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When the computer is classifying something as a
Knee Jerk high or low, it means it is a one-time-unit
event. A Reaction High or Low has not penetrated the
previous event and is at least a three-time-unit event.
A Temp High or Low is normally a brief trend greater
than three-time-units.
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Head and Shoulder Top
Head and Shoulder Top
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Period & volume
Period & volume

Many Times a Pattern is detected but unless confirmed at the end of the Time unit it can and will
change during within the time unit. The above Head & Shoulders pattern is perfectly confirmed but only
if the neckline is taken out. If price activity would change as in Graph two the pattern will be negated
and Socrates will need to look for a different pattern .So GMW is not wrong at the time its price activity

which confirms change
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Monthly The pattern which seems to get the emotions flowing
the most is always the Knee-Jerk Reaction before the
Knee-Jerk Reaction high. This is often the strongest type of move just

“WM“ be.forle thelhighl which sucks them all in at the top
m_“ .ﬂ‘ thinking this is it and here we go.
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The terminology | have developed is unique
and it comes from actually studying

market behavior. | have explained that
reaction is limited to the time period of three
or less. Move beyond 3 years and you are
changing trend. The Knee-Jerk events can
be highs or lows. They reflect choppy
markets. They are confined to one unit of
time. Here is Singapore share index. Note
that there were three back-to-back Knee-
Jerk reactions. This is what the Global
Market Watch is forecasting. Not
necessarily a change in trend, just a choppy
move normally in the opposite direction.
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US - Dow Jones Industrials Index (DJIA)

Expressed in US Dollar

Markets are Fractal meaning the same Pattern on
one Level will replicate and move forward in Time
to the higher levels from Weekly to Yearly
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1998.554 N
o Mk Fconomic N
S Confidence Model

~

i@ 1998.554298. Add Pi in terms of
vears and months 3.141. This
Z000.7 produces the date 2001.695. Take
(Sept 22th) 365 days and multiply .6935 yvields
253.675 days into the year z2001.
2001’695 That amounts to

September 11th, 2001.

(Sept aath)

(Aug 16th)
2001.328
(April zoth)
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Global Capital Flows Heat Map Bl
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Our Global Capital Flow Heat Map tracing the money flows in and out of nations. It is collective and includes moving cash, buying bonds, real estate, and
equities. It is the overview you will get nowhere else. It is not forecasting anything specific. What it is doing is showing the major trend. You then look at the
various individual reports in that region.

You will find all the major sectors in Socrates from bonds and stock to real estate. Just comparing our US and German real estate indexes, you can see the difference
in capital flows which are reflected in the heat map. The Map clearly shows that capital is pouring out of Europe and it is even moving back to China and Russia.
Europe is squarely in the hands of the World Economic Forum and the intention to crush the economy to BUILD BACK BETTER is in full swing. Europe will be the
first to fall in the world.




Defining a Cycle Inversion
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In the immediate instance, simply exceeding the January
high would imply the next turning point would invert into a
high. Corrections are confined to a maximum of 3 timing
intervals, which means April. A failure to make new highs and a
penetration of the February low after April would imply a
correction moving into probably July. Just exceeding the
January high intraday MAY BE good enough to qualify as a
cycle inversion, but typically you need to CLOSE ABOVE it
or it could be just a double top formation. The same is true
in reverse with lows.

You can normally assume a cycle inversion once that event is
exceeded or broken on a closing basis. We previously warned
that exceeding the November high is December would lead to a
January high. That confirmed the Cycle Inversion. The same
will be true with respect to the January high.
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NIKKEI Tokyo Index Cash (*N225

A share market will rise as the hedge against the collapse
in a currency since tangible assets have an international
value provided the country is not being invaded.

However, arise in a currency and share market reflects

international investment capital pouring into a country. It

1 is this type of alignment between tangible assets and the
currency value that produce the GREATEST BUBBLE




Why the Dow is Different From S&P 500 & NASDAQ
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The Dow is a reflection of the big money and
international capital flows. The S&P 500 is more
domestic oriented and used among institutions and
fund managers, whereas the NASDAQ has more of
a tendency to be retail. On the rally up from 2009,
the Dow led. Note that at the peak here in 2020, the
Dow peaked first, then the S&P 500, and the
NASDAQ made new highs into February taking the
lead from the Dow. That was the kiss of death and
confirmation that a sharp correction was then
possible.
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« The real energy within a market is always to
trap the majority, for then they lose money and
it forces them to cover their position. If 90% of
the people are long, then any news can set off

Pow Jones mdusitrials

False Move the collapse. If you scare the majority, there will
‘ g be no bid when you try to sell, which results in
Before the t a flash crash. Likewise, this current rally in the

Dow from 2009 has been the most bearish in
history. The majority of analysts still keep
calling for an inevitable crash. Retail
participation still remains near historic lows.
You cannot get a crash of major consequence
as long as the bulk of the people are not
invested in the market. Here you see how the
market ALWAYS makes a false move just
before it makes the real move in the direction of
the underlying trend. At each correction, the
emotions run high and people ALWAYS expect
whatever trend is in motion will remain in
motion. Hence, shorts build up and then they
are compelled to cover and that gets the rally

Just as they say there is the calm before the storm, there is ~ ™Moving.
always the false move before the breakout

Breakout




The False Move
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Markets are fractal. So whatever you see on
only level of time, must exist on all levels of time
or else it is not real.

The Dow made a Yearly FALSE MOVE on a
number of occasions. For example, the high of
1916 dropped from 8500 to 6590 and
established the low in 1917. It then swung to the
upside, reached new highs at 11960 in 1919,
and then on the panic back down.

The Dow made its intraday high in 1889, which
was followed by a one year panic into 1890. It
then swung back to the highest yearly closing in
1892 with the famous Panic of 1893
immediately thereafter.

A similar pattern unfolded with a high in 1872, a
panic penetrating the previous year’s low in
1873, and then a dramatic swing to new high
the next year in 1874.
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DPow Jones Indusitrials

The 4™ Knock on
Heavens Door is usually
when the Door opens.
Worst Case scenario it

will be the 5Th

ccumulative Energy Study (Period Factor =
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» Just exceeding the high intraday MAY BE good enough
. to qualify as a cycle inversion, but typically you need to
Dow Jones Industrials _ CLOSE ABOVE it or it could be just a double top
formation. The same is true in reverse with lows.
« You can normally assume a cycle inversion once that
L4 ! event is exceeded or broken on a closing basis.
oauscnir " ] ‘ «  Cycle Inversions unfold routinely when trends are shifting.
niadsy . = ' The fact that we are getting these cycle inversion now is
isusa | definitely a precursor of what is coming between 2018
moving into 2021. When the same cycle has been
producing alternate events and suddenly it begins to
produce just highs, look out — for it is warning that the
foundations are changing. This is what we are witnessing
currently. We can taste it. With interest rates at historic
lows, and you have the Japanese central bank buying 75%
of the government bond market and the ECB owning 40%+
of all government debt, an uptick in interest rates is going to
make the world economy simply go completely nuts.
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The Spiral Pamic
HHavwonr BAlawwIcetis IDDacaclimme i

The assumption thhat s
someone sells the top ~—— "0 Ammae hiceniic

short and someone ’_;
buys thhat position BN
holding it all the way b
antil the bottom is r N~
reached is just ( 1:'
unrealistic. This is a 8
cascading collapse ¢ LB
withh people txyving to > -
prick the bottom but ——
rapidly reselling as '\
they stast to lose F=er
money. They gcenerally K
provide the support ~
unless thhere is a ¢ |
collapse in confidence ._‘_
inn which case vou get "__'
the FIASH crash. u_‘
Market mmakess are also buyving and

selling and at times will withdsaw

fromm the mmarket contributing to a '_‘
FIASH crash or huge gaps between (,ﬁ

trades. Short plavesrs are needed to
also provide support along the wavy
dowmn. There is mo sale annd a buver
thhat casries thhe trade to thhe low.
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The Phase Transition is also referred to what is called as
the Law of Movement . In simpler terms, a Phase
Transition changes in state from one form to another. This
law, amplifies that everything is in place from the world of
physics to economics. In the markets, the Phase Transition
explains abrupt movements in price and always unfolds from
a prior base in order to create the energy needed in order for
the movement to take place (transitions).

This is not a normal bearish or bullish state rather it is a
compressed state of time that convinces the majority within
the marketplace to switch sides. Understanding the Phase
Transition is critical to understanding how to trade. The
greatest amount of gain and loss is accomplished in the
shortest amount of time.

A phase transition is typically 52-59 weeks in general.
This is a broad measurement and not fine tuning. A Phase
transition is a doubling in a short period of time. It’s only
in one direction unlike a slingshot move which goes in
two directions. In other words, this is a sudden exponential
move that marks a departure from a normal trading event to
an explosive move wiping out both sides.
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Dow Jones Industrials
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 Took Place relative to the Dollar during the civil war
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Understanding The Phase-Transition
Market Movements

The Bell Curve

Copyright Martin Armstrong 2012 All Rights eserved
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Euphoria Phase Transition

Bull Trap New Highs to Come

Media Attention

Persistent Short Selling C h
ras

First Rally
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False Move

It It was Niccol6 di Bernardo dei Machiavelli (1469-1527) who concluded after his observation of history that the reason there
is a cycle whereby history repeats, is because there is a common denominator. It is man himself that causes history to repeat
because the Passions of Man Never Change
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Dow Jones Indusitrials

Monthly

The Sling Shot Move Video

Sling Shot wi (Ctrl + Click link)

65 Months = A slingshot is in both directions .First it
takes out the low and then the high

The Sling-Shot Move
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Dow Jones Indusitrials
Monthly

- . « Slingshots are only important Temporary highs

JII_‘ « Major lasting highs are only through phase Transitions

New Highs Made in 24 Months

08/01,1989 266066 275873 261371 273727
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A /‘Q °o°z,°o°?°° o000 °°O°Qo° 0 o Water takes a lot of energy to heat up. The
H—H —0" u amount of energy It takes to z_ict_ually heat water Is
T it ! RAl e ’”fq very well established. A calorie is the amount of
1501 | . | energy it takes to heat one gram (1 m{) of water
¢ Bubbles Critical 1 by 1°C. This can be expressed as 1
| (Nucleate Boiling)/ | | HeatFlux kcal = 4184 J, which is how much energy it takes
nterfoce; | to heat one kilogram (or liter) of water by 1°C.
(PuEr\;ag:nr::ciizn)i | g Therefore, 1 Btu = 1055 J, which is the amount of
| Bubbles | : : energy it takes to heat one pound of water by 1°F.
condense l Now, when we actually chart the progression of
25F b L heating a pot of water, we discover a phase
| Rise EU”Stab'EEStab"'zedi transition, meaning we are reaching the point
. | ——— (Film Boiling) ———» when we convert the liquid water into a gas and
I .om | m vV | seesteam

superheat (AT =T, - T)
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So if I want to take 500 m{ of water from 18°C
to boil, | need to expend 82x0.5 kcal to get the
job done, or 171.6 kJ. It takes a lot of energy
to boil a pot of water.

The economy functions in the same manner.
We progressively turn up the heat and then all
of a sudden it enters a phase transition and
erupts almost out of nowhere. This is the
nonlinear progression of a boiling pot of water.
Politics amounts the the same type of

progressive curve.
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 Cycles are identical to light, which always moves in

Change the Wavelength Obtain a frequlencies.. Everything within thg upiversg is fractal.
. So discovering the key then applies in all time frames
Different Effect e of reference. It is way to complex to answer in a brief
mmect  Hadio waves MI(‘I owayes nfrar-‘d ~— Uln?‘ lcmr Xl}'s Gamma note. i i
‘ - J ' A (i I promise , 1am trying very hard to complete the
y | | ‘ ' .‘ U\ t.r M Geometry of Time. It will take a lot of pages to explain

waelerygth
(meterst 102 1'm im 10! e 108 10t 10 10%m 10'm 10 109 00 0

this complex and deep subject. Nevertheless, with a
light wave , alter the frequency and you get a different
Copyright Martin Armstrong 2on All Rights Reserved effeCt.

« Major turning points are the convergence of many
cycle frequencies. Each will depart from the same
event producing different effects and events in the
future. It is all about understanding each wave and
what it will produce like radio waves, microwaves,
infrared, visible light , ultraviolet, x-rays, and gamma
waves.

 They are all part of the light wave. Change the
frequency and you can watch TV or cook dinner.
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THE SHAPE OF THE WAVE

Trough Amplitude

<------

Direction of Motion -------- >
Copvright Martin A. Armstrong 1999

C o A - 2 g, i L | IS o
The Nature of Cycles - all rights reserved
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Reactions are limited up to three units of
time and that runs up to yearly. For
example, even if we look at the Great
Depression, you will see a fall in the Dow
from 386 to the 42 area. That took place in
34 months of from September 1929 to July
1932. It is confined to the three-year rule.
Because it fell so far, it could not continue.
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The Nikkei turned into a bear market
passing that three unit time interval. Then
the minimum became five to six years,
and the next is 10 to 13. Go beyond that
and you are off into 23 to 26 years. So it is
a factor of how far you move within a
given time period
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Chart Tools
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The 3 Units of Time Reaction rule

The 2-3 Year Reaction Rule - 73.96%

Tokyo NIKKET Cash Stock Index Dow Jones Indusitrials

If a market declines greater than 73.96% within 3-years,
then it has reached a bottom within that time frame.

Coanvviaght Martin Avmastvana all viahts vesarvued 3013
COPYIrigiie (VIGT et A'NMiSEI'onyg get r'egiies reserved 2012
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Cycle Pattern #1 Cycle Pattern #2

Cycle Pattern #2 differs primarily in the
length of decline during the bear market.
If the first rally after point 7 fails to move
above the high established at point 6, then
an extended decline is likely to emerge.

Many bull cycle moves tend to follow a
pattern where a 300-400% advance takes
place between points 1 and 2. A slight
decline or even a sideways pattern
emerges between points 2 & 3.

The sign of a culmination of the @ f’ltlﬂl ﬂ.le n(liajoll_‘ity of @
bull cycle takes place between 6 wieilpll)hécgon?gngl(f -

points 3 & 4 where price once
again nearly doubles. The bear
market that follows results in
a 40-60% decline between
points 4 & 5 with prices @
nearly doubling between ”
5 & 6 and a renewed
decline to new lows

between 4 & 5. This
is usually a time
interval of 2 units
of measure be

it hours or @
years.
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Tokyo NIKKET Cash Stock Index

Period Doubling
Effect of last 2 years ,_ Tokyo 1989

sign of a Bubble Top
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Tokyo NIKKET Cash Stock Index

Period Doubling
Effect of last 2 years ,_ Tokyo 1989

sign of a Bubble Top
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Tokyo NIKKET Cash Stock Index

Period Doubling
Effect of last 2 years ,_ Tokyo 1989

sign of a Bubble Top
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There is no other technical pattern worse than what | have
called the waterfall event . Here is a chart of the Monetary System
of the Roman Empire from 290BC through 518AD that was the
source of discovering this pattern. The purchasing power of the
Roman denarius fell to about 1/50th of what it once was through the
debasement of the silver content. This is a LOG CHART so it
minimized the full impact only so we can actually print this
devastating collapse. We have all the data behind the Decline & Fall
of Rome. This chart cost over $20 million to produce. We call this
the waterfall event because that is what it resembles a waterfall. It
begins generally with a curve of about 45° and then it rapidly turns
downward to a near 180° drop at the end. There is no major ABC
type of wave or Elliot Wave Structure at this level. Such patterns are
generally within the normal day to day minor price movements we
might call the quantum level. Here we are looking at the big picture
and it is truly awesome.




The Waterfall Event is the opposite of a Phase Transition

Understanding
Market Movements

The Phase-Transition

The Bell Curve

Copyright Martin Armstrong 2012 All Rights Reserved
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THE WATERFALL EVENT
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Dow Jones Indusitrials

Waterfall Event
Flash Crash
\ May 6th, 2010
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Waterfall Events do take place on the minor time levels such as the
May 6th, 2010 “Flash Crash” Again you see no discernable wave
ABCD or Elliot Wave pattern. The market just rolls over and
collapses. However, because the markets are fractal, such events
will migrate up the time scale and eventually materialize on the big
picture level. What we saw in 2010, will appear at the larger level in
time but not before 2032 at the very earliest.




Everything has an Opposite

Notice the Test of the High and the test of the low. This is a
normal technical pattern

ASDAQ 100 Index Futures

yoressed inUS Dollar
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Taking out the low of the previous Year does not
mean it is a Low in the market.

The Monthly within that Year called for a High early
so that's a continuation of the previous Trend and a
major high

So look at a Lower Level within a Timeframe to see
the real trend

Follow the Reversal System for confirmation
Panic Cycles and Directional Changes
Look for what the market does in the beginning of

the Timeframe .It normally does opposite the rest of
the timeframe. |.E. first half down second half up

a2
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Plateau Move
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The Dow Jones
Industrials
Plateau Move

"The Takeover Boom"
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How to Trade a Vertical market
(Click Ctrl+ Link)

To be able to survive your own trading decisions, one
must truly understand the nature of the market
movement.

That means what we are dealing with the Phase
Transition or the Plateau Move that are
distinguished as the former is typically not
sustained and is followed by a Waterfall collapse,
whereas the latter creates a whole new trading
dimension that is permanent



https://www.armstrongeconomics.com/product/how-to-trade-a-vertical-market/
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Dow Jones Industrials

Yearly 1790-2010 Panic 20079 .
L ETA B Another Plateau move coming

» 2 —
Panic 1987

Panic 1929

Panic 1919
Panic 1907
'
Panic 1893
Panic 1837

Panic 1903 Public Wave Private Wave

The New Deal
Private Wave

US Becomes Financial
Panic 1857 Capital of the World

Public Wave

Copyright 2011 Marstin

Index recreated using the primary sector shares

prior to the industrial complex
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prior to the industrial complex
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Quite often, when a market begins to
prepare for a Phase Transition (doubling in
price then crash) and a Plateau Move
(sustainable new trading level), our model
will identify the start as a breakout move.
This is typically a normal pattern of simply a
sharp rally. By itself, it does not reflect a
doubling in price or any sustainable rally on
a broader perspective. A breakout move is
defined simply as a sharp short-term rally. It
does not imply a doubling or a new trade
plateau altogether.




Breakout Transformation to a Phase Transition g RNSINERav
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NRSDRY Conposite Index NASDRE Composite Index
Yearly Yearly
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Plateau Move

Economics

Pow Jones Industrials
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The Plateau Move is a more permanent change in
the trading range creating a completely new trading
level that is sustained. There is no return to the
former trading range. Such events are profound, yet
often are interlinked with the Economic Confidence
Model.

Fundamentally a Plateau Moye took place because
we were shifting from a Public to a Private Wave on
the Economic Confidence Model and this is when
private assets become oversold. Likewise, the same
is true when the private sector collapses. That is
when people flee to the quality they perceive to be
government assets.
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Therefore, we have the Plateau Move on
the asset side against a Waterfall Event
on the currency side. This is why all
assets rise when a currency collapses.

Understanding this reciprocal aspect
between the Plateau Move and Waterfall
Event is the view to the Waterfall Event
is the view to the future. This is what
happens when we enter a currency reset.
If the currency collapses in the years
ahead because of the entire monetary
system requires restructuring, then we are
looking at a Plateau Movye in assets.




Share Markets and the Currency
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NIKKEI Tokyo Index Cash (*N225

A share market will rise as the hedge against the collapse
in a currency since tangible assets have an international
value provided the country is not being invaded.

However, arise in a currency and share market reflects

international investment capital pouring into a country. It

1 is this type of alignment between tangible assets and the
currency value that produce the GREATEST BUBBLE




Stocks rise with Rising Interest Rates & Falls with Lower |
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September 2019

Dow Jones Industrials CBT 38 fr US Bonds

Hanthly| | w5 Trump is a borrower and only sees the world
through his personal experience. The people with
savings and pension funds are being wiped out.
That is a statement he has made which is HIGHLY
dangerous and proves | do not advise Trump which
seems to be a Democratic accusation running
around.

1966

1970
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CBT 38 ¥r S Bonds Dow Jones Indusitrials
1946 Monthly
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Stocks rise with Rising Interest Rates & Falls with Lower
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Dow Jones Industrials
Monthly

31469
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Plateau Move Fan Projection

Fan Projection
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Therefore, a Plateau Move is by far
not like the typical Phase
Transition that is an isolated
“Rogue Wave” that creates the blip
followed by the Waterfall Event is
assets. Here the Waterfall Event is
in the currency and the assets rise
in the balance.




Plateau Move Fan Projection

Fan Projection

Tokyo NIKKET Cash Stock Index

Monthly

Here the Fan Projection implied a
Phase Transition not a Plateau Move
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Corrections within Phase Transitions

Corrections

Dow Jones Indusitrials
Monthly
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Phase Transition that is an isolated
“Rogue Wave” that creates the blip
followed by the Waterfall Event in
assets. Here the Waterfall Event is in
the currency and the assets rise in
the balance.
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Corrections
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Corrections

NRSDARY Composite Index
Monthly
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Corrections

Tokyo NIKKET Cash Stock Index
Monthly
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DJIA Projections into 2022 Economics
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Looking to the Future

Dow Jones Indusfrials Projected Levels

2016 ... 18630.45 18879.99 23251.20
2017 ... 19060.46 20323.96 25648.40
2018 ... 1949047 21767.92 28045.71
2019 ... 19920.48 23211.88 30443.02

2020 20350.49 24655.85 32840.32
2021 ... 20780.50 26099.81 35237.63
2022 21210.51 27543.77 37634.94




The DJIA v S&P500 v Nasdaq what’s the Difference
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Superposition Principle & Reversal Convergence-1

Economics

Superposition Principle

Constructive Interference

[\~

—/\

resulting wave

amplitude is a vector
sum of the 2 waves
colliding within the
same time-space

Destructive Interference

[\~

resulting wave is
cancelled out at

the same time
space region upon =
impact

Surface elevation (m)
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Draupner wave record
A January 1 1995 at 15:20, hs = 11.9m

L

180 200 220 240 260 280 300 320 340 36

Time (s)




Superposition Event ( taking out a Bullish Reversal , Blue and
then a Bearish Reversal . Green
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Superpostion Principle in the Reversal System

Date Open High Low Close ElecBulll ElecBull2 ElecBull3 ElecBull4 ElecBearl ElecBear2 ElecBear3 ElecBear4

19290415 30560 31520 30550 31230 0 o o 0 o 0 o o

19290422 31830 32010 31720 31750 0 o 0 o o 0 o 0

19290429 31560 32910 31560 32810 0 o o 0 o 0 o o

19290506 33100 33100 324390 32800 o o o 0 o 0 o o

19290513 32450 32560 32190 32330 0 o o 0 o 0 o o

19290520 32260 32260 30630 30630 0 o 0 0 o 0 30920 0 - H o

539055 Saas0 30430 00d6 " Sateq g e e sssso amse g ee|  We just had a Superposition Event
19290603 30710 31200 30710 30740 o o 0 o o o o 0 -

19290610 30760 31740 30760 31460 0 o o 0 o 0 o o On Frlday 27 20 18

19290617 32240 32410 32040 32410 0 32020 o 0 o 0 o 0 . . . .

19290624 32570 33520 32570 33460 33110 0 32450 0 0 0 0 o |n the DOW_ Thls |S #43 Sl nce 19 14
19290701 33910 34870 33910 34580 0 o o o o 0 o o

19290708 35010 35030 34710 34830 0 o o 0 o 0 o o

19290715 34700 34980 34700 34780 0 o 0 0 o 0 o 0

19290722 34730 34940 34750 34750 0 o o 0 o 0 o o . .
19290729 34490 35830 344390 35730 0 o o 0 o 0 o o httDS . //WWW. a rmStran eCOnO m |CS .
19290805 35870 35870 34490 34660 0 o 33110 32460 o 0 o o .

19290812 35440 36440 35440 36360 35040 34880 0 o o 0 o 0 CO m / I | b ra ry-

19290819 36730 37870 36730 37810 0 o o 0 o 0 o o

19290826 38020 38610 37760 38610 o o o o o o o o

ioross  seso e smw eme o o o o o o s o research/superposition-principle
19290909 38060 38060 36970 36970 0 o o 0 o 0 o 0

19290916 37360 37520 36470 36470 0 o o 0 o 0 o o reve rsa I'CO nve rC] e n CE/

19290923 36500 36500 34830 34830 o o 0 0 o 0 o o}

19290930 34940 35020 33330 34260 [} o (o} 30810 34480 34740 o (1}

19291007 34850 35880 34850 35880 o o 34830 o 36460 37860 (] o

19291014 35820 35820 33270 33270 0 o o 0 o 0 34700 o

19291021 32830 33300 30360 30360 0 o o o 32030 30700 30450 31340

19291028 29520 29520 25240 28150 0 o o 0 o 29110 30000 30080

19291104 26930 26930 24210 24530 0 o 0 o 25520 25260 25520 25520

19291111 23510 23510 21190 23230 0 o o 0 236830 23870 o o

19291118 23340 25080 23340 25080 o o o 0 o o o o

19291125 24610 24610 24070 24070 0 o o 0 o 0 o o

19291202 24340 26560 24340 26560 0 o 0 0 o 0 o 0

19291209 26760 26760 25180 25440 0 o o 0 o 0 36960 30700

19291216 25320 25320 23730 23730 o o o o o 24200 o o

ArmstrongEconomics. COM

2 short-term elected 1 long-term

U073 503630 2S6TA ) 2515106‘ Bugle Mg 0 0 0 0 0 2537%!‘ bearish elected



https://www.armstrongeconomics.com/library-research/superposition-principle-reversal-convergence/

When Time and Price Meet at the Top Fconomics

researching the past to predict the future

JUW JULIES TTIUUSUIAID TTUTA dall

| s [IEEN-J )=
\na‘ySiS for WednESday, January W 2018 \{ea”y Quarte”y [\mmm.\.{ Weekly Da”y Back To Star Bull Cycle (7) = False ~2018-02-09 = 24191 (+331) ]
January 29" ot
DALY FORECAST ARRAY
Aggregate
Transverse
Empirical
Long Term
Trading Cycle ]
_)__,_.~:;‘1: nl'l — 22500
Direction Change — S
20 29812 ]
Panic Cycle m =
_ 21000
Interal Volatility B
| 20500
Overnight Volatility T
19500
15-Jan  16-Jan  17-Jan  18-Jan 19-Jan 22-Jan 23-Jan 24-Jan 25-Jan  26-Jan = 29-Jan  30-Jan _f 19000

17-Sep 17-0ct 17-Now 17-Dec 18-Jan 18-Feb ; -
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Using the Models Economics

researching the past to predict the future

Using the Models

Time - Price - Pattern Recognition

Bullish Reversals

Paterrns

Bearish Reversals

IF - THEN - ELSE ANALYSIS

ArmstrongEconomics.COM




REVERSAL BASED ENTRY STRATEGIES .When Time meets Price
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« 1f $1282-$1254-$1225 were weekly bearish reversals, then two possible orders can be implemented to establish a position
in the market:

Strategy 1 Strategy 2

» Use a sell stop close only at $1281.5 « Use an Intraday sell stop at $1280.9 with a protective buy stop close
Stop limits are advisable-usually $5 in Gold or 100-150 points in the S&P only at $1282.5.
depending on Volatility. * Inaddition , an Intraday protective buy stop should be placed above the

next number or previous weeks high whichever is lower .
« If the previous weeks high was $1294 the use the whole number $1290

placing the stop at $1290.6
* Inherently risky .
*  During extreme volatility, the order may not be elected as the market » Able to handle an extremely volatile period very well by getting into a
could close sharply lower beyond the limit. short position close to the key area

»  During quieter periods, a market could slightly penetrate the reversal
intraday and still close above it at the end of the day, thus avoiding
execution.

» Risk s limited as intraday penetration proves to be only a false move




REVERSAL BASED EXIT STRATEGIES. When time meets Price
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Strategy 1 Strategy 2

»  Cover the position on the next reversal using a MIT order. »  Each new low produces a bullish reversal and each new high produces a
« If you are short from the $1282 level and the next bearish reversal is corresponding bearish reversal
$1254, use an MIT at $1255 or $1256 to buy back the short position »  Exit the market if the corresponding reversal is executed
» Re-enter the market using the entry strategy most appropriate with the  Ifa short position was taken near the $1282 level and the market drops to
$1255 reversal the $1258 area, a protective buy stop close must only be placed slightly
«  Continue this strategy from reversal to reversal until the market stops above the bullish reversal generated from the new low at $1258.

 These two strategies work well with the reversals for both conservative and aggressive speculation or hedging
 Keep in mind that this reversal system works best under extreme volatility: the greater the panic the higher the accuracy.
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01-Jan-2013 31043 -l3l04,3 14846 28 1407175 1032563 1325844 880815

01-Jan2014 NGST2AT MBIONNS 15320 60 MREONN 16722 07 148099 12099.78 1381635 9271 24
014202015 1782307 MBSSIER 15370 33='5~sw 84 15660.33 13250.98 1454089 9809.25
9

01-Jan-2016 15450 56 17719.1 1655008 14260.19 1588479 1036062

1740588 10967 63 3
7 lm‘u-mmm-:m:q 36 17567.11 15788 76 17307 05 1099729

INDICATING RANGES
Momentum - Trend - Long-Term Trend - Cyclical Strength

01-2an-201

The Indicating Ranges are reflected in the Global Market Watch dictate the color in the comment. If you are above all four ranges,
then the market has exceeded the important near-term resistance and can thus the market can continue to move higher.

Likewise, when the comment color is dark red, this reflects that the market has traded through the four indicating ranges and all are
bearish, then we can see a further decline.

When the comment color is light green or light red, then then the market is trading between the resistance and support.
Therefore, a BULLISH/MOVING HIGHER comment while the color is still red, then we are at least at first testing initial resistance

and has not yet indicated that the trend is changing rather than a simple reaction. If the color is green, then the rally is testing
resistance and support is still holding.

[

9
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Cyclical Strength
Indicates the Strength of time-related trends. This indicator tends to pick highs and lows in extremely volatile moves (see “How to Use the
Indicating Ranges”).

Long-Term Trend
The Long-term direction of a market (see “How to Use the Indicating Ranges”).

Momentum
The market’s ability to move quickly in either direction (speed) (see “How to Use the Indicating Ranges”).

System Support/Resistance
Refers to levels of market support or resistance as represented by the AE REVERSAL SYSTEM and the AE INDICATING
RANGES (see “How to Use the Reversal System” and “How to Use the Indicating Ranges”).

Technical Support/Resistance
Refers to levels of market support or resistance as determined through chart analysis (see “Technical Trading Lines”).

Princeton Bifurcation Analysis
Refers to a proprietary methodology developed by Princeton Economics which attempts to find a specific point in time and
price that acts as a “strange attractor” in market or economic movement.
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The Energy Model is measuring the bulls against the
bears. It is providing a different measurement of how
much “energy” remains in the market from the long-
side. Therefore, if people are recently long, i shows
to what extent that represents the whole of the
market position. A crash is possible when energy is
at a high level and a rally is likely when energy is
negative.

Now, let’s look at the Dow. You can see that energy
bottomed negative three weeks from the breakout.
This, again, warned there would be no crash as
everyone was predicting. The Energy Indicator is an
excellent tool in judging the risk in a market from a
purely numerical perspective — not opinion.




Outside Reversal
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OUTSIDE REVERSAL

A trading session that exceeds the
previous high and low and thus it can
be a session that exceeds both
directions.

Exceeding the High and then closing
below the low would be even more
Powerful trend change or vice versa
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1% retracement Rule

If Market closes more then 1% below/ Above
Reversals then normally it Retraces to the
Elected Reversals




PANIC CYCLE MODEL are Cycles of Outside Reversals
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Composite

B « A Panic Cycle differs from a turning point or a directional

Empirical change insofar as it does not reflect a high or guaranteed

low and it is not the beginning of a change in trend

Long Term

» Here we are concerned solely with the confusing abrupt move.
Trading Cyc

e » 70% of the time, a panic cycle is an outside reversal or

Most Active High capitulation
Alpha Cycle + 30% of the time, a panic cycle is a fast one way move

Most Active Low « ltis neither a target for a specific high or low, just greater price
movement that can be dramatic in one direction, or an outside
reversal exceeding the previous session high and penetrating its

Direction Change low

Panic Cycle .
E—

Internal Volatility

Beta Cycle

Overnight Volatility




Reversals getting Disappearing & Displaced Feonomics
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— Reversals , changing number of Datapoints loaded will
change Number of reversals loaded and Showing

| File Edit Format View Help

|'zoi6/01/01, 88290, O,
"1998,/01/01, 102610,
"1986,/01,/01, 102610,
"2002,/01/01, 102710,
114 ﬂ'."ﬂr."n"\‘l rllln-‘ v '||"‘|']-'.|"||"‘|:|
"2016/01/01, 103600
"1979,/01,/01, 103820,
"1968,/01,/01, 103820,
"1979/01/01, 104610,
"1986,/01/01, 105600,
"2016/01/01, 106190,

=]
=]

0"

, , -
! Price activity nearest 5
reversals shown as

This reversal is from 1968.
When you compare it with the Alt-R function
that gives you all reversals back to inception

) Price activity nearest 5
reversals shown as

CoOoOoOQpDoOoO0D
[ e e e ] el e e e R
CoOoOoOQpDoOoO0D
COoOoOoOOpDoOo0D

There is nothing wrong with the reversals
That particular one came from a minor low back in 1968
r We should be concerned with the most recent active

File Edit Format View Help

[2016/01,/01, 88290, 0, 0, 00", Reversals , Socrates shows the nearest Reversals so

::lggsﬁgﬁgi’ ig%gig’ E’ E’ E E::’ Reversals , changing number of h Pri tivit h th tR |

1986 , ' ' ’ ' ’

"2002/01/01, 102710, 0O, O, O 0",«—  Datapointsloaded will change when rl(_:e aclivily changes the nearest Reversals

.égig:ﬁgﬁgi’ ig%;%g’ g’ g’ g g..’ Number of reversals loaded and loaded will also change.

"1979/01/01. 103820, 0. 0. 00", Showing

"1986/01/01, 105600, 0. 0, 0 0" Reversals are not disappearing, but the table listed now is

“2016/01/01, 106190, O, O, 0O 0", .. . . .
limited so if new reversals are generated or Price activity
moves a previous reversal may be displaced




REVERSAL GENERATION EXAMPLE “What If’s”

Economics
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"what-if" reversal point

Generated by the system based on a new intraday high/low established in a time unit (d/w/m/qly)

"what-if" reversals can only be confirmed as a traditional reversal point if the new high/low that created it holds for at least one more unit of time (the
next d/w/m/qly)

Example:

Market xyz sets a new daily intraday high of $100 on monday

The system creates new set of "what-if" reversals based on that $100 high

During tuesday's session, there is a new intraday high of $105

The system then creates a new set of "what-if" reversals based on that new $105 high (this eliminates and replaces the set of "what-if" reversals
created after monday's high)

During wednesday's session, the $105 high from wednesday holds (it is not exceeded, so $105 remains the high)

After wednesday's close, the system will see the $105 high held and thus the "what-if" reversals generated from that $105 high on tuesday are now
confirmed as traditional reversal points

"what-if" reversals can (and often do) disappear (and be replaced) when new higher highs or lower lows are being set on a day-to-day / week-to-
week / month-to-month (and so on) basis....

But - "what-if" reversals are not "estimates” of future price activity. They are not based on any "projection” or "forecast" of what might happen. It is
simply a point-in-time observation of a new high/low, that has yet to be confirmed.




Reversals “What If’s”

Economics

Daily Reversals

US Dollar Index (Futures) (DX)

Expressed in US Dollar |

|

L j it H
l|I||l I‘nl”' y l‘u"ln

h
Illil{llillll{

Direction Reversal 1 Reversal 2 Reversal 3 Reversal 4

. e 1000000 1003260 1005160

Bearish Reversals 96.4200 96.2140

Daily Elected Reversals
Reversal 1 Reversal 2 Reversal 3 Reversal 4

96.0540 [ 970600 [ 975700 975700

Bearish Bearish Bearish Bearish
Jun10 2020 Jun 04 2020 Jun 03 2020 Jun 03 2020

Daily Estimated* Reversals

Reversal 1 Reversal 2 Reversal 3 Reversal 4

974100 96.4840 96.3840
Bearish Bearish Bearish
Jun18 2020 Jun18 2020 Jun 192020

researching the past to predict the future

When a security makes a high or low Socrates dynamically
generates a set of reversals. They are called “What If's” . If
the market would make a new high/low next day, then of
course they be replaced by a new set until they are
confirmed, and the high/low is confirmed .They cant be
used for trading until confirmed. Its just an indication of
where the new Reversals would be “IF” confirmed

Reversal 5

1006400 — Active Reversals

Reversal 5

$75000 <4 FElected Reversals &
Bearish

1012020 Same Day Elected

Reversal5 l “What If “ (Tentative) Reversals Unconfirmed. When
confirmed move to Active Reversals

o0

[oFe)



Same Day Elected Reversals Feonomics
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Elected Reversal are simply Reversals generated
previously as listed in Active Reversals and Elected.

Same Time Reversals are generated same Day or Time
Unit and immediately Elected same day or Time Unit.
Reversal 1 Reversal 2 Reversal 3 Reversal 4 Reversal 5 Reversal 6 Reversal 7 Reversal8  Reversal9  Reversal 10 . .

Hence, they never show in Active Reversals

[P]92300 924700 926940 924740 925340 931100 934100 Bodo B0 B340

Bearish Bearish Bearish Bearish Bearish Bearish Bearish Bearish Bearish Bearish
AgBNN  AQBNN  AgBXN  AgBN0 AgBNN AgSNN AgMIN WA  yHNN LN [ Elected Reversals

Daily Elected Reversals

Daily Same-Time Reversals*

Reversal1 Reversal 2 Reversal 3 Reversal 4 Reversal 5 Reversal 6 Reversal 7 Reversal 8 Reversal9  Reversal10

- Same Day Elected

95,8440 940000 964000 9577100 96,9300 971440 99.3000 974100 1001000 98.8%40
Bearish Bearish Bearish Bearish Bearish Bearish Bearish Bearish Bearish Bearish
Mug212020  Aug122020  Augf22020  Aug032020  Aug032020  Jul102020  Jn302020  Jn222020  Jn222020  Jun122020

* "Same-Time Reversals" are when Tentative Reversals are crossed (below bearish or above bulish) on the closing of the same time unitin which it was generated (same day, same week, efc). This is similar to when a confirmed
Active Reversalis Elected, but in this scenario it all happens in the same unit of time, and is a strong indicator that the high or low that generated the Tentative Reversals will hold in the relative near-term.




Intraday Projected Breakout Resistance Fconomics
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: , Question:
Intraday Projected Breakout Resistance
Today...... 246300 | noticed several times that there is a discrepancy in the daily
Previous... 226925 numbers for Silver when | look at how the fields "today",
Tomorrow... 246400 "previous" and "tomorrow" are updated.

I would expect that the value | see today in the field
"tomorrow" to appear the next day in the field "today" and
the one in "today" to appear in "previous”.

Intraday Projected Breakout Resistance
Today...... 218825
Previous... 204484
Tomorrow... 236344

Answer:;

They are cyclical based not linear
So they can be higher then lower then higher again




Rollover in Future Contracts.

Its part of the Data Series and will not effect Reversals. Many Times Markets just

move below to fill the Gap after.

BGE-IE?E 2013-01-24" - 2019-06-14 (60 minute bars) Euro FX (Hec) Cont Liq @ CME — Template: Default

Tue 19-06-11 23:00 (G6E-201906) 0=1.13205 H=1.1324 L=1.13145 C=1.13205
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Economics

researching the past to predict the future

J 14370
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l {11310
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Thu 2018-05-16 (WU-201506): Momentum=-0.006100

D47
Y

_s|p o] ] X| (B Wu057. 19990104 - 20130614 (Daiy bars) Euro FX (Conb) Conl Lig. @ CME — Tenplate: Defaul

s[el [ 8|

14382

1112
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1109
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Rollover in Future Contracts.

Economics
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Its part of the Data Series and will not effect Reversals. Many Times Markets just
move below to fill the Gap after.

ecl.z-uw: 1983-03-30 - 2020-04-20 (Daily bars) Crude Oil NY (Comb) Cont Liq @ NYMEX — Template: Default s|Pp|c|— 5_)
Mon 2020-03-23 (CL2-202005): Momentum=-4.9100 MovingAvg= -6.5133
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GMW, Strong Rally on Daily but Crash mode on Monthly- Quarterly -Yearly

Economics
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Still CRASH MODE

Australian Dollar Futures (AUDUSD)

Turning UP after LOW CRASH MODE SERIOUS SHARP DECLINE
UNDERWAY

s[e ] [51x]}

B WD-057- 1987-01-13 - 20190905 (Daily bars) Australian $ (Comb) Cont Liq. @ CME — Template: Default
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Cyclical Chart 16 Week Gold Benchmark Cycle Fconomics
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2018-03-23 = 1254.3 (-24.5) 19974
19320

1840.0

l i « Creating charts of the Cycle
) length will help with Analysis

1364.0

'I | ;”%:“ * Here a Chart of the 16 week
“Ih '.I“* - | gold benchmark cycle .
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Cyclical Chart 18 Week Silver Benchmark Cycle Fconomics
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2018-03-16 = 1606.5 (-80.5) |

. « Creating charts of the Cycle

o length will help with Analysis

Eha e Here a Chart of the 18 week
” = Silver benchmark cycle .

jﬂ:; - Each baris 18 weeks
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Trade when Time and Price meets Fconomics
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NY Dollar Index Time and Price Meet

Economics

Trade when Time and Price meets it works well
and takes Risk and Guessing out of Trading

P oGaE 1311 D1 Dby barn] U Do i Cosb-Cond L 8 KCELS - emphaia: sk LE 8L
AN T e e and rice meets All else will fall in Place.
et I} | Don’t Trade Verbiage or what anyone says. Trade
L :::;:Er' " Srategy #1 Test Reversal at High Bar
1 |re= ... Strategy #2 Take out Low of High bar the numbers
Wﬁ 1“ g B Strateqy #3 Take out Reversal
. T . NY Palladium Time and Price Meet
«Indicators Turning Short
** Indicator Divergence
- Bnﬁﬂ}rﬂgunﬂ:“mm o L, 88 WK, — Br -]
| w« March 9" Time and Price meet again . ﬂ ..’ié
S I (o 1 . ' | peeses - Trading Cycle 12 Days down, Panic . r—’ w g
Fot” Nl ' . Day 1 I . E
L L - ARt
T T Cover goLong Beautfu Trades e : "
. - T e L | - T ,",:::__T =] " , l{:‘_
o T . ‘l]L‘t e -15:1' 1 .:,I :
— . Jw*l lﬂ fF’ 3
e T T T T T T T . w 2
! =!,|J” Lt | g
ul ! | 0 - g




Trading the Reverse Pyramid

Economics
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How to Trade A Panic

Economics

researching the past to predict the future
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Surviving Your Own Trading Decisions — You Can Be Your Worst

Enemy
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http://s3.amazonaws.com/armstrongeconomics-wp/2012/06/survivingyourowntradingdecisions.jpg

The Little-Guy Syndrome - |RNTRREI_—"

researching the past to predict the future

Einstein’s Maxims for Creative Excellence

1). Imagination is more important than knowledge.

2). Reading, after a certain age, diverts the mind too much from
its creative pursuits. Any man who reads too much and uses his
own brain too little falls into lazy habits of thinking.

3). The important thing is not to stop questioning. Curiosity has

its own reason for existing. One cannot help but be in awe when
he contemplates the mysteries of eternity, of life, of the
marvelous structure of reality. It is enough if one tries merely to
comprehend a little of this mystery every day. Never lose a holy
curiosity.
Albeve Binctons 4). The most beautiful thing we can experience is the mysterious.
(March 14,1879 - April18,1955) [t is the source of all true art and science.




All Truth passes through three stages Fconomics
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You cant have Freedom and Security « All Truth passes through
if you want to tell people the truth, three stages
you had better make them Laugh, or
they kill you _ _ o
* Firstits ridiculed
George Bernard Shaw » Second it is violently
opposed
WP .  Third it is accepted as self
Truth will'always be truth, . P
evident

regardless of lack of

understanding, disbelief or
ignorance.

W, Clement Stone




The Little-Guy Syndrome Feonomics
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Private investors always seem to suffer from the little guy
HOW TO INVEST syndrome. Far too often they are told that the professionals,
IN THE:STOCKIMARKET institutions and financial wizards know more about the markets

WITH LITTLE MONEY than the little-guy. As such, the proper thing to do is just shut-
- up and follow their lead

The best knowledge comes from the street. What festers is the
marble and granite buildings of Wall Street is usually twisted
notions an d distortions of what is really going on in the real
world.

Street Sense is perhaps the most valued of all knowledge.
Often it is said that those who cannot do -teach. It is hard to
imagine true understanding evolving from anything other than
actual experience.
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