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Near-term Market View 

We received some subscriber questions regarding the reasoning behind the recent call for a turnaround. We do not 
have the space and time to run through all the analytics behind a chart reading but yes, a lot more analysis goes into a 
report than what appears on these two pages. For instance, another reason for the adoption of the newly bullish view 
was the Elliott Wave picture. This subject is often met with skepticism but if used correctly, it can prove to be a very 
powerful tool.  
  
Without getting too bogged down 
with the finer methodological 
details, the rally off the late June 
low by the S&P 500 drew a clear 
impulse pattern (minor waves 1 
through to 5), with overlap as 
permitted for a first wave. The 
subsequent decline off the August 
9th high (wave 1) was a three wave 
corrective zigzag. That 
correction, labeled A, B and C, has 
classic harmony, in that waves A 
and C were equal (60 points a 
piece). A and C were impulsive 
(five smaller waves each), as was 
necessary under the rules and 
likewise B was corrective (three 
waves). The zigzag also 
terminated across the Fibonacci 
61.8% retracement of the upward 
impulse wave (1), classic behavior. 
The termination of the zigzag 
marked the end of 2 and the 
deeply bearish sentiment (very 
important) fulfilled the 
characteristics of such. The next 
wave will be a 3 up and under the 
system's rules, that wave is never the shortest and is often the longest. Third waves are very powerful and traders 
will get burned if trading in the opposite direction. Coupled to the potential inverse head-and-shoulders pattern, 
oversold conditions and so on, an aggressive turnaround appeared imminent. The next likely time to use Elliott Wave 
would be weeks away, when wave 3 nears maturity, as wave proportionality in conjunction with Fibonacci extensions 
could be used to deduce a termination point ahead of the wave 4 correction. With Elliott it is necessary to have a 
negation level and in this case, the count would be voided on a break of the recent low (1039.7). 
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Buy 

For the rally scenario outlined on Monday to have 
legs, participation from the Financials is 
imperative. The SPDR Financial (XLF) ETF chart 
has resisted recent breakdown attempts through 
the July low, so support there looks to have been 
established. The chart should rally from here, 
back up to the top of the four month range at 
$15. The relative chart is also showing promise as 
it finds support against the S&P 500 from 
December 2009 and January of this year. This 
relative chart should turn up, trend higher, and in 
doing so provide the necessary leadership from 
the Financials.  

  
At 2pm we are going to buy the absinthe of the 
Financial ETF world, the triple leveraged, 
Direxion Financial Bull (FAS) ETF. The stop level 
will be at $17.50 and we would exit following an 
end-of-day close beneath there. The target is to 
$24.50. 
  
Disclaimer – I have bought FAS for my personal account. 
  

 
Buy 

Many stocks and sectors look to be building 
double-bottoms. Northrop Grumman (NOC) is 
one such example as it rallies from support at 
$54. Momentum, the 14-day RSI, exhibits bullish 
divergence and the indicator has a long way to go 
before even approaching overbought. 
  
We shall buy the aerospace group at 2:30pm. The 
stop level will be at $54 and we would exit 
following three consecutive end-of-day closes 
beneath there. The Initial target is to $60 but a 
breakout there would activate the double-
bottom, and that pattern has a target to $66.  
  
For longer-term investors, the stock has the 
added attraction of a 3.5% yield. 
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Stop Adjustments 
 
The H&R Block (HRB) stop is lowered to $12.85. 
The GATX (GMT) stop is raised to $27.10 and is now intraday. 
The iShares Transportation Average (IYT) stop is raised to $75.45 and is now intraday. 
The ProShares Ultra S&P 500 (SSO) stop is raised to $34.15 and is now intraday. 
The RIMM (RIMM) short stop is lowered to $45.75. 
 
 

 
 
Portfolio 

Date Stock Code Type
Open 
Price 

Current 
Price % P&L Target Stop Alloc % Comment

4 Aug 2010 RESEARCH IN MOTION LTD RIMM  Short 53.40 44.41 +16.84% 40 45.75 2.5 Stop type 
- ITD 

27 Aug 2010 ProShares Ultra DJ-AIG Crude Oil UCO  Long 9.16 9.05 -1.20% 10.70 8.25 5 Stop type 
- EOD 

27 Aug 2010 Apple Computer Inc AAPL  Long 241.40 251.02 +3.99% 270 235.56 7.5 Stop type 
- EOD 

27 Aug 2010 ProShares Ultra Russell2000 UWM  Long 26.25 26.82 +2.17% 29 24.10 7.5 Stop type 
- EOD 

28 Aug 2010 ProShares Ultra S&P500 SSO  Long 33.8199 35.16 +3.96% 46 34.15 10 Stop type 
- ITD 

30 Aug 2010 iShares DJ Transportation Average IYT  Long 74.90 77.19 +3.06% 85 75.45 10 Stop type 
- ITD 

30 Aug 2010 GATX Corp GMT  Long 26.89 28.13 +4.61% 34 27.10 5 Stop type 
- ITD 

30 Aug 2010 H&R Block Inc HRB  Long 13.44 12.98 -3.42% 16 12.85 2.5 Stop type 
- EOD3 

(12:30pm prices) 
Key to Stops 
ITD executed when the stop is touched intraday. Should the stock gap through an intraday level at the open then the trade will be closed out at the opening price. 
EOD activated on an end of day close beneath the stop level. Trades should then be closed out on the following day. Our trade will be closed out at the day's mid-
range (to reflect a fair/average exit price). 
EOD3 activated on three consecutive end of day closes beneath the stop level. Trades should then be closed out on the fourth day. Our trade is closed out at the day's 
mid-range.  
  
Adjusted stops are effective from the time of publication. 
 
 
 
 
 
 
 

 
Tarquin Coe, Technical Analyst. Let us know your feedback at analysis@investorsintelligence.com    

Recommend a friend!  Tell your friends to mention your name when subscribing to Investors Intelligence, and get a months 
free access to a service of your choice!  For more information, email sbarnes@investorsintelligence.com. 
Unauthorized forwarding, copying or reproduction of this report will be treated as a breach of copyright. To subscribe, visit the website or contact Investors Intelligence 
on +1 914 632 0422.  
This report has been produced and compiled by Investors Intelligence, a division of Chartcraft Inc, and is provided for information purposes only. Under no 
circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy. While all reasonable care has been taken to ensure that the 
information contained herein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be 
relied upon as such. From time to time Chartcraft and any of its officers or employees may, to the extent permitted by law, have a position or otherwise be interested in 
any transactions, in any investments (including derivatives) directly or indirectly the subject of this report. Also Chartcraft may from time to time perform other services 
(including acting as adviser or manager) for any company mentioned in this report. The value of securities can go down as well as up, and you may not get back the full 
amount you originally invested. Derivatives in particular are high risk, high reward investment instruments and an investor may lose some or all of his/her original 
investment. If you make an investment in securities that are denominated in a currency other than that of US dollars you are warned that changes in rates of foreign 
exchange may have an adverse effect on the value, price or income of the investment. The investments referred to herein may not be suitable investments for all 
persons accessing these pages. You should carefully consider whether all or any of these are suitable investments for you and if in any doubt consult an independent 
adviser. This report is prepared solely for the information of clients of Chartcraft who are expected to make their own investment decisions without reliance on this 
report. Neither Chartcraft nor any officer of Chartcraft accepts any liability whatsoever for any direct and consequential loss arising from use of this report or its 
contents. This report may not be reproduced, distributed or published by any recipient for any purpose without the prior express consent of Chartcraft. 
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