
ber when I first started using them and thought they were the best thing available. I
still use them as a guide to make sure I stay in touch with reality.

A moving average is calculated by adding toFether the last ? number of days closing
prices and dividing them by the ? number of days.

The faster (less number of days) the average is made up of will allow it to adjust more
quickly with the day to day activity. A 10 day average is going to follow the market ac-
tivity much more closely than a 20 day average.

How to use them effectively:-

The market is in a strong trending position when the crossovers are in line with the
market direction and the price is above (bull trend) or below (bear trend) the 20 day
moving average.

The market is in a strong trendin%position whilst the averages are separating. Change
is occurring when they appear to be converging.

Ther will always be behind the current market activity so you need to evaluate TIME,
PRICE & PATTERN and second guess what they may do in the future as a change in
trend takes place. Once the trend is confirmed these indicators will encourage you to

stay on the trade, especially if they continue to hang in the right place.
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HIGHER LOWS - LOWER HIGHS

To some this "indicator” may sound simplistic. It is not at all because it is the market
talking to you.

Just by looking at a price chart you can see if the wave formations are making higher
lows or lower highs.

HIGHER LOWS together with higher highs are signs of a bullish market.
LOWER HIGHS together with lower lows are signs of a bearish market.

These observations can be applied to MINOR degree, INTERMEDIATE degree and
PRIMARY degree wave formations.

From a trading point of view the day to day patterns will confirm a trend is intact. For

a longer-term perspective the primary and intermediate degree waves will confirm if a
BULL or BEAR market is intact.

Another point worth mentioning for determining trends of larger degree such as the ex-
ample below. Monitor the IMPULSE WAVES, ie., the waves which move fast in one
direction. The gold market has experienced very fast declines on all the down moves
between 1990 and 1992. The bear market will not be over until the declines become or-
derly corrections rather than explosive declines.
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TREND LINES

Trend lines are the most commonest tool used by people who kee}I) charts. In the short
term they are very effective in recognizing overbalancu(lig of price. In the larger degree
they provide a clear perspective of the gradient of trend.

Often when a market trades back to an existing trend line and reverses direction the
rice level will coincide with a PRICE RETRACEMENT SIGNAL. If it does and

1 MIE SIGI\(IlALS of similar degree are present you will find it one of the safest entry
evels to trade.

When a market has reversed trend on TIME, PRICE, PATTERN and TREND signals
}i%lEvlv\iIl[l) e'{ I?I IS(S)nfirmation in the degree of trend change by the breaking of the

TREND LINES are guidelines to formulate rules around. They keep waves of similar
degree in perspective.
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TREND INDICATOR SUMMARY

Indicators are MATHEMATICAL MANIPULATIONS of past ;lmce data, they supply
valuable information after the fact. They are not some "holy grail" for generating buy
andlsell signals. On their own they can be dangerous in the hands of a novice market
analyst

Trend indicators are a valuable tool for the analyst who wishes to take a holistic view
of the market.

Trend indicators should always be used to confirm that market conditions are in agree-
ment with your LEADING TECHNICAL INDICATORS.

TREND ANALYSIS is a grerequlsxte for trading profits. If you don’t like the in-
dicators I use, find some that you can have faith in and refer to them regularly.

CYCLETRADER IS SET UP TO QUICKLY REVIEW ALL OF THE TREND IN-
DICATORS I USE WHILST ALSO MONITORING TIME, PRICE AND PATTERN.
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Don’t be mislead by other peoples opinions "LISTEN TO THE MARKET" it is always
going to be right.
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ELLIOTT WAVE ANALYSIS

No technical manual relating to the ANALYSIS OF TIME & PRICE activity in markets
would be complete unless it addressed the contribution made by RALPH N. ELLIOTT
to the logical analysis of market structure.

ELLIOTT WAVE IS A DISCIPLINE WHICH ALLOWS YOU TO UNDERSTAND THE PSYCHOL-
OGY OF THE CROWD AND THE CROWD BEHAVIOR PATTERNS.

ELLIOTT WAVE ACTS AS A SUPERB TREND INDICATOR. AS WAVES OF SIMILAR DEGREE
UNFOLD THE ELLIOTT COUNT ALERTS YOU TO THE POTENTIAL REVERSALS IN TREND.

ELLIOTT WAVE COUNTING CAN KEEP YOU ON THE TREND RIGHT UP UNTIL ITS CON-
CLUSION.

ELLIOTT WAVE COUNTING GIVES YOU A BASIS FROM WHICH TO MAKE EDUCATED
FORECASTS OF POTENTIAL FUTURE MARKET ACTIVITY.

My studies of Elliott’s thesis have found some very reliable price patterns that com-
bine well in practice. I don’t really care about complicating issues by labeling waves in
the complicated counts popularized by some famous promoters of the ELLIOTT
WAVE PRINCIPLE. I am only interested in what works with trading!

The ELLIOTT WAVE PRINCIPLE was first released as a predictive analysis tool
directly relating to the US stock market. Although Elliott designed and illustrated his
thesis using the US stock market indices, many of Elliott’s tenets can be applied to any
free trading market.

The benefit I find in having a working knowledge of ELLIOTT WAVE is that it helps
ﬁou plan ahead. If you understand the main points of the Elliott Wave Principle it will
elp you recognize the potential and magnitude in any market trend.

Elliott Wave contains some strict rules about how the market should react under given
circumstances. When a market breaks the rules gou have a clear cut signal to "change
your thinking around" and go with the new trend.

From a traders [;oint of view Elliott Wave should not be considered as anything more
than a TREND INDICATOR. When it’s going according to the book its great, when
it’s not you don’t have to worry about it because you have TIME, PRICE, PATTERN
& TREND to fall back on.
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ELLIOTT WAVE INTERPRETATION

The best warning I can give anyone who is new to Elliott Wave is that out of the 10
best "Elliotticians" I have met only about 50% of them seem to agree on a particular
Elliott wave count at anyone time.

This is due to the fact they mainly insist on fitting the current market position into con-
text with the market position of 10 or 20 years ago. Some even wish to relate today’s
market with those of 50 years ago. The real problem is they are often trying to force
their own will on the market in progress rather than use the market to tell them what
is about to happen next.

With many market situations it often takes several weeks or months to pass before one
can establish what was indeed the theoretical Elliott wave count. In the mean time
trading opportunity has passed and the bank account has been depleted by more expen-
ses.

For trading purposes it is not necessarﬁto worry about the Elliott Wave count for
more than the current PRIMARY TREND. To do so only complicates the issue.

When the TIME and PRICE setups present themselves it’s nice to be able to identify
that a clear cut Elliott Wave Pattern has been unfolding or has possibly unfolded.

Elliott Wave, like all good technical indicators has its good features. If you can learn to
use the good features your ability to SECOND GUESS THE FUTURE MARKET WILL BE
ENHANCED.

Never place yourself in a position where you rely totally on your opinion of the EL-
LIOTT WAVE PRINCIPLE for your livelihood. The chances you will be right are at
best 50/50.

Elliott Wave has been responsible for some of the best market calls in history, never-
theless I have also seen the best exponents of this theory stay on the wrong side of the
market for years on end.
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ELLIOTT WAVE COUNTING

To keep track of the stages that a bull or bear market moves through, Ralph Nelson El-
liott developed a labeling system to keep track of the unfolding waves of trend.

Waves are broken down into stages or degree :-

. CYCLE LILIL IV, V

. PRIMARY [1], (2], [3], [4], [5] - [AL [B], [C]

o INTERMEDIATE (1), (2), (3), (4), (5) - (A), (B), (C)
. MINOR 1,2,3,4,5-A,B,C

. MINUTE i, ii, iii, iv,v-a, b, ¢

The principal points are these :-

o The same principle applies to all waves be they MINUTE DEGREE or
CYCLE DEGREE.

. Waves are categorized as either IMPULSIVE or CORRECTIVE.

. IMPULSE WAVES have a minimum 5 legs and sometimes up to 11.

. CORRECTIONS have a minimum 3 legs and sometimes 7.

A minute wave structure when completed fulfills a completed stage of a minor wave.
A minor wave structure when completed fulfills a completed Intermediate wave.

As each stage of degree unfolds the same principle is applied, right up to and including
CYCLE WAVES. & P P PP ST

In an expansion 5-11 minute waves will make up a minor impulse wave. In a correction
3-7 minute waves will complete a minor corrective wave. Generally for simplification it
is accepted that expansions contain 5 waves and corrections 3 waves.

Expansions are labeled in degrees using numbers and numerals. i, 1, (1), [2], I

Corrections are labeled in degrees using letters. a, A, (A), [A]
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ELLIOTT WAVE STRUCTURE

Structures unfold in a labeling pattern like this :-

BULL MARKET COUNT

Minor 1,2, 3,4, 5 =Intermediate (1)
Minor A, B, C = Intermediate (2)
Minor 1,2,3 4,5 = Intermediate (3)
Minor A, B, C =Intermediate (4)
Minor 1,2, 3,4, 5 =Intermediate (5)
Intermediate (0-5) =Primary [1]

Wave [2] and [4] unfold as corrective waves in an (A), (B), (C).

Wave [3] and [5] unfold as impulse waves similar to wave [1].

BEAR MARKET COUNT

After every bull market you can expect a bear market to unfold to balance the cycles
before another bull market begins. The bear market can be either a larger degree cor-
rection [A], [B], [C] to the previous bull market or a fully fledged decline which takes
on the appearance of a bull market in reverse [-1}, [-2], {-3], [-4], [-5].

[5]
[3]
[Al
[1]
[cl
[4]
[21
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ELLIOTT WAVE CHARACTERISTICS

WAVE 1 - IMPULSE - 1st SIGN OF A NEW BULL MARKET

Wave 1 will be either a slow basing type movement as accumulation takes place from
the previous downtrend, or a dynamic thrust caused by the large number of short
traders covering positions in an oversold market.

The first sign of the new bull market is when the advance in progress overbalances the
{)rice rises 1n the previous bear market rallies. Any penetration of the major downtrend
ine or a retracement in excess of 38.2% of the previous bear market is generally a sign
that a new bull trend is in the making.

WAVE 2 - CORRECTION - ORDERLY DECLINE

Second waves often appear to be part of the previous bear phase as they often retrace
much, if not all of the first wave up. They are not inspiring moves to créate the atmos-
phere for a new bull market. Wave 2 will generally retrace 38.2%, 50%, 61.8%, 78.6%
or 100% of the wave 1 advance. Any retracement less than 50% will indicate a fast
moving trend is in progress, eg., 0.333, 0.354, 0.382, 0.447 and 0.500.

A careful study of corrective wave structures is recommended, for correctly identifying
and confirming a wave 2 bottom is the best way to enter profitable medium term
trends. The wave 3 will always be a clear cut bullish impulse move.

WAVE 3 - IMPULSE - EXPANSION WITH MINOR CORRECTIONS

Third waves are often long and broad. The trend is unmistakable. Fundamental news is
entering the market and instilling confidence in the future. As the third wave progres-
ses market sentiment will be so high one would think there will never be an end to the
current trend. Third waves are the best waves to identify and trade for the long haul.
Minor corrections are often very shallow affairs as the move really gets going.

Third waves in simple terms usually advance to the 161.8% level of the wave one ad-
vance, either measured from the wave 2 low or the wave one high as a projection. A
61.8% projected increase of the wave 1 advance is a minimum target.

Wave 3 targets based on wave one projections should be 61.8% then 100%, 161.8%,
200%, 223.6%, 261.8%, 423.6%.
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WAVE 4 - CORRECTION - USUALLY BEGINS FROM AN OVERBOUGHT
BULL MARKET

Fourth waves are predictable in as much as they see the sentiment turn from one of
hope to one of despair. The bullish consensus index will fall to the lowest readings
seen for months. Soothsayers and many chartists will be predicting the end of the bull
market and further falls as the wave 4 terminates. "Johnny come latelys" to the market
will be in a state of nervousness. The public have usually entered at the late stages of
the third wave.

Fourth waves often take on a triangular appearance due to the fight backwards and for-
wards between the longer term trend and t¥1e frightened speculators. A word of warn-
ing regards the count in a 4th wave is this. Sometimes wave one of wave 5 will double
bottom with the wave 4 low, this gives the appearance that it is part of the fourth wave
structure; this can often leave you a wave short when you reach the wave 5 termina-
tion. This situation can be disastrous when you believe a market has one more upswing
to complete a valid Elliott 5 wave count.

Fourth waves usually retrace 14.6%, 23.6% or 38.2% of the range advanced during the

gotal bull market. Often a wave 4 will terminate at the 38.2% retracement of the wave

If wave 4 retraces more than 38.2% of wave 3 or the total bull market range, wave 5
will often result in a failure. A wave 5 failure occurs when the advance fails to trade
above the wave 3 high.

Whenever you identify a triangular formation it is nearly always signaling a base for
one more advance. This is the distribution phase catching all the latecomers. Once a
fifth wave breaks above the third wave high even the traders who exited through the
distribution phase are attracted back into the market.

WAVE 5 - FIFTH WAVES - THE END OF THE BULL MARKET
Fifth waves can be either dynamic, mild or failures.

Primary fifth waves can fail to reach the high point of the third primary wave, this will
be signaled only when a clear five wave count of minor degree in the wave 5 can be
identified. This event is more common if the primary wave three contains an extended
fifth intermediate wave and the market made a deep panic correction in the fourth
wave.

Once a fifth wave breaks above the previous third wave top the fundamentals will be
changing yet the market is not listening. Human nature will keep the majority buying
the market as greed becomes more apparent. No one will be predicting the top, quite
the contrary, the "experts" will now be advocating the market is headed for even more
ridiculous highs.

At the top of a bull market no one will listen to sensible advice when it comes to in-
vestments. The bullish consensus index will be at an all time high, the public will be
fully invested, the commercials (smart money) will be distributing as much as they can.
Volume will be declining as everyone becomes fully invested.

Wave five targets based on pz)rojections of the total advance to wave three should be
61.8% then 100%, 161.8%, 200%, 261.8%, 423.6%.

On many occasions a bull market will terminate when the wave 5 relationship to the
total bull market is 0.382, 0.500 or 0.618. What this means is that wave 4 terminates on
the 0.618, 0.500 or the 0.382 division of the total bull market range.
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NEWS CORPORATION LIMITED - BULL MARKET 1984 /1987

This long-term bull market illustration shows how bull markets can start off slowly and
progressively increase in strength as the public becomes more aware of the bullis
trend in stocks.

Generally in any LONG-TERM BULL MARKET there will be several deviations
from the theoretical Elliott Wave ideal.

In this case an EXTENSION WAVE FORMATION unfolded in the wave [5]. Exten-
sions can occur in any impulse wave, ie., wave 1, 3 or 5. Extensions can be dealt with
by labeling the unfolding waves in the same degree and counting up to [7], [9] or [11]
waves for a final bull market count.

When you get an extension in wave 5 of a bull market expansion you will more often
than not see all the gains in the extension lost in the first wave of the new bear market.

I recommend you read the ELLIOTT WAVE PRINCIPLE by Frost and Prechter, this
book is considered the bible on Elliott Wave and illustrates all of the market
anomalies that can occur within the guidelines of Elliott Wave. It will gay you to re-
read this book from time to time until you really understand how to label waves in
your own style.
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BEAR MARKET CHARACTERISTICS

WAVE A OR 1 OF THE NEW BEAR MARKET

A waves are usually viewed as corrections to an overheated market, they are generally
short and swift, it depends upon the volume of trading that takes place to determine
the amount of panic they create.

The A wave will generally terminate below the last wave 4 low, this is normally a confir-
mation for the new bear market. At the conclusion of the wave A the regulatory
authorities, the media and all the "experts" will produce excuses for the sudden fall. If

a crash wave follows a bull market high you can be fairly sure the rot has set in. If a
crash wave follows an extension in a third wave and only retraces the length of the ex-
tension you can often find that a wave 5 will unfold as a completely new bull market.

Wave A targets when a dynamic reversal takes place after a clear cut 5 wave bull
market are 33.3 and 50% retracement of the total advance in the bull market, some-
times crash waves retrace 61.8% of the total gains.

WAVE B OR 2 IN THE NEW BEAR MARKET

After the initial A wave washout a rally must take place before the bear market can

continue. Often when the retracement progresses it will seem to the casual observer
that all is well. [FAR FROM IT]

The more severe the first wave decline is in a new bear market trend then the slower
the recovery will be.

Wave B begins as a short covering rally and could also contain fresh buying by the
traders who now believe prices are back to a reasonable level. The attitude is that
thmEs have been over done and the would be bargain hunters come out of the wood-
work.

Most maf'or B waves often become triangular in appearance as the people caught by
the fall slowly unload positions on the rallies.

Often as B waves are nearing completion the sentiment will become more bullish than
it was at the top of the preceding bull market top.

B Waves are erratic in formation, ie., they do not take on the appearance of impulse
waves in a bull market.

Normally Wave B targets should be a 50%, 57.7%, 66.7%, 70.7%, 87.5% even 100%
retracement of the wave A decline.
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WAVE C OR WAVE 3 IN A BEAR MARKET

Wave C can be explosive or progressive as with a wave §, C waves will more often
than not sub-divide into 5 wave structures.

C waves in a prolonged bear market normally start off slowly and build up as the fun-
damental news turns from bad to worse (similar in the reverse to third waves of a bull
market). Media attention turns the sentiment around from hope to one of despair,
forced selling’s to pay back loans accentuate the fall in prices.

Bear market termination targets are calculated by projecting the Wave A down in
ratios of 61.8%, 100%, 141.2% or 161.8%. or subtracting similar ratios of the points
lost in the A wave from the B wave high.

Total value lost in a bear market will sometimes correspond to a ratio discount from
the bull market high, ie., total percentage value lost in a bear market could be 33.3%,
38.2%, 50%, 57.7%, 61.8%, 66.7%, 70.7% and as much as 90%.

A bear market will only cease when at least 80% of the market participants believe
that further falls are going to occur. The crowd behavior will be your best guide when
ratios of time and price are present to fulfill the tenets of market geometry.
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ELLIOTT WAVE STRICT RULES FOR DAY TO DAY USE

A WAVE is the distance between two adjacent progress labels "of the same degree”.
As a general rule markets will advance in five waves and contract in three waves.

Impulse waves have a minimum of five waves and the corrective waves have a mini-
mum of three waves.

In a bull move there will be three impulse waves up, interrupted by two corrective
waves down.

In a bear move there will be two impulse waves down, interrupted by one corrective
wave up.

Overall trend is established by the direction (up or down) of the waves containing five
leg sequences.

The pattern of corrective waves in an impulse bull market five wave sequence normal-
ly alternate. This means that a simple correction will be followed by a complex correc-
tion and vice versa.

A simple correction is an (a,b,c) three wave movement. A complex correction normally
contains 5 movements (a,b,c,d,e). Complex corrections form patterns of triangular ap-
pearance on a price chart.

Wave 3 highs in a bull trend should be accompanied by overbought readings from
momentum indicators.

Triangles are far more common in fourth waves.

Wave four corrections will more often than not terminate within the area of the pre-
vious wave four of lesser degree.

The third wave in a five wave sequence is usually the longest wave, but never the
shortest.

Wave four in a five wave sequence should not overlap wave one except within diagonal
triangles. Diagonal triangles are more common in Minor degree waves.

Extensions can only occur in impulse waves, and are very common, extensions are
more likely to occur in third and fifth waves.

Extensions in fifth waves are often retraced twice. Usually the first retracement is fast
and in many cases will result in a crash wave.

Primary degree bear markets will nearly always retrace 50% or more of the gains
made in the corresponding bull market.
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ELLIOTT WAVE PATTERNS

When you look at a bar chart what do you see? Only what you’ve been trained to see.
Wave patterns are a direct reflection of the crowd psychology.

Wave patterns repeat over time so it is important we learn to recognize the patterns
and the possible consequences implied by the patterns.

"All ELLIOTT WAVE patterns imply certain levels of strength or weakness. When a
pattern cornfpletes, the market must react in a fashion which 1s consistent with the im-
plications of that pattern.", Glenn Neely - MASTERING ELLIOTT WAVE.

CORRECTIONS

The first step when it comes to identifying profitable trading opportunities is in being
able to differentiate between a market correction and an impulse wave. Market correc-
tions allow you to plan a low risk entry for the next impulse move. Once you have a
position the character of the corrections will alert you to the possible termination of
the trend in progress.

SELL STRENGTH - BUY WEAKNESS

In a bull market correction (A, B, C) the termination of the A wave is weakness, the
termination of the B wave is strength and the completed C wave is weakness.

In a bear market correction (A, B, C) the termination of the A wave is strength, the
termination of the B wave is weakness and the completed C wave is strength.

SIMPLE CORRECTIONS
Elliott terminology - ZIG ZAG - ordinary strength.

The B wave is usually 50%, 61.8%, 66.7% or 70.7% of wave A. The C wave will ter-
minate on a retracement level of the prior waves of similar degree.

|

Z16 ZAG

57



[image: image18.png]ELLIOTT WAVE

Simple corrections are more likely to occur in the earlier stages of a trend. As a trend
progresses the activity of the crowd combines to produce more complex patterns in the
corrections.

My favorite pattern is the TRIANGLE. Triangles are more likely to occur in fourth
waves, especially when the wave 3 has been a very strong move.. The beauty about
recognizing a TRIANGLE after a wave 3 is that you know exactly where you are in the
trend. This should allow you to pick the exact top of the Sth wave.

SYMMETRICAL TRIANGLES - Strong when they occur in 4th waves.
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WAVE 2 - SIMPLE

This example is absolutely text book Elliott wave. Wave 2 unfolded as a 0.786 §)rice
retracement of wave 1. Wave 4 unfolded in a symmetrical triangle. Wave v of 5 ter-
minated as a diagonal triangle.
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DIAGONAL TRIANGLES

Diagonal triangles are more likely to form as a trend is exhausting itself. Diagonal tri-
angles occur in five wave structures.

Whenever you identify a DIAGONAL wave structure you should be alert for a major
reversal of trend.

Make sure you identify that a wave 3 and 4 have occurred prior to the diagonal tri-
angle formation if you are going to trade the reversal of trend.

The diagonal triangle should expire on major TIME CYCLE VIBRATIONS of the un-
folding wave series.

WAVE [4] - 38.2% RETRACEMENT OF TOTAL BULL MARKET TERMINATING
IN THE AREA OF THE 4th WAVE OF LESSER DEGREE.

This situation may not occur very often but if it does this example could alert you to a
"Trading set up" from which you can retire. If you look closely at the wave [2] and [4]
ou can see that neither closely follows the simple rules associated with Elliott Wave.
e ratios nevertheless are your best guide to a reversal of trend in 4th waves of this
nature.

The ensuing wave (1) of 5 waves and the wave (2) of three waves gave the most defini-
tive confirmation that this Elliott wave count was the correct one.

38.2% retracements are more common in 4th waves than any other ratio.
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WAVE PATTERNS ARE CONTINUALLY CHANGING

Due to the constant stream of new participants entering and the constant stream of
losers exiting a market the price patterns will be in constant variation. The three pat-
terns explained so far are the ones I find most useful for trading. These are the SYM-
METRICAL TRIANGLE, the ZIG ZAG and the DIAGONAL TRIANGLE.

In addition to these patterns we can have formations falling into the following
categories.

ASCENDING TRIANGLES
DESCENDING TRIANGLES
EXPANDING TRIANGLES

FLAT CORRECTIONS

RUNNING CORRECTIONS

FLAGS - PENNANTS

HEAD AND SHOULDERS PATTERNS
CHANNELS

The best e)glanation for the successful analysis of these patterns is provided for in the
book, TECHNICAL ANALYSIS OF STOCK TRENDS by Edwards and Magee.

HEAD AND SHOULDERS PATTERN

A head and shoulders is formed from the 3rd wave high (left shoulder), Sth wave high
(head) of the bull market and the B wave or wave 2 high (right shoulder) of the new
bear market. From the 4th wave low and the A wave or wave 1 low we can draw in the
neckline. Once the neckline is broken the wave 3 of the new bear market is confirmed.
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