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CoSMOLOGICAL ECONOMICS

THE MASTERS OF TECHNICAL ANALYSIS SERIES

The Masters of Technical Analysis Series brings together a collection of the most important
classical and modern works on technical analysis and financial market forecasting. These classic
works from the Golden Age of Technical Analysis were carefully selected by the late Dr. Jerome
Baumring of the Investment Centre Bookstore in the 1980’s, as representing the most valuable and
important works in technical analysis ever written. They were included as the foundational source
texts for his program in advanced financial market analysis and forecasting, and serve as the ideal

foundation for any analyst seeking a thorough education in market theory and technical trading.

The Golden Age of technical analysis was a period from the early 1900’s through the 1960’s
where the foundational theories of modern financial analysis were initially developed. The ideas
and technologies developed during this fruitful period have formed the basis for most modern
technical market theory, which is considered to be mostly a repetition or reworking of these past
ideas and techniques developed by the Old Masters of the Golden Age. In these historical works can
be found the timeless trading wisdom which has laid the foundation for all modern investment
theory and literature. These techniques are as useful in today’s markets as they were in the past,
providing rare and valuable insights, tools and strategies that give the modern trader an edge over

traders and investors that are unaware of these time honored tools.

Each quality reprint of these classical texts has been reproduced as an exact facsimile of the
original text, maintaining the original layout, typeset, charts, and style of the author and time
period, helping to preserve and communicate a sense of the feeling of the original work that a
reproduction in modern format does not capture. Many of these rare works and courses were
originally printed in only very small private editions or as correspondence courses, so that the
originals were easily lost or destroyed over time. Our reproductions of these important source works
have been printed on acid free paper and bound in a quality hardcover format that will compliment

any trading library and help to preserve this important resource for generations to come.

The series is also currently being digitized and archived for permanent digital preservation
by the Institute of Cosmological Economics, creating a searchable reference library of market
wisdom accessible globally and available in new digital formats to keep the knowledge fresh and
accessible through new devices and technology as we advance further into the information
revolution. To see our full catalog of hardcover reprints, new publications, and digital editions

please visit our website at www.CosmoEconomics.com.
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NTRODUCTION

In writing this book, | wanted to pass on the fact that trading is a professon, just like any other
traditional professon and as such should be run with a strict set of business operation rules. Thisis
without a doubt the most neglected aspect of trading and is the reason 80-90% of traders fail when it
comes to successfully trading or speculating in the markets. Therefore, my first intent is to show that
thereisascience to running thistype of business, the same asin any other traditiond business. Second,
| attempt to logicaly show that there is dso a science to the task of selectively trading in the various
markets, the knowledge of which reducesthelevd of risk intrading to alevel comparablewith dl other
lines of business. There are very few books on these subjects even though they are the most criticd
factorsin prevailing in the markets. Without this knowledge, atrader is like a chicken running around
without his head. He may keep hisfeet moving for awhile, but his outlook iseasily predictable. What |
have to share is not a"system” by today's computerized definition of the word. | present the essentia
elements needed to succeed no matter what gpproach is used. Without these dements, failure will occur
eventualy. Yes, thereis a sysematic procedure that must be followed, but it is not a so-cdled trading
system. | present methods and techniquesthat | have persondly used to make money from the markets,
but like any strategy or gpproach, it would eventudly lead to failure without a strict set of business
management rules.
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TRADING ISA PROFESSION

Trading is a professon and nothing less. Mot professions such as medicd, legd, psychologicd,

pharmaceuticd, technical, mechanical, engineering, etc., require severd years of education, sudy and
effort. Not to mention the money required for learning the necessary kills. Then it takes many more
years of actua practice to develop the skills and gain the experience to become successful. It isironic
how many of these same professionals attempt to become successful traders without even the dightest
knowledge of the markets or more importantly, money management principles. This occurs because
there are no barriers to entry in this business. If you want to enter this professon, you just need afew
extradollarsto open an account and that isit. However, if you wanted to become adoctor or alawyer or
enter some other profession, you would haveto pay for an education, study hard, take tests, and obtain a
license, etc., before you can even have the opportunity to find ajob or start your own practice. This
same principle gpplies to going into business yoursdf. Even if you wanted to Smply open up a party
gtore or a pizza shop, you would have many barriersto entry. Thisis not true with the trading business,
which isanother reason so many peoplefall.



A WORD ABOUT MY WRITING STYLE

Y ou paid good money to hear what | have to say, SO make sure that you squeeze and absorb everything
out of every word. It isnot my styleto ramble on or narrate agtory. | tend to be concise and to the point.
If | wroteit, thereisavery good reason why it ison paper. | have so many booksin my library that can
al be summed up in just afew pageswithout leaving out any important detalls. If | want to read astory,
| will purchase anove, but if | want to learn something, the author had better start teaching the required
information without too much unnecessary fluff. Concisenessis my style of disseminating information,
30 please follow my advice and read everything carefully as you go through the book. Reading each
section severd timesis highly recommended. | am not one to write about a Sngle technique and then
provide one or two hundred pages of chartsillugtrating the technique just to fill pagesin abook. | have
found from teaching individuds, that it is much more effective if they learn the concept and find their
own examples. Thisimprovesther recognition skills and actualy tendsto speed up the learning curve,



CHARTS

Charts are utilized because they reflect the underlying psychology of dl the participantsinvolved and
provide a past record of important price levels. Although many traderstoday rely entirely on computer-
generated charts from various programs, | fed that subscribing to a printed chart service provesto be
worth much more than the annud cost involved. By having a subscription to a chart service, you will

find many more opportunities in markets that you may have completely overlooked due to a lack of

interest. The trading business is just like any other business; you do it to make money. Recelving a
regular st of charts on the various markets once or twice a month will provide you with many

different perspectives (daily, weekly, monthly) that may expose opportunities that are smply much too
good to ignore. In addition, you gain afed for how the various markets are playing off one another.

Hand charting is a dying art form due to computers and chart publications. Maintaining a set of hand
drawn charts on your favorite marketsis strongly recommended! It takes very little time each day (only
afew minutes) to update these charts. By doing so, you become much more mentaly connected to the
market and will have little difficulty in remembering important prices. Hand charting makes you much
sharper and more dert to upcoming opportunities. It also gives you a better fed for the market that can
develop into atype of intuition, which cannot be obtained by any other means. | have even gone asfar
as drawing intra-day charts by hand. | suggest that you resurrect this lost art if you are truly serious
about taking on the trading profession.

In summary, charts are used extensively because they are the best grephica representation of human
logic and emotions. They show usvisudly the cumulative effect of dl the participantsinvolved. Charts
aso expose potentid opportunities that might have otherwise escaped your attention. Hand charting
connects you to the market more so than smply reading achart. Thereisacertain leve of expertisethat
can only be acquired from the manua process of drawing a chart. Markets are like people; each hasits
own persondity, habits and nuances. Your hand drawn charts will become your encyclopedia of

knowledge of the market's action. Charts are much more than a Smple history of past prices. They
reflect and depict the ideas, actions, reactions, and emotions of the traders commercid interests and
speculators involved. If you want to write like someone in particular, just begin copying their work
verbaim a few times, and you will develop a fed for their writing style. If you want to paint like
someone in particular, smply trace their artwork severa times and you will develop smilar skills and
again obtain afed for their style. Drawing charts by hand accomplishes this same intuitive fedling for
the markets. Thisis not arequirement for success, but it is something that you should do as a sandard
operationa procedure. Just because there are more efficient methods to get the task done does not mean
they are superior! Try hand-drawing charts of the markets you are interested in for at least 2 monthsand
| think you will be more than convinced of their vaue.



How MucCH DO You NEED TO START CORRECTLY

Thisisadifficult question to answer because the amount varies based on the market you want to trade
and the amount of risk you are willing to accept on each trade. Some markets are more leveraged than
others and some markets tend to have more price movement than others. For most people, $10,000 isa
redly good number to start with. | have sarted with aslittle as $1,000 severd timestrading for friendsor
family members and have run profits up to $10,000 in a year, S0 it is possble to gart with less

Persondly, | fed that if you do not have a least $5,000 that you could just walk away from and not lose
too much deep over, then you should not begin your trading career in the futures market. | would suggest
that you begin trading options or stocksif thisisyour Stuation. Thegod of trading is much different than
investing even though both gpproaches are just trying to make profits on the price change of some
underlying asset. In my opinion, the god of trading is to turn relatively smal amounts of money into
large amounts. Y ou should NEVER trade with any amount of money that has become meaningful. Once
this occurs, you should dways sart over with smal amounts. By operating in this manner, you will

never go out ofbusiness and you will have little difficulty deeping at night. Thisis alesson | learned
morethan onceand | learned it the hard way over 10 years ago.
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COMMODITY BASICS

Before you can begin trading in commodities or futures contracts, you must have a full understanding
of the leverage involved. For example, the margin required to control one contract of whest is currently
around $1,200. The current quote for July wheat is 395/, (Three dollars and 95/2 -cents). The
contract Sizeis 5,000 bushds and trades in cents/bushd. This meansthat this contract is currently worth
($3.95-%/, x 5000) $19,775.00. Y ou are controlling an asset worth amost $20,000 for a deposit of only
$1,200. This gives you a leverage ratio of 16.5 times your margin requirement. Commodities are less
voldtile than stocks. It is the leverage that gives the illusion of volatility. For example, if the price of
wheat moved a dollar, thiswould be consdered a huge price move for this market. However, if a stock
moves a dallar, it is not a big ded. Understanding the leverage factor involved is something most
commodity traders overlook. They tend to focus on the potentia reward side of the leverage but neglect
to factor in the down sde. If you are going to start from the correct beginnings, then you must
understand how leverage works. If you purchase a $200,000 home with a 10% down payment and
mortgage the rest, you are using leverage. If the home goes up in value to $255,256.00 in the next 5
years, thiswould give you aprofit of $55,256 dollars on your $20,000 investment assuming that you do
not have to make any interest payments. Margin on commodities does not charge interest, which isthe
reason | am making this comparison. Now, if on the other hand, something was environmentally wrong
with your home or location and dl of a sudden the price dropped to $125,000.00 you would have a$75,
000.00 loss because you ill owe the mortgage baance of $180,000. This is exactly the type of
leverage that exists in commodities. They are not as voldile as people clam; they are just highly
leveraged. As another quick example, the popular S& P E-Mini contract typically requires a margin of
$5,000. The contract is trading around 1150. At $50 x the index, this gives it avaue of $57,500, more
than 11 times the margin. Commodity trading is like using OPM (other people's money). You are sort
of borrowing the difference between the actud vaue and the margin, just like the mortgage example. If
you are correct, you benefit subgtantidly. If you are wrong, you sill owe the difference and can lose
substantially as well. The Index on the following page should be very hdpful in gaining an
understanding of the leverage involved. For most commodities, you can smply divide the contract size
by 100 to determine how much a full cent or full dollar move is leveraged. For example, the grains (
corn, whegt, oats and soybeans) are dl 5,000-bushd contracts and trade in cents/bushd. Divide 5,000
by 100 and you get $50. This means that each 1-cent change in price is worth +/- $50. Bean oil would
be $600; copper would be $250, British pound $625, etc. Make sure that you fully understand how
price changes work in each market before you ever attempt trading in them. A commodities broker can
be very helpful in this regard. In the mgority of cases, you do not need their advice, but if you do not
know the basics, they can be agood source of freeinformation.

13



14



RISK DISCLOSURE

Sincewelivein asociety that hasto warn peoplethat firelogs are flammable and coffeeis served hat, |
must provide you with a risk disclosure statement. The purpose of this materid is to educate and
provide you with knowledge that | have discovered to be vauable in the financid markets. Thereisno
guarantee that these market structures will continue to work in the future, i.e., "past performanceis not
indicative of future results™ Y ou should understand that there is consderable risk of loss in the stock
markets, futures markets, and option markets. Hypothetica or smulated performance results have
certain inherent limitations. Unlike an actud performance record, smulated results do not represent
actud trading. Since the trades may not have been executed, the results may have under or
overcompensated for the impact, if any, of certain market factors, such asalack of liquidity. Simulated
trading programs in generd are dso subject to the fact that they are designed with the benefit of
hindsight. No representation is being made that any account will or islikely to achieve profits of losses
amilar to those shown. Neither |, nor anyone ese involved in the production of this materid, will be
ligble for any loss, damage or liability directly or indirectly caused by the usage of this materid. The
dataused inthismaterid isbelieved to be from reliable sources but cannot be guaranteed. The examples
and projections contained in this work are not to be taken as "investment advice." Ultimately, you are
respongble for al of your investment decisons. If you are unwilling to accept this responsbility, then
you should not invest inthefinancid marketsat al.

15



THE MOST NEGLECTED TRADING DISCIPLINE

Money management is the single most neglected and overlooked key in the trading business. In my
experience, money management is by far the most essentid dement to actudly making significant
money from the markets! Everyone spends such an enormous amount of effort, trying to find ways to
optimize entry into the markets, or develop systems, indicators and drategies, but very few ever spend
time learning how to control their risk and actudly manage it to their favor. Everyone wants to know
how to find the exact top or the exact bottom of a price move and get in a the most opportune moment.
Thisinfectious bug has bitten me mysdlf, but | have corrected the issue by making money management
higher in priority than the actud sdection process in my trading. Y ou would be wise to do the same!
Money management is absolutely crucid in ordinary everyday life, so why would you think trading or
any other business or profession would operate under different criteria?

Professona gamblerslike Bobby Singer, one of the most successful blackjack playersin history, will
tell you that money management is the single most important key to taking money away from the
casnos. Singer made his fortune gambling at blackjack, which is a game where the odds are stacked
sgnificantly againgt the player. Stock, commodity and option traders are very lucky because they can
actudly stack the odds well into their favor. If strict money management allows someone to make a
fortune in a game where the odds are againgt you, imagine what it can do for you in the stocks,
commodities or options markets where you can stack the odds well into your favor! Can you think of a
single businessthat does not have some form of cash management? At this point, we must now add the
element of the marketsinto our business equation. To gpply proper money management skillsto each
and every potentid trade entry, we must understand dl of the following criteria

@  Wemust fully understand the advantage we are exploiting in the market and
redlize that no matter how good it is, it isnot completely infallible. This means
accepting the fact that the markets are dways right regardless of your opinion.

(b)  Knowing ahead of time how much we are willing to risk on any single
trade and using stop loss orders or options to specifically control that financial
risk.

(©0  Knowing ahead of time the approximate target objective or profit potentia in
each trade, so that we may determineif the risk truly warrants the potential reward.
If the potentia dollar reward isnot at least triple the amount of risk, then thetradeis
unacceptable regardless of how perfect it may look.

(d) Being fully aware that the business ofprofitable trading is purely a
numbers game based on exploiting the factors of (a), (b) and (c) above.

(e)  Using al the market clues and available chart information to expose
advantages and strictly limit our risks on every opportunity.

()  Staying 100% consistent to our trading and andysis gpproach,

removing al emotions and as much subjectivity aspossble.



(9 Taking action consistently and immediately on all market
signals (entry, exit, profit targets, stop losses, etc.)

(h) Accepting losing trades for what they are without regret because you
did not risk an emotionally significant amount and you followed your rules
mechanically without bias or any emotional subjectivity.

WHY 3TO 1?

In basebdl, if you can reach a batting average of 300, which means that you successfully makeiit to at
least first base after hitting the bal into fair play 3 times out of 10, you are consdered avery good hitter.
A batting average of 400 is conddered absolutdly phenomena and is nearly an unachievable god. The
last player to accomplish thiswas Ted Williams, of the Boston Red Sox, who hit an astounding .406 in
the year 1941. This same andogy applies to trading successfully. Y ou only have to be a 300 hitter to
make money consgtently if you dways apply good money management to every attempt at bat. Sure,
you are going to teke losses; it is part of the game, just like striking out is part of basebdl. However, to
be aredly good trader you are not required to beright al thetime. | have proven thisto my satisfaction
time and time again. | personally know traders that are only correct two or three times out of 10 and
consgtently make money each and every year. How is this possble, you ask? By taking advantage of
good risk to reward opportunities and applying strict money management to every atempt. If you make
$3for every correct trade and only lose $1 for every time you are wrong, your trading professon will be
profitable even if you are only 30% accurate in your trading decisions. Y ou would lose $7 on the wrong
trades and gain $9 on the correct trades. The true secret of successful gpeculation can be found in money
management rules. My book, The Keys to Successiul Speculation goes into this subject with much
more detail and illustrates methods that provide tremendous risk to reward opportunities. Good money
management can even alow you to make money on random entries. It istruly ironic how many people
find money management boring and making money exciting. | agreeit is not the most pleasant topic to
read about, but the results spesk for themsdves. Want to put some red excitement into your trading
career? Spend your time mastering money management and your trading results will be catapulted to
another levd.

18



W.D. GANN'SMOST IMPORTANT
MONEY MANAGEMENT RULES

* Divide your capital into 10 equal parts and never risk more than 1/10th of your capital on any
one trade. This appliesto all remaining capital aswell.

* Always use stop loss orders to protect your trade and place it immediately after entering a position.

* Never overtrade by taking large positions. This would violate your capital rule. Remember "
safety first."

* Never let aprofit run into aloss. When the market moves in your favor and you have a profit that
is double the amount of risk you were willing to take, move your stop loss order so that you will
have no loss of capitd if hit.

* When in doubt, stay out or get out.

* Tradein active, liquid markets.

* Don't close your trades without a good reason. Follow up the position with stop loss ordersto

protect your accumulating profits according to the rules.

* Accumulate asurplus of capita. Thisruleis very important. After you have made a series of successful
trades, put some money into asurplus account to be used only in emergency or in times of panic.

* Never average alosing position. Thisis one of the worst mistakes atrader can make.

* Never get out of the market just because you have lost patience or get into a market because you
are anxious from waiting.

* Avoid taking small profits and large losses.
* Never cancel astop loss order after you have placed it when entering atrade.

* Avoid trading too frequently, getting in and out too often.
* Bejust aswilling to sell short as you are to buy long.

* Never change your position without a good reason based on set rules.

* Avoid increasing your trading activity after along period of success or a series of profitable trades.

19



Remember to accumulate a surplus and do not be tempted to increase your trading unit too
guickly. Success can go to your head and has ruined many otherwise good traders.

| have a huge library of trading or market related material. Very few authors discuss the importance
of money management. They may mention it, but provide nothing user friendly in terms of

application. | have placed this topic ahead of the actual trading selection and/or general market

information due to its importance and priority to being a successful trader. Every trader should read,
The Richest Man in Babylon, which is available as a FREE download at http://www.the-richest-
man-in-babylon.com/

20



UNDERSTANDING THE BASICS

The basc premise behind traditiond technica anadyss and chart reading is that al the relevant
information concerning the present and future concerns or beliefs about the specific market is reflected
in the price chart. Therefore, dl information, no matter how eusive or secretive, must first surfacein the
actua pattern of buying and selling or lack of, which moves the price of the market, providing cluesto
the future direction of the price movement. Traditional technicd andysis aso subscribesto the theory of
a price manipulation paradox. The belief is that the markets are often taken higher in order to create a
buying maniato provide a safe sdlling opportunity for the more powerful market forces known as "the
manipulators” The market is often driven downward in order to simulate a sdling panic that will
provide a safe buying opportunity for the more powerful market forces. It is bdieved tha the "
manipulators’ use and rely upon the emotiona response of fear and greed to motivate the wesk-minded
masses to buy or sall, thus cregting opportunities for them since they are dways on the other Sde of the
coin.

| persondly do not subscribe to this theory. | believe that the mgority of traders do not have money
management skills and thus they always react incorrectly when the emotiona burden of a financia
loss becomes too great to withstand. Fear and greed are till responsible for the entry or exit of the
position, but stupidity or lack of knowledge is the underlying cause and not some powerful outside
group of manipulators.

Markets are aso seen as running in acycle of four phases, especially stocks.

(1) ACCUMULATION - Thisistypically aquite low-level period, smilar toflat lining on
a heart monitor. Stock is dowly being accumulated "under the radar" from weak

shareholders by those in the know. Volume is quite low and it is more of a "wearing out"
process causing shareholders to lose patience, weakening their resolve to hold on to the
stock another day. Markup

(2) MARKUP- Once the weak shareholders have been cast aside the stock is now in strong
hands (people that will not sell for quite sometime) and the stock beginstorise,

(3) DISTRIBUTION - Stock prices have neared or reached their peak price level, volumeis
high and the public isinsanely excited into buying at a pace that far exceeds the rate at which
they sdl. This is when the stock is trandferred from strong to week hands. Didtribution is
comparable to cardiac arrest on the heart monitor. It's usualy somewhat range bound, but the
fluctuations are large and fast.

(4) MARKDOWN - The stock has been completely distributed to the weak hands of
the public majority and the price begins to inevitably fall as additional buying dries up
and the decline in price stimul ates fear.

21



The chart on the next page graphically illustrates this basic four-phase cycle. The book How to
Make the Stock Market Make Money for You by Ted Warren is an excellent reference source for
adeeper understanding of thistune of analysis.

There are several other chart patternsthat are recognized for having predictive qualities. Thisbook is not
intended to provide information that is easily available from other sources, but it is necessary that you at
least have an understanding of the basics and some of the underlying psychology that isinvolved in the
interpretation of the chart pattern.

THE HEAD & SHOULDERSTOP AND BOTTOM FORMATION is probably one of the most
highly recognized chart patternsin traditional technical andlysis. The depressing influence of along term
head & shoulders bottom pattern on amonthly chart has agood track record in preceding asignificant rise
inastock or commodity market. Again, this must not be a short-term pattern. Most teke at least afull year
or moreto form. Typicaly, there has dready been a sgnificant downtrend that precedes the pattern. Then
the market quiets and beginsto consolidate like an accumulation pattern. Then the public is frightened out
of their position during the first shoulder and head of the pattern, known asa"shakeout." During the
second shoulder, they sdll out their positionsin fear that the price will drop again. They have lost hopein
the market's ahility to rise, which isexactly the reason it does. The rule with both head & shoulder patterns
isthat the longer it takesto form, the morerdiableit is. The head & shoulderstop formation suckersthe
public in with arapid explosive type advance. Thisisafrequent distribution pattern in alarge variety of
markets. Once the necklineis broken, the market will typically move the same amount of points that
measures the distance the head isfrom the neckline.

22



For example, if we have a"head & shoulderstop” and the head is 35 points from the neckline,
the market would be expected to decline 35 points once the neckline was broken. The inverseis
true for the "head & shoulders bottom." The chart below illustrates an ideal pattern for both.

There are of course other traditional technical analysis patterns that show up in price charts with

much greater frequency, especially double tops and double bottoms as well as triple tops and
triple bottoms. The chart below illustrates these fundamental market patterns.

23



The above patterns repeat frequently in all markets and provide very good risk to reward ratio.
Recognizing these ssimple chart patterns can give you a simple but effective advantage over the
markets.

24



UNDERSTANDING TRENDS AND TREND LINE BREAKS

One of the primary reasonsfor studying achart of the market isto determine the trend or direction of the
price movement. Astraders, it is often beneficid to follow the path of least resstance. At least until we
have a solid topping or bottoming formation such as the ones dready illustrated on the prior pages. Up
trends are a series of higher lows and higher highs. Up trends can dso be defined as a series of

advancing swings with higher tops and higher bottoms. Down trends on the other hand are a series of
lower highs and lower lows. Down trends can a so be defined as a series of declining swings with lower
highs and lower lows. The charts below provide examples of both definitions.
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As you can see from these illustrations, the "bullish” pattern or rising trend has the basic
requirement of risng swing lows. In its most basic form, each individuad bar would have a higher
bottom on each successve bar and over several days or weeks, each corrective swing would aso end
up at a higher swing low than the previous swing low. The term "swing" will be made much clearer as
we progress through these basics. For now, just understand that we are smply talking about a price
move up to a high point, and then back to alow point, then back up again to anew higher point.

Trend Lines are aconnection of a least two swing highs or two swing lows that gpproximates the dope
of the market's rate of advance or decline. By definition, only one line can be drawn between any two
mathematica points. The two points are not the line, but they represent a ssgment of the lineand dso
the portion of the line that exists between the two given points. In the markets, agood trend line should
connect at least three successvely higher swing lows for an uptrend and three successvely lower swing
topsfor adowntrend. The next chart illustrates this requirement for avalid trend line.

26



MARKET SWINGS

Swings are somewhat more difficult to define because there are many methods to measure them and
or filter them. Bascally a swing is a directional movement that connects a low point in price to a
higher point in price back to alower point in price and so on. Each trangition from the low to the high
point, no matter how small or large the scalg, is referred to as a swing. In mathematics, we would
define this as a vector. Vectors are line segments that have a specific direction as well as defined
starting and ending points. To make this clearer, we will look at the following examples.

Looking at the above chart, we could smplify nearly 10 years of this market's movement utilizing three
digtinct market swings or vectors. The chart on the following page shows us exactly how this would
look.
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Here, 3-vectors (up, down, up) are used resulting in a much less complicated presentation of the data
representing the exact same stock market curve. Obvioudy, we can increase or decrease the leve of
resolution by changing our definition of the minimum swing size. This could be in terms of a
percentage changein price, or it could be some fixed minimum sizein terms of points. The next chart

provides an example of this concept.

In the lagt chart, we have added severa more swings to increase the resolution, but it sill smplifiesthe
data Sgnificantly. Now, we can see the marketsin another light. Defining swings in amarket has many
useful functions, which will be described in more detail aswe progressfurther into the materid. Needless
to say, | find thisto be one of the most practica gpproachesto viewing any market on any timeframe. In
the markets, swings represent the termind points or prices where asgnificant
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number of decisions were made that changed the direction of the price movement. In physics and
nonlinear mathematics, this phenomenon is known as "Ingantaneous Balanced Sability.” This
condition occurs when dl potentid energy reaches a minimum or a maximum. In the markets, these'
decison points' or price areas define boundaries of support and resistance levels where future key
decisons arelikdy to occur again. Swing charts also make it much easier to identify or a least bring to
your atention the classica chart patters we reviewed earlier. If you quickly review the chart patternson
pages 23 through 25 and then look at the swing chart again you will see what | mean. We can add or
remove as many swings as we persondly like relative to our trading style or gpproach. As mentioned
earlier, swings can be based on a minimum amount of price change or it could be based on a
percentage. Thiswill be discussed again later onin the materid.

SUPPORT AND RESISTANCE

Support isbasicdly aprice areawhere adeclining market is expected to stop. Many people use the
analogy of afloor. If you drop abdl, it will stop faling when it hits the floor and will bounce back
up. Support can be a horizontal price level based on previous market bottoms or it can be diagona
based on the projection of atrend line connecting a series of higher lows.

Resistance is a price area where a rising market is expected to stop. The andlogy of a ceiling is
often used for describing resistance. If our bouncing ball rises high enough to hit the ceiling, it will
stop and begin to fal back towards the floor. Resistance can also be horizontal based on prior market
topsor it can be diagonal based on atrend line connecting the series of lower tops. The chart on page
25 illugtrates diagona support and resistance.

It is important to note that the price action of various markets will often consolidate into
narrow trading ranges around support or resistance levels.
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Looking a the smple illustration on the previous page, we can see the diagond support on the rising
trend line as well asthe horizontd resistance at the highs. We would dso anticipate that if the trend line
were broken to the downside, each low area that acted as support previoudy during the advance, will
likely act like support again as the market declines. Much can be learned about the behavior of markets
from smply carrying these horizontd price levels acrass on your charts.

SHORT TERM CONSOLIDATION PATTERNS

When a market getsinto atight trading range for aminimum of 4 to 5 days, it provides a good risk to
reward opportunity for the astute trader. The risk involved with this type of trade setup is limited to the
height of this narrow range. The mgority of the time, once a market bresks out of the narrow range, it
will continue in the direction of the breakout until it reaches the next support or resstance point on the
chart. If you have been diligent in carrying acrass your horizontal support and res stance prices, you will
know exactly where the market is anticipated to stop. Knowing this information will alow you to
determine thelikdy profit target so that you may objectively compare the potentid reward to the amount
of risk involved. The chart below provides an example of what these setupstend to look like.
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TRENDS AGAIN

Bar Grouping Technique

Now that you have a better understanding of the definition of atrend, it isimportant to view them with
more than one perspective. Short-term trends may be seen on an hourly or daily chart. Intermediate
trends may manifest more clearly on a weekly chart, while long-term trends show up nicely on the
monthly charts. Having more than a single perspective of trends, as well as support & resistance,

provides extremey va uable information for making trading decisons. For example, if you aretrading
based on the daily chart, the trend lines on the weekly and monthly charts can be very useful in

planning your entries. For example, if the weekly trend is UP and the market is experiencing a short-
term decline on the daily chart, selling short is probably not the best strategy. Y ou would be much

better off to look for potential support areasto enter long positionsin the direction of the bigger trends.

On my hand drawn charts, | will often use atechnique cdled "bar grouping,” where | draw the larger
trading bar around the smaller. Thisway | can easily see the smaller trendsthat are riding on the larger
trends. The technique is smple and only requires you to define how many bars are in each group. For
example, you could make a 3-day group if you wanted to see adaily chart ingde a 3-day chart. You
could make a 5-day group to see the daily insde the weekly or a 20-day group to see adally indde a
monthly, etc. The following example should illustrate the method clearly. For this example, | used

TradeStation's rectangle drawing tool to manually group each set of 5-barstogether, alowing usto see
the weekly chart and the daily chart together. The boxes are drawn based on the high and low for the
week creating another bar chart.
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Bar grouping is a simple but very useful technique that provides a multi-perspective view to your
charting analysis. For example, would you have spotted the 4 to 5 bar consolidation pattern without
thisview?
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The primary ussfulness of trend information is to prepare and develop entry and exit Srategies for
trading. If we are generdly "bullish,” we wait for buying opportunities such as double or triple bottoms
or aprice retracement that finds support on our daily, weekly or monthly trend lines. If we are "bearish”
and anticipate lower prices, we sal short a each double top or triple top as well as price retracements
that find resstlance on our daily, weekly or monthly trend lines. Bar grouping adlows usto see morethan
one perspective of trend a atime. Thistype of chart dso provides a much better fed for the market's
current leve of price volatility. Asafina example, | have drawn boxes around each weekly group of 4
S0 that we can see the daily ingde the weekly and the weekly insde the monthly bars. This type of
charting gives you amuch different fed for the markets and their underlying trends.

It isaso very interesting to note how often bars of smilar Sze and/or harmonic proportion develop in
the markets. Typicdly, as the markets lose directiond momentum, the Sze of the bars begin to

compress and decay.
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Therefore, there are two types of market trends that you can follow much more easily with this type of
charting. (1) The directiona trend of the price movement and (2) Volatility trends, which are based on
the vertica sze of the barsthat result from grouping.

The next chart illustrates how to properly draw trend lines based on bar groups.

If youwould just visudize each bar group asasmple rectangle, the following description dong with the
above illudration should make the procedure perfectly clear. For DOWN TRENDS, gart at the upper
right corner of the rectangle and connect the trend to other upper right hand corners of the future bar
groups. Also, project the lower channd ofthe trend by starting in the lower Ieft hand corner of the
rectangle and connecting the trend to other lower left corners of the future bar groups. For UP TRENDS
, Sart a the lower right hand corner of the rectangle and connect the trend to other lower right hand
corners of the future bar groups. In addition, project the upper channd by starting at the upper left hand
corner of the rectangle and connecting the trend to other upper left corners of the future bar groups. The
trends can only be projected from bar groups of the same time scale. For example, only connect weekly
groups to other weekly groups or monthly groups to other monthly. Do not mix up the scales when
drawing grouped trend lines. Often times, you can pin point near exact tops and bottoms where the
particular market will meet with very strong support or resstance through the use of these trend lines.
Y ou smply determine how "tdl" the next bar would have to be in order to hit the
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upper and lower trend line and that will give you a specific price that will act as support or resistance
for the next bar group. If you based your trend lines on weekly groups, then the numbers will be
weekly support and resistance. If you base your trend lines on monthly groups, then the priceswill be
monthly support and resistance figures. The next chart illustrates the approach.
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SWING TRADING

A QUICK WORD ABOUT W.D. GANN

W.D. Gann is reputed to have made over $50,000,000.00 over his 52-year career of trading in the
stock and commaodity markets. It has been reported that Gann started trading with $300 and made
over $25,000 in profits hisvery first year of active trading. He then took $973 and made over $30,000
in the cotton market in 60-daystime. Over aperiod of years, on each $1,000 he started with, he made
profits of $26,500. A close friend of Gann said, "He has made a great deal of money in the markets. |

once saw him take $130, and in less than a month, run it up to over $12,000. He has taken half a
million dollars out of the marketsin the past few years. He can compound money faster than any man
| have ever met " It isimportant to understand that Gann was aswing trader and that he considered the
swing trading approach to be the most profitable method of trading the markets. On page 132 of the
New Sock Trend Detector, Gann writes, "There is always more money to be made trading for

fluctuations than holding for the long pull. A study of the swings in active stocks will convince a man
that if he can get 25 to 50% out of each swing of 8 points or more, he can make far greater profits
than in any other way of trading." Of course, in typical Gann fashion, he adso made a contradictory
gsatement in many of his other writings that basically said that trading for the long pull and

pyramiding the profits is the most profitable method of trading. However, a thorough review of his
trading advice and "mechanica methods" will show that along pull isjust alarger swing trade when
you understand the basics of his trading approach. Thisis why Gann consstently said to maintain a
daily, weekly, monthly, and yearly chart of the market you weretrading in. The "long pull” trades are
generated using the same basic trading logic on a much longer time frame chart. That sad; let's
review Gann's exact words regarding trading and his swing trading method.

GANN'SMECHANICAL METHOD AND TREND INDICATOR

| am going to retype much of this method verbatim to maintain the trading principlesinvolved, but you
should understand that Gann had a couple of versgons of this swing trading gpproach for various
markets. Gann had a verson for stocks, a verson for grains, a verson for cotton and coffee, etc.
Therefore, | am focusng most of the attention on what they dl have in common and what the main
trading principlesinvolved in the sysem are.

CAPITAL REQUIRED

Thefirg and most important thing to know when you start to trade is the amount of capitd required that
will enableyou to continuetotrade 1, 2, 3, 5 or 20 years and never lose your capitd. If you dways have
capita to sart trading again, you can recoup losses and make money, but if you risk dl of your capita

on one or two trades and loseit, then the chances are againg you. " Sefety fird" isthe
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ruleto apply. Thereisone safe, sure rule, and the man who will follow it and never deviate from it will
aways keep his money and come out ahead at the end of every year. Thisruleis, divide your capita
into 10 equal parts and never risk more than this on any one trade. If you take aloss, then divide your
remaining capital by 10 again and never risk more than this amount. As long as you have capita to
operate with, you can dways fmd new opportunities to make profits. Under this gtrict rule, you would
have to lose more than 10 consecutive times before your capita would be wiped out. In my experience
this has never happened and never will happen if you trade according to the rules and buy and sdll on
the trend line bottoms and tops, double or triple bottoms and tops and the 50% reaction or haf way
points.

KIND OF CHARTSYOU SHOULD KEEP

Y ou should adways keep up and maintain a daily open, high, low, close chart with your trend line
indicator plotted on it. Y ou should aso keegp a 3-day chart, aweekly chart, and a monthly chart in the
same way. The monthly chart should go back 15 to 20 years so you will know where the important
tops and bottoms are and where old resstance levels have been made before. This is often very
helpful.

CHARTING THE TREND LINE INDICATOR

Keep up dl of your charts and mark the trend line indicator each day. The daily trend indicator or trend
lineis obtained by following the daily price moves or bars. Aslong asthe market is advancing, making
higher bottoms and higher tops, the indicator or trend line is moved up each day to the highest price
reached and continues to move up as long as the market makes both higher tops and higher bottoms.
The firg day the market makes both a lower bottom and a lower top, the trend line is moved down to
the lowest price and continues to move down until the market can make both a higher top and a higher
bottom. Thistrend lineindicator Smply followsthe swings of amarket.

| know this may sound a little confusing to some, so | will try to explain it asa simple
math formula.

(1) If today's high isgreater than yesterdays high and today's low is greater than
yesterday's low, move the trend line up to the highest high.

(2) If today's low is less than yesterday's low and today's high is less than yesterday's
high, move the trend line down to the lowest low.

| programmed this simple logic into TradeStation as a paintbar study that would color
the bars green when the trend line should be moving up and red when the trend line should
be moving down. You should plot a trend line indicator on the weekly, monthly and yearly
charts as well, if you choose to follow Gann's method.
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Next, | will manually draw in the trend line indicator, so you can see a clear example of what
Gann was describing.

Now, it should be pretty clear that thisindicator smply follows the swingsin a market.
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HOW TO USE STOP L OSSORDERS

With this method you must dways use astop loss order 1, 2, or 3 points below the bottom or above the
tops made by the trend line indicator. Remember that stops are placed just above the last swing top or
just below the last swing bottom made on the trend line indicator and NOT placed above or below the
high and low for the day. The amount of risk, if you wereto get sopped out, must never be greater than

10% of your remaining trading capitd.
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RULE #1

(1) The smplest and easiest rule to use is to buy long on a weekly or monthly chart's trend line
double bottom or triple bottom and place your stop loss order just afew points under the last trend

line bottom. Then on the daily chart continue to follow the market up with a stop loss order 1 to 3-
points under the last daily trend line bottom and never use any other indication to sdll out your

position until your stop is caught and the prior trend line bottom is violated.

(2) The second easiest rule is to sl short when the weekly or monthly trend line indicator forms a
doubleor tripletop and place your stop loss order afew points above the prior trend linetop. Then onthe
dally chart continue to follow the market down with a stop loss order 1 to 3-points above the last daily
trend line top and never use any other indication to close out your short sde position until your stop is
caught and the prior trend line top is violated.

RULE #2 DOUBLE OR TRIPLE TOPS & BOTTOMS

On the dally trend line indicator, buy against double or triple bottoms and protect with a stop loss
order 1, 2, or 3 points away according to recent price activity. When a market makes the same price
level afew days apart, it makes what we cdl a double bottom on the trend line indicator. A triple
bottom is when a market makes a bottom around the same level of pricesthethird time. The second or
third bottom can be dightly higher or dightly lower than the previous bottom, but aways remember
thisrule

When you buy at the time amarket reaches the third bottom, you should never risk more than 1-point,
for when the third bottom is broken, especidly if this bottom is around the same price leve, and your
stop is caught, it generally indicates that the main trend has changed and you should prepare to go
ghort.

Thisnext ruleisjust the reverse of rule#2. Sdl short against double or triple topswith astop loss
order 1, 2, or 3 points abovethe prior daily trend line top. On the third top, never risk more than 1-
point, for when thethird top is broken, it generdly indicates higher prices and achangein trend.

The safest buying and selling points on the daily trend line indicator are when a market makes
atriple top or triple bottom near the same price level and protecting the position with a stop
loss order of 1 point above or below the prior swing.

RULE #3 FOURTH TIME AT THE SAME LEVEL

It is very important to watch a market when it reaches the same price leve the fourth time as it nearly
adways goesthrough it on the 4th attempt. Therefore, it is sefeto enter or reverse positionswhen



amarket goesthrough atripletop or triple bottom. Then continue to follow the market up or down on
the daily chart with the daily trend line indicator moving your stops according to Rule #1.

RULE #4 THE AVERAGE OR HALFWAY POINT

Always remember that the 50% reaction or hadfway point of the range of fluctuation or of the extreme
highest price of a market or of any particular movement is the most important point for support on the
down side or for meeting resistance on the way backup. Thisis the baancing point because it divides the
range of fluctuation into two equa parts or divides the highest sdling price into two equa parts. For
example, assume the market has alow at $40 and ahigh a $132. The two most important pricesin order
of strength would be $66, or 50% of the highest sdlling price, and $86, which isthe hafway point between
$40 and $132.

When amarket advances or declines to the hdfway point, you should dways sal or buy with astop loss
order 1, 2, or 3 pointsaway. The wider the price range and the longer the time period, the more important
this hdfway point iswhen it is reached. For example, if the market mentioned above declined from $132
to $86, we would buy long with astop loss afew points away and then follow the market with the trend
lineindicator. If the market declined to $80 and then attempted to advance, we would look to sell short at
$86 with astop loss afew points above. We would react the same way a $66, buying long the first time
this price was reached in the decline from the high of $132. If the market goes lower and attempts to
advance back up to thislevd, we would sdll short againgt it and follow the market with our stops using
thetrend lineindicator aswedid in Rule #1.
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The greatest indication of strength is when a market holds one or more points above the
halfway point, which shows that buying and support orders were placed above this important
price level.

A sign of weaknessis when a market advances and fails to reach or penetrate the halfway point
by 1, 2, or 3 points and then declines and breaks the trend line indicator or other price
resistance levels.

Always remember to calculate the 50% reaction price of the highest price and the 50% reaction of the
low to high price for any stock, commodity, or market. Thisisthe baancing point becauseit dividesthe
price and it divides the range into two equd parts. The wider the rangeis between high and low and the
longer the amount of time that has e gpsed, the more important these points are when reached.

You can make a fortune by following this one rule done. A careful study and review of past
movementsin any stock, commodity, or average will prove to you beyond doubt that this rule works
and that you can make profitsfollowing it. Thisisarule that can make you rich.

LOST MOTION

As there is lost motion in every kind of machinery, so there is lost mation in the markets due to
momentum, which drives a market dightly above or below support or resistance levels. The average
lost motionis1to 3 points.

When amarket is very active and advances or declinesfast on heavy sdes, it will often gofrom 1to 3
points above or below a hafway point or other strong resistance levels but will not go over 3 full points

beyond it.

This is the same rule that gpplies to a gravity center in anything. If we could bore a hole through the
earth and then drop a bal, momentum would carry it beyond the gravity center, but when it dowed
down, it would findly settle on the exact center. This is the way markets act around these important
price centers.
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This mechanical method, based on fixed rules, will overcome the human eement, iminating hope and
fear aswell as guesswork. Learn to stick to the rules and trade in active markets. Remember, practice
makes perfect. The more work and study you do the greater success you will have. Apply dl of the
rules, keep your charts up to date at al times, and do no guesswork, and your successissure. In order to
make asuccessin trading the markets, the trader must have definite rules and follow them.

The rules given below are based upon my personal experience and anyone who follows them
will make a success.

* Divide your capitd into 10 equal parts and never risk more than 1/10th of your capital on any one
trade.

* Always use stop loss orders to protect your trade and place it immediately after entering a
position.

* Never overtrade by taking large positions. Thiswould violate your capital rule. Remember
"safety fird."

* Never let aprofit runinto aloss. When the market movesin your favor and you have a profit thet
is double the amount of risk you were willing to take, move your stop loss order so that you will
have no loss of capitd ifhit.

* When in doubt, stay out or get out.

* Tradein active, liquid markets.

* Don't close your trades without a good reason. Follow up the position with stop loss orders to
protect your accumulating profits according to the rules.

* Accumulate a surplus of capital. Thisrule isvery important. After you have made a series of
successful trades, put some money into a surplus account to be used only in an emergency or in
times of panic. | personally suggest that you withdraw 50% of your profits each time you
close a successful trade, DTF

* Never average alosing position. Thisisone of the worst mistakes atrader can make.

* Never get out of the market just because you have lost patience or get into a market because you
are anxious from waiting.

* Avoid taking small profitsand large losses.

* Never cancel astop loss order after you have placed it when entering atrade.

* Avoid trading too frequently, getting in and out too often.

* Bejust aswilling to sdll short asyou areto buy.

* Never change your position without a good reason based on set rules.

* Avoid increasing your trading activity after along period of success or a series of profitable
trades. Remember to accumulate a surplus and don't be tempted to increase your trading unit too
quickly. Success can go to your head and has ruined many otherwise good traders.
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When you decide to make any trade, be sure that you are not violating any of these
rules, which are vital and important to your success. If you close a tradewith aloss, go
over theserulesand seeif it was from violating any one of them. If so, then do not make
the same mistake the second time. Experience and investigation will convince you of
the value of these rules, and observation and study will lead you to a correct and
practical theory for success. —W.D. Gann.

As mentioned before, Gann produced many versions of this "mechanica method.” What | presented
above is bascdly the common denominators that remained congstent in dl of the various versons.
Gann had some additiond trading rulesthat | removed entirely because they were inconsstent with his
money management rules. One of therules| removed was astop and reverse order. Thisrule frequently
gppeared in histrailing sop approach in Rule#1 and dso in hisRule#2 for tripletops & bottoms. What
Gann sad to do in #1 origindly was if your traling sop was hit, you would immediatdy reverse
direction and go with it. For example, if you were long 1 unit and placed your stop just below the prior
swing low, you would have this stop order prepared as"sdl 2-units' so that if it were hit, you would be
net short 1 trading unit in the market. This particular rule or gpproach would have you in the market
100% of the time after your first entry. | have tested this rule and proven to mysdlf that it Smply does
not work in today's markets. Gann aso advised to use a stop and reverse order above and below triple
tops and bottoms. This stop and reverse rule is not quite as bad as the firdt, but overdl | ill advise
agang using it. It is much safer and eader to trade these swing formations as they are and just take the
gain or loss, win or lose. The markets will dways provide another opportunity down the road. Gann
aso had rulesfor adding contracts as profits accumulated in the open position and building apyramid. |
a0 advise againg this practice for the average trader, which is the reason it was removed from the "
method." This practice just continuesto raise your cost basis in the trade, making your overal position
closer and closer to current "at the market” prices. | persondly prefer to have some bresthing roomin a
tradeto keep aleve head.
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EXPLAINING GANN'S 50% RULE

When you reach the hafway point between any price swing or 50% of the extreme high, you arein a
location that is exactly balanced between the two magnetic price polarities. A few quick market
examples will prove the usefulness of this phenomenon based on "naturd laws™ The chart below
illustrates several 50% pointsin the S& PS00 stock market index.

940.00 x 1.50 = 1410.00, actual top was 1420.

923.30 x 1.50 = 1384.95 (very close to the top that preceded 1420.)

The 50% point between the dl time high 1552.87 and the low of 1081.19 =1317.03,

the actual top was 1315.93.

50% of the dl time high = 776.44. The first mgjor low was 775.68.

50% of the secondary high of 1530.09 = 765.45, the lowest point reached ever was 768.67. (Try
multiplying these two lows by 1.25 and see what you get!)

The hafway point between the highest and lowest pricesis (1552.87 + 768.67)/2 = 1160.77. The top
of thisup swing reached 1163.23.

775.68 x 1.50 = 1163.52.

You should dso look a 25% declines and or advances from price extremes as this would be the
halfway point between the gravity center or 50% point. For example, 775.68 x 1.25 = 969.60, which
is very close to the high reached on August 22, 2002. Subtracting 25% from the dl time high (1552.
87) gives 1164.65.
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There are other examples to be found, but | think this illustrates the basic tendency. Traders Press
also has a book called The Trading Rule That Can Make You Rich*, by Edward Dobson, which
deals entirely with Gann's 50% rule.

http://www.traderspress.org/detail .asp?product_id=5

GANN'SRED LIGHT GREEN LIGHT TREND |INDICATOR

Many people often get confused as to how to draw this swing indicator. The rules are actudly very
ample and | will atempt to clear up any confuson you may be having with this trend indicator. As|
discussed with the smple comparison formulaon page 38:

(2) If today's high is greater than yesterday's high and today's low is greater than yesterday's low,
you move the trend line up to the highest high.

(2) If today's low is less than yesterday's low and today's high is less than yesterday's high,
you move the trend line down to the lowest low.

Once the trend line begins in a direction (up or down) it continues in that direction until you mest the
above criteria. For example, if we are currently in a down trend we will continue to move the trend line
down (or color the barsred) each day (or bar) until we have both ahigher high and ahigher low. Oncewe
have both a higher high and a higher low, we switch the trend to up and this new up trend will continue
until we have both alower low and alower high. That isal thereistoit! Gann would draw hisup swings
in green and hisdown swingsin red. Gann advised to buy long when the trend changed from down to up (
red to green) and to sdll short when the trend changed from up to down (green to red). Thisdoes not work

well as a 9ngle gand-aone drategy, but when you combine it with the chart paiterns and longer term

trend lines available through bar grouping; you can generate some very impressive results. | will illustrate
some actud examples after we cover onefina swing-trading paitern.

Now that you understand how to draw a Gann style swing chart, | would strongly urge you to

carry across the ending prices of each swing on your charts to get a better understanding of
market action and support & resistance levels.

47



ABC'sAND 123's

Before we look at our next market example, | want to present another swing trading pattern that is
both useful and effective for generating reliable trade entries. Thisis basically the pattern that Gann
advised to use as a stop and reverse, but we will only use it as an entry technique that only follows
the direction of the longer-term trends. First, | will just present a smple illustration of how the

pattern looks.
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PUTTING I T ALL TOGETHER

The next series of chartswill combine dl the techniques discussed so far to aid with your understanding
of the principlesinvolved. I'm not one to waste time providing hundreds of examples of the samething
S0 please take time to study each chart carefully. | have found from private teaching that it is much
more effective for the sudent to find his or her own examples after the basic concepts have been
covered. This improves their visua recognition skills and paettern analyss, as wdl as ther

understanding of each technique. The daily chart of the S&PS00 index below includes a weekly and
monthly bar grouping aswel as Gann's swing indicator. | have aso used the paintbar sudy so that you
can see when the trend changes color from green to red or vice versa. Also, understand that | drew
everything on this chart manualy other than the red and green painbars.

Now, let's look at the trades that were available to us from combining everything we have
learned so far.
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Note that we are only trading in the direction of the larger weekly and monthly trends drawn from
our bar grouping. These trends are very important to your trading success. As the saying goes, "The
Trend Is Your Friend." Oncethe daily or weekly barsviolate our trend, we immediately close out any
open long positions. Now, since the trend has been broken and the future direction isin question, we
no longer enter on the daily trend "red to green” change indications. The next chart will show the
trades that were available based on our rules.
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In this chart, we clearly see the double top formation that formed after breaking the longer-term trend
providing agreat low risk, high return opportunity. At this point, we still cannot utilize the green or red
trend change signas from the daily indicator because we do not have any clear direction of trend. In
other words, the longer-term trend is ftill questionable at thispoint in time.
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Now, after the double top formation, we are provided with a nice double bottom formation that
finds support on a monthly trend line from our bar grouping. This is another great low risk, high
reward trading opportunity.
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Study this chart carefully. Also notice the triple top and 4th time at the same level pattern that
developed on the daily swing chart as the market moved up.

53



On this chart, we get to see Gann's 50% rule in action. Please review page 46 for additiond detalls.
Here, the market finds strong resistance amost exactly on the 50% leve, providing us with another
relaively low risk, high reward opportunity. The market then trades down far enough to violate the
monthly bar group up trend that had been in force since the congestion breskout. This trend violation
after testing and failing at the 50% level is a solid confirmation that we are at a Sgnificant top in this
market. Also, note the nice double top pattern indicated by our swing chart.
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The double top pattern following the monthly "UP" trend violation and test & fallure at the 50% price,
provided another great short postion entry into this newly forming down trend. Using the technique
described on page 35, we can determine that the market would have to drop down to 1064.50 to hit the
potentid support line drawn on the chart aove. The bar grouping trend line technique discussed on
page 34, dso highlights the significance of the 1064.50 price levd. If this level is broken to the
downdde, the "bearigh” trend could srengthen quite a bit. The next chart illustrates the geometrica
importance of thispricelevd.

55



Note that these two down trend lines are gpproximately paralel to one another. The lower line dso
intersectsthe potentia support line at exactly the same price we cd culated by extending the monthly bar
down to the trend line. We would certainly exit al short positions at this price and look for support to
enter the market here. This does not mean we enter long trades. We are till only interested in selling
short aslong asthe down trend line remainsin tact. Even if the trend line were to be broken, we would
aso ook for apotentid short sell trade entry at the 50% price levd again, which would potentialy form
adoubletop pattern at this"KEY" pricelevd.
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We have covered alot of ground in these few pages. Y ou have been introduced to a unique multiple
perspective gpproach alowing you to see trends more easly. In addition, we have combined this multi-
perspective view with W.D. Gann's mechanicd trading methods to produce avery detailed gpproach to
swing trading. It is criticd that you fully understand everything covered up to this point, money

management being the most critical issue followed second by the trading rules. Remember, if you are
diligent with your money management, you can be wrong more often than you are correct and il

make money. In my opinion, thisisthe true reason Gann was successful in the markets.

Trading with the trend combined with sound money management can be extremely profitable. Before
we move on to thefina entry signa, wewill quickly review our definition of trend.
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Now, quickly review these definitions and compare them to our multi-perspective view.

Note how clear the "stair step™ pattern is on each monthly bar group.
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Insde bars actudly have ardiably good track record in identifying trend changes in awide variety of
markets and time frames. Typicdly if the market forms an insde bar, the high and low of that bar will
identify the future trend direction. If the market closes above the high of the insde bar, the trend is up.
If the market closes below the low of the ingde bar, the trend is down. Combining this tendency with
our multi-perspective trend information can provide very nice low risk, high reward trading
opportunities. If our longer-term trend is"UP," we only take buying sgnds. If the longer-term trend is
"DOWN," we only take sdling signdls, just as we did with dl of the other techniques. Remember the
basc ruleisto only trade in the direction of the larger trends. If the trend is broken, welook for double
and triple top or bottom formationsto trade.

TRADING THE INSIDE BAR

If we have the market in an "UP" trend, and an indde bar fauns, we would enter long as soon as the
market closes abovethe high of theinsde bar. If we havethe marketina"DOWN" trend, and aninsde
bar forms, we would enter ashort pogtion as soon as the market closes below the low of theingde bar.
Pease note that ingde bars can form on weekly or monthly bar groups aswell. The closing bar of the
group determines the entry signal. The chart on the following page illustrates how these patterns look
on our multi-perspective charts.
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The next chart will show some of the daily inside bars that occurred during the uptrend. Notice
that once the trend was broken, no additional signals were permitted.
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Thisisazoomed in view of the chart and trend line that was shown on page 50. The chart will show a
zoomed in view of the 50% retracement areaillustrating the short sell entry sgnasfrom the daily inside
bars. | turned off the paintbar study, so that the bars would stand out clearly. In addition, | had
TradeStation mark each daily insde bar with a dot so that they stood out for easy reference and
comparison.
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This technique can only be used in the direction of the larger trends. If you are kicked out of atrade,
insde bars usudly provide a number of opportunities to get back into the market. | showed these
examples lagt, because they are my least favorite of the entry approaches that have dready been
shown. Study these examples and make sure that you are comfortable with the approach. Also, try to
find examplesin your favorite markets to gauge its usefulness,
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UNDERSTANDING THE OPTIONS OPPORTUNITY

Itismy opinion that every trader should learn a leest afew Smple options drategies. Options arethe one
investment vehicle that offers the greatest leverage and upside reward potentid with alimited amount of
risk. Sure, you can gill lose money, but that is the case with dl financid vehicles. A mgor advantage to
optionsisthair flexibility and verstility. They can be conservative or very speculaive depending on the
rules of your srategy. Optionsdlow you to customize your position to your specific set of crcumstances.
Consder some of the following benefits of options:

. You can protect along position in the market from a declinein prices.

. You can protect a short position in the market from an advancein prices.

. You can prepareto buy a stock or commaodity at a lower price.

. You can prepareto sell astock or commodity at a higher price.

. You can position your self for a big market move even when you don't know
which way priceswill move.

. You can benefit from a price rise or decline without incurring the cost of

buying the stock outright or posting the minimum margin requirements.

HOW OPTIONSBASICALLY WORK

Much like stocks and commodities, options can be used to take along or short postionin amarket asa
means to capitalize on an upward or downward price move. However, unlike stocks or futures, options
can provide a trader or invedor the benefits of leverage over a podtion in an individud stock,
commodity, or even an index reflecting the broader market. Option buyers can dso take advantage of
predetermined, limited risk. However, the converse is aso true, those who write options to collect a
premium assume potentidly unlimited risk if they do not manage or hedge their positions.

What isan option? An option is defined asthe right to buy or sell a specific stock, commodity or other
security for aspecific price on or before a specific date but not the obligation. In other words, you are
never obligated to buy or sdll the underlying stock or commodity. A cal option gives you theright to
buy, while a put option gives you the right to sdll. | used to remember this by thinking you cal

someone UP on the phone and if you don't like something, you put it DOWN. The person who
purchases an option regardless of whether itisaput or acal isthe option buyer. The person who sdls
the option (put or call) isknown asthe option seller or the option writer.



Options are like a type of contract in which dl the terms are known. The terms of the contract are
standardized and gives the option buyer the right, but not the obligation, to buy or sl a specified asst (
like a stock or commodity) at a fixed price (drike price) for a specific amount of time, known

commonly as expiration. To the buyer, acdl option typicdly represents the right to buy 100 shares of a
specified stock or 1 contract of acommodity. A put option usualy representstheright to sdl 100 shares
of a specified stock or 1 contract of a commodity. The sdler or writer of an option is obligated to

perform according to the terms of the options contract. For example, saling the stock or commodity at
the contracted price (the strike price) for acal sdler, or purchasing it for a put sdller in the event the
option is exercised by the option buyer. The price paid for an option is cdled the premium. The

potentia |oss to anyone that purchases options cannot be greater than the premium paid for the option,

regardless of how the underlying asset performs. This specific feature of options adlows a trader or

investor to control the amount of risk assumed on the pogtion. The option seller or writer assumesthe
risk ofbeing assgned to fulfill the contract if it isexercised in return for the premium that was received
from the option buyer. In gtrict accordance with sandardized terms, al options have a limited time
feature and expire on a certain date, caled the "expiration date." The mgority of options expire on the
third Friday of the month they are listed for. For example, an option thet is listed to expire May 2004
will typicaly expire on the third Friday of that month. So most of the options that have May 2004

expiration dates would expire on Friday the 214. There are ds0 long term options on stocks that can
have expirations dates up to three years out (LEAPS). Most traditiona options will not go out further
than 9 months to expiraion. There are primarily two styles of options (1) American-Style options,

which are the most common and most frequently traded and (2) European-Style options, which have
dightly different regulations in regards to expiration and the exercisng rights of the option owner. An
American-Style option is an option contract that may be exercised a any time between the date of

purchase and the expiration date. European-Style options are different and can only be exercised during
a specified time period just prior to expiring. Most European-Style options are primarily cash settled.

Regardless of the type and differencesin exercising rights, the option owner can sdl both European and
American Style options a any time prior to the expiration date. Therefore, if you have a profit in an
option pogition thereis absolutdy nothing preventing you from cashing in.

CALL OPTIONS: The purchaser of acal option ispaying for the right to buy the underlying stock or
commodity at the stated drike price. If you were anticipating an advance in prices, you would be
interested in the call options available for your market.

PUT OPTIONS: The purchaser of aput option is paying for the right to sdll the underlying stock or
commodity at the stated drike price. If you were anticipating a decline in prices, you would be
interested in the put options available for your market.

The smplest srategy for using options is if you anticipate a certain directiond trend in the price of a
stock or commodity. Optionswill give you theright to buy or sell that market at a predetermined price,
within a limited time window and can provide a very atractive risk reward opportunity due to the
enormous leverage that they can provide. The decison to purchase a put option or a cal option is
dependent on whether you expect the priceto go up or go down. If you anticipate higher prices, then
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purchasing a cal option opens up the opportunity to participate in the upside potentia of the specific
market you are following without having to risk more than asmal fraction of its market vaue. If you
anticipate a downward move in the slock or commodity, purchasing put options will provide the
opportunity to position yoursdf to benefit from a decline in price with the risk limited to the premium
you pad to own it. The outright purchase of options offers you the ability to postion yoursdf in
accordance with your price trend expectationsin amanner that alows you unlimited profit potentia that
IS protected with an absolute limited risk. Y ou can never lose more than the premium you paid to own
the option. Y ou can of courselose 100% of this premium, but it istypicaly not alargeinvestment at al.
Options can dlow you to participate in price movements without committing large amounts of capita
that would be required to buy or sdl shares of a stock outright or post margin on a commodity futures
contract.

What affects the price of an option? There are many factors that can affect the current value or drike
price of an option. The main factors are the options strike price in comparison to the current price of the
market, the amount of time left to expiration, volatility, interest rates, and dividends (for stock options).
The most important consideration isthe current vaue of the underlying market compared with the Strike
price of the option. This comparison determinesif the option isin the money or out of the money. If your
option isin the money in means that the current price is above your strike price if you own acal option
and/or the current price is below your drike price if you own a put option. This means that your option
hasintrinsc vaue. For example, if you owned acal option with astrike price of 50 and the current price
of the market is 55, then your option is in the money by 5 points. If you own a put option with a strike
price of 35 and the current price of the underlying market is 20, then your option isin the money by 15
points. In other words, it has this much vaue because you can exercise it and immediately sdll short the
underlying market at 35. If your option is out of the money then the only vaueiit redly hasistime. The
amount of higtorical volatility will adso affect the premium price thet is charged to have time. For
example, if you own acal option with agtrike price of 50, and the price of the underlying market is 45,
your option is out of the money by 5 points. Since it is out of the money, it has asolutdy no intrindc
vaue. You or anyone dse for that matter would not exercise your right to purchase something a 50
when the current market is sdling it for 45. The only vaue it hasis based on the amount of time until
expiration. You are paying for the "chance"' so to goesk. If the underlying stock or commodity has been
very voldile, then the option writer will charge a higher premium to protect his leve of risk based on
price move probabilities. The longer the amount of time eft to expiration, the higher the premium paid
for time vaue. The time vaue premium of options decays very ragpidly during the last month to
expiraion. Options that are out of the money and have amonth or less until expiration are usudly very
chegp. | have purchased out of the money options with only afew days of time vaue for 1/8 and sold
them for $1, $2, and even $5. Thisis a huge return on the money. | would strongly suggest that you
follow the day-to-day options prices (puts and cdls) for the market of your choice so that you can
gopreciae how much these things can fluctuate in vaue. It is not uncommon for the price to fluctuate
50% to 300% in a day. Sdlective option buying (puts and cdls) is a great way for a new trader to get
darted in a highly leveraged market. The cost of entry is rdatively low and the returns can be dmost
unbelievable a times. Asan added bonus, the limited risk festure of option buying ensures
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that a new trader will not get in over his head in the markets. When you decide to set up an
option-buying program, you want to concentrate on the following criteria and rules:

. Follow the exact same buy and sell signals outlined previoudly in the course.
Purchase call options for "buys" and put options for "short sells.”
. Only purchase options that have strike prices that are "out-of-the-money." This

means call options that have strike prices above the current market price and put

options that have strike prices below the current market price.

. Only purchase options that have LESS than 3 monthsto their expiration date or maturity.
Optionswith 30 days or lessto expiration can be extremely inexpensive, but thetime vaue will
decay rapidly. However, | suggest that you watch how trading these options would work out
with the swing trading strategies presented. These short-term options can provide enormous
leverage because the option writer is basing his premium on the probabilities of time and

volatility.

. Do not hold on to your options postion until expiration. When the market price has
achieved 75% of the anticipated price move, take profits on the options immediately. For
example, if you have a profit target that would require the market to move 40 points, you
would close out your options position after the market moved in your favor (40 x 0.75) = 30
points. Y ou can aso base your profit targets on smplereturns. If your option doubles or triples
invalue, sl it or hedgeit. Thiswill be made clearer aswe progress.

. Based on the prior rule, we can now refine our "out-of-the-money" purchases. We
want to purchase strikes that are currently "out-of-the-money” but we anticipate that they will
be "in-the-money" if we get our price move. To caculate this strike price, we just take our
profit target or anticipated price move and multiply it by 37.5% and then add or subtract this
amount from the current price. This gives us the basic area we should be shopping for the
option's strike prices. For example, the current market is at 100 and we are expecting a
decline of 20 points to our first support area. We would be looking for out of the money put
options with strike prices 7.5 points (20 x 0.375) below the current price of 100. Thisgivesus
strikes around 92 or 93 for our puts.

. Do not hold onto losing options! They will be worthless a expiration unless they go
into the money and have intringc vaue. If your options are not showing a profit within two
weeks (1012 trading days from purchase), just close them out at aloss at the current market
premium price. Just like any trading technique, a percentage of your option-buying trades will
lose money. The name of the game is using favorable risk to reward opportunities and strict
money managemen.

. Do not exercise your options to take a pogtion in the stock or commodity. This
involves added commission fees that are unnecessary expenses to your trading. Options
commissions are chegp. Y ou are better off smply sdlling your options prior to expiration a a
profit or loss.

. Always use limit orders when purchasing or sdling options. Just because a market
maker hasto sdll you an option, doesn't mean he hasto sl it to you a a price that will dlow
you to make money. The options market istypicaly not asliquid as the underlying market and

fills can often be bad using market orders. If your limit order doesn't get filled within 10 to 15
mini ites
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change it based on the current "bid" and "ask" price for your particular strike price.
Adjust your limit order up in price by Y/g,, at atime.

. Markets go up and down, so make surethat you take advantage by purchasing the
gppropriate cal or put option. In other words, don't be afraid to play both sdes of the market.
. To gain additiona leverage, re-invest 50% of your profitsinto your option purchasing

program. Over time, thiswill dlow you to increase the number of markets you are following
and making tradesin. Look at everything, stocks, indexes, currencies and commodities. With a
little experience, you can just look at a chart and instantly see the swing pattern setups and
long-term trends.

Remember that as the option buyer, you have the luxury of deciding when and where you will get out
prior to expiration. There will be no margin calls with purchasing options. Y ou smply buy them and
the price + commission paid is your maximum risk. Take some time each day to study the options
markets and follow the above rules and you will see the tremendous opportunity. You should adso
purchase an options book to learn additional options trading drategies. Options offer tremendous
flexibility and will also dlow you to be pretty crestive with your trading positions. There are hedging
srategiesfor longer-term positions, severd types of spread trades, covered option-writing Srategiesfor
income, etc. Going into al of these detalls is beyond the purpose of this book, and there are plenty of
redly good options books on the market today. You dready have what they don't, a method of
anticipating tops and bottoms in price movement and the underlying trend. Profit targets are easily
determined by looking at your support or resstance levels.

PROBABILITY OF A PRICE MOVE

Thisisanicetrick | learned and borrowed from the options guys. The option writer isbasicdly trying to
sl options each day that have a probability of being worthless a expiration. As the premium decays,
they buy them back at alower price to close out their position and remove the unlimited risk exposure
they have on the trade. When you write options, you are basicadly taking a short position in the options
market. Option writers are "sdling short” the premium. In other words, you are expecting the premium
to decay, dlowing you to buy it back a alower price, or letting it go dl the way to zero. Option writers
use ample formulas to predict the probabilities of a price move. It is kind of like an insurance
underwriter. They want to collect premiums, not pay out on the policy. The option writer will use this
probability information to write options that are likely to expire worthless. One of the eesiest and most
useful formulasisthefollowing:

PRICE CHANGE = current price x historicd volaility x square root of days left to expiration—al
divided by the square root of the number of trading daysin ayear.
Trading days in a year is used as a condant number (252). The square root of this is 15.875. H

ISTORICAL VOLATILITY = (52-week high— 52-week low) / (52-wesk high + 52-week low)/2.
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A quick example should get you up and running. Let's take a hypothetica stock XY Z. Welook at the
chart over the past year (52 weeks) and find the highest high and the lowest low within thistime
period. Do not go back further than 1 year. Let'sassumethat XY Z had a52-week high of $125and a
52-week low of $83. Thisgivesusahistoricd volatility of:

(125—83) / (125 + 83)/2 or smply (42) / (104), which = 0.404 for historical volatility.

Now, let's assume that the current price of XYZ = $90 and we are looking at options that will all
expirein the next 30 days. We just plug these numbersinto the price change formulaand get:

PRICE CHANGE = $90 x 0.404 x Sqrt(30) / 15.875. Caculating the square root of 30, thisgives us (
$90 x 0404 x 5.48) / 15.875 = 12.55 for our price change caculation. This means that there is
approximately a 70% chance that the market (XY Z in this example) will stay within +/- $12.55 of its
current price. This means that the 102.5 (90 +12.55) cal options and the 77.50 (90 —12.55) put
options have a 70% chance of being worthless by expiration. The greater the price move from this
price change of 12.55, the greater the odds are that the option will expire completely worthless. For
example, if you double the 12.55 to $25, you will increase the probability to 95%. In other words, the
$115 cal option (90 +25) and the $65 put option (90 —25) have a 95% chance of being worthlessin
the next 30 days (expiration date). If you multiply the price change by 1.5, you get gpproximeately 80%
probabilities. Multiplying by 1.75 will give around 87% probabilities. This formulais very useful if
you decide to write covered calls or covered puts (so known as married calls and puts) for premium
income on longer-term investments. It is also useful to plug into our options drike price formula. For
example, we might be able to purchase an inexpensive "out-of-the-money" option with only 3 weeks
until expiration that is likely to be "in-the-money" based on our anticipated swing trading price target.
We can plug in the above smple formula to find out what the option writer believes about the
anticipated price move. If the odds are 65% or greater in hisfavor, the option islikely to be chegp and
we can benefit from an extremely leveraged opportunity. As| have said before, | have seen options go
from being worthless (1/16th) dl the way up to being worth $5 in one or two dayd! If you follow sound
money management principles, it does not take many winnersto generate a positive financial outcome
with this kind of risk to reward ratio. Put in the study time daily and you will see what I'm talking
about. This is not intended to be a course in options trading, o | suggest that you purchase a book
specificdly targeted to options. Authors David Caplan and Lary McMillan would be my
recommendation for optionstrading materid.

UNDERSTANDING OPTION SPREADS

Spread Srategies are one of the most popular trading techniques used by investors and traders in the
options markets. Spread trades are popular for two reasons. They are typicdly lower in risk than
buying or sdling short the underlying market outright. They are flexible and highly adaptive to a
variety of market conditions. There are many types of spreads that can be created, so you will most
likely dways be able to fmd one that suits your current needs. Don't overlook spread trading because
you fed that it istoo complicated. Spread trading isredly pretty smple after you learn the techniques
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involved. Once you understand the advantages and disadvantages of spread trading and compare the
risks with the potential rewards, you will be happy to have this technique in your trading toolbox.
Spreads are designed primarily to limit risk, and in most ingtances, they perform this function very
effectively aslong asyou, the trader or investor, knows exactly what you are doing!

WHAT ARE SPREADS? All spread trades have certain common characterigtics. All spreads require
you to smultaneoudy purchase and write options upon opening the trade. The options purchased versus
the options written will have different strike prices, different expirations, or a combination of the two.
Therefore, when you initiate a Soread trade, you are Smultaneoudy purchasing and writing options.
When you "lift" or close aspread trade, you smultaneoudy buy back the options you wrote and sdll the
options you purchased. For example, let's say the market (XY Z) isa $90 and we fed it isgoing up to
$100. We could purchase the $94 or $95 cdl (10-pts x 0.375) and write the $100 call. The premium
received would offset some of the cost paid for the $94 cal reducing our risk capitd in the trade.
Idedlly, wewould close out the sporead when the market hits (10 x .75) $97.50 or 75% of our anticipated
price move. This would mean that the option we purchased is now "in-the-money” and the one we
wroteis ill "out-of-the-money." Thiswould be a good time to close the soread, dso known as "lifting
the soread.”" This particular type of spread is commonly known as a "vertica soread.” This type of
spread dways condsts of an option purchase and a further "out of the money" option write with the
exact same expiration date. For example, a bearish verticd spread in the XY Z example would consst
ofpurchasing an $86 put option and smultaneoudy writing the $80 put, receiving the premium to
reduce the totd cost of thetrade.

There are many types of spread trades that you should be aware of Primarily, they fal into two

categories (1) vertical spreads and (2) horizonta spreads. Basicdly, vertical spreads are based on

price spreads, like the example above, and horizontal spreads are based on time to expiration. The
time spread, which isaso known as a caendar spread, is the simultaneous purchase of an option (put
or cal) of one expiration and the sale or writing of an identica put or cal with a different expiration
month but same gtrike price. Typicaly, you purchase the option with the greater time vaue (longer

expiration date) and write the option with the shorter time vaue or expiration date. Y ou are basicaly
trying to capture the more rapid premium decay of the shorter-term option. For example, lef'ssay itis
February and you purchase the June 95 call and write the March 95 cal smultaneoudy, you have
entered a horizonta time spread or calendar spread. If you do this same technique, but use different
srikes, you create what is known as a diagond spread. Thisis sort of a blend between the vertica ™
price’ spread and the horizonta "time" spread. For example, if you purchase the June 95 cdl and

write the March 100 cal, you create adiagonal spread. With expiration rapidly approaching, the rate
of premium decay in the March 100 call will erode the price rapidly while the June 95 cal holds more
steadily dueto itslarger time value and better strike price.

THE BUTTERFLY SPREAD is smply a combination of two verticad spreads. For example, if we
did both of the vertica spreads in the XYZ example dl at once, we would have a butterfly spread. In
other words, we would have purchased the 95 call and sold the 100 call and aso purchased the 85 put
and sold the 80 put at the same time. Some option traders call this same technique a sandwich spread.
When executed correctly, thistype of soread offersagood return on afairly broad range of prices.
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Many times this strategy can pay off when the market makes the "two lower swing tops or the
two higher swing lows pattern" Also watch the performance of this spread at triple tops and
triple bottoms on the swing chart.

DELAYED VERTICAL SPREAD OR "FREE TRADE" - The free trade is smply a ddayed
vertica spread. For example, let's say we purchase the 95 calsfor 22 ($250) and the market moves up
and we can now sd| the 100 callsfor 2%/, points or more. This position isnow free of charge and we can
potentialy make the $5 spread (100 — 95) on the trade with absolutdly zero risk at this point.

THE COST FREE HEDGE- This options trade is typicaly based on having a postion in the
underlying market and writing a covered option and using the premium recelved to purchase an
opposing directiona option. For example, let's say we are short the soybean market and we have good
profits in the trade and we want to protect these profits from a potentia advance. We could write
covered puts againgt our short position and purchase cal options with the premium we receive. This
way, if the market goes up, we make money on the cals, while the premium decays on the puts we
sold. This, in effect, hedges our profits on the short position. This can dso be done entirdly with
options. For example, let's say that you purchased the XY Z 90 cal option and the market is now at
$100 and you think that there is going to be a short term decline but you want to hold on to your long
options position without losing too much of the current profits. Y ou can sdll or write the 105 call and
purchase the 95 put. If the market explodes to the upside, you can gill make at least the 5 point spread
on the covered write. If the market declines, you own a put option that will increase in value as prices
drop, resulting in ahedge.

THE STRADDL E- This options position is used when you anticipate a big price move, but don't know
which direction the market will go. Here you purchase a put and a cal with the same drike price and
expirdion date. The two combined premiums is your maximum risk in the trade. Therefore, you must
expect prices to move gregter than this cod. If you pad 6 points for the total postion, the market must
move & least thismuch oneway or the other before you start making any red profits.

The main advantagesto option purchasing and spread trading are limited and predetermined amounts of
risk with a greet dedl of opportunity and leverage. Regardless of your choice to use them or nat, it is
worthwhile information to have in your overal trading knowledge. It provides an opportunity to trade
many markets that might otherwise be financidly out of reach. Take your time and learn as much as
you can about this extremely flexible trading vehicle. As your confidence and trading surplus account
grows, condder initiating an options trading program in a variety of markets and gpply dl of the new
trading rules and methods you have learned to this new venture.

Required Options Discloser: Options involve risk and are not suitable for all investors. Prior to buying or
selling options, a person must receive a copy of Characteristics and Risks of Standardized Options. Copies of
this document are available from your brokerage firmor the Chicago Board Options Exchange (CBOE), 400
S LaSalle Street, Chicago, IL 60605.
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TIMING IMPORTANT STOCK MARKET BOTTOMS

The following is a smple buy only system for stock indexes or correated investments, that | cdl "
opportunis.” It requires the daily close of the S&P500, NY SE advancing issues and declining issues.
Each day, subtract the declining issues from the advancing issues (advance — decling). We will cal

the difference net breadth (advance — decline = net breadth). Construct an 18-period moving average
of net breadth. This is a Smple moving average, which is just the past 18-days added together and

divided by 18 to produce an average eighteen-day vaue. When this average net breadth is negative
400 or lower, abuy sgnd ispossbleif other filtersarein place.

SWING FILTER: The S&P500 must be down at least 14% from its last swing high in order to
vaidate abuy sgnd. As an example, let's say the market makes an dl time high at 1000. It declines
20% to 800 and our 18-day moving average of net breadth is less than negative 400. We will buy long
as soon asthe market can post an up closg, i.e,, today's closeis greater than yesterdays close. Now, let's
say the market goes up 16% to 928. This becomes our new swing high. If the market fals 14% or
more from 928 and the moving average of net breadth fals below negative 400, we will get another
buy sgnd.

CLOSE FILTER: The market must post a positive close after a 14% or greater decline in the
S& P, and the average net breadth has fallen below negative 400.

The chart on the following pageillustrates the sgnaswith red up arrows for buys. Obvioudy, atrailing
stop or exit strategy must be developed on your part. Options are another good way to trade these
sgnds. Typicdly, the market will advance at least 14% as a minimum. The buy sgnd after the mini
crashin 1990 isone exception to therule. It only advanced 4.5% from theSgnd.
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THE IMPORTANT RE-ENTRY RULE!

In the event that you get stopped out of your position, which could have potentialy happened
in 1987, 1990, 1998, and possibly even the buy signd on 2/14/2003, depending on your risk management
goproach, you can re-enter long, i.e., buy again as soon as the market closes above the lowest dose that
occurred in the prior buy setup. A few examples will make this perfectly clear. The charts on the
following pagesillugrate this technique. Also, please notice the bullish divergence between acomparison
of the S&P500 and the advance-decline line. The stock market makes new lows prior to the re-entry
sgnds, but the advance-declinelineis showing an up-trend compared to the last low.
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Notice the bullish divergence at the re-entry point.

Here again, the market makes a new low, but the advance-decline line is showing a bullish up-
trend.
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If you are a gock trader, a mutud fund investor, or just like trading the NASDAQ-100 or S&PS00
indexes, this system has provided me with many greet trading opportunities over the years. Combining
this smple system with the bar grouping and swing trading techniques is o advised to define exit
drategies or potentia profit targets. When the system gives a"buy™ sgnd, there are severd ways you
can take advantage of the sgndl.

Q) Y ou can purchase call options on the SPX, OEX or NDX.

(20  Youcan purchase tracking stocks like SPY, QQQ, DIA.

(3 Y ou can purchase call options on stocks that are leadersin these 3 major Indexes
(Dow Jones Industrial Avg., NASDAQ-100 or S& P500), suchas MSFT, INTC, IBM, GE
to name afew.

4 Y ou can purchase stocks outright.

5 Y ou can go long in the futures market using the S& P futures or E-mini, the
NASDAQ futures and/or mini contract as well as the Dow Industrial Futures Contract.
(6) Y ou can purchase aggressive stock mutual funds or index funds. Typically,
options or futures will provide the biggest bang for your buck, but as | have said before,
you must fully understand these trading vehicles before you dive into the markets.
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SUCCESSFUL TRADING

It should be more than clear to you by now that successful trading is not exactly what you origindly
thought it was. Accuracy is not the deciding factor to consstently making money in the markets.
Relying on the trading advice from newdetter writers and market gurus will not help you.
Understanding Fibonacci and other magicd numbers and price retracements is meaningless without
money management and drict trading rules. Learning entry techniques without money management is
about as vauable as flipping acoin. In redlity, it is actudly worse. Undersanding Gann, Elliott Wave,
or any other past legend may help alittle, but it is not the "Holy Grall." Gann actualy tried to point out
the path with his "Twenty-Four Never Failing Rules" which are dl money management rules.
However, most people think he made his fortune entirely based on having amazing accuracy. | believe
that he made his money by following drict rules and nothing more. Sure, he has made some amazing
predictions and forecadts, but so have |. Trading is a completdy different anima entirely. I'm not
condemning any gpproach to the markets at dl. Cycles work, astrology works, Elliott Wave works,
Gann methods work, trend line bresks work, technical andyss works, fundamental analysis works,
moving averages work, oscillators work, chart patterns work, etc. However, no gpproach, no metter
how good, will work without sound money management rules because no gpproach is 100% infdlible.
These are the exact rulesthat most traders completely ignore and are the main reason why 80 to 90% of
them fal. They believe that if they can find away to predict the next top or the next bottom, they will
turn everything around and become successful in the markets. Achieving any degree of successin this
regard will eventudly lead them to failure because they are basing their entire success on being correct
ingtead of controlling risk. Pulling off afew winning trades will reward you for the wrong reasons and
conditionsyou to behaveincorrectly in al future trades.

There are hundreds of books on trading, and dl types of different gpproaches, systems and methods, yet
they produce so few successful traders. Money management is not the main atraction to the markets
and it probably never will be, but ironicaly, making money is. How will you ever make money in the
markets without "money management” skills? Making money only requires you to protect enough of
your capita so that you will dways be able to have enough to continue playing the game. If you can
consgently take limited risks with high reward potentia, you don't have to be correct very often to be
profitable. That's what trading redly il Learn this fact NOW and you will find yourself well ahead of
the mgority of traders.
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WHAT IS LUCK?

My favorite defmition of luck is this: Luck is when opportunity meets preparation. In the financia
markets, opportunities come more frequently than in any other business or profession, but you must
have the required knowledge and experience in order to benefit from them. Y ou can create your own
luck smply by being prepared for opportunity to present itself. Bad luck results when opportunity
either passes you by because you did not recognize it or you get in over your head because you are
tempted to take action even though you are completely unprepared and lack the necessary skills to
prevail in the venture. Some so-caled lucky people win afortune in the lottery or some other chance
venture. Congder this surprising statistic: most "lucky™ lottery winners end up broke, exactly back to
where they started. | just listened to an interview the other week, where this guy shared in one of the
largest lotto winnings of al time. He received alittle over $300,000 per year for 20 yearsand now heis
broke and the payments have stopped. Sure, he lived it up for 20 years, but now he has nothing. He
was not prepared for the enormous opportunity. Just because you receive a windfal doesn't mean it
will last forever. You must dways keep alevel head and make wise choices. Remember SUCCESS
has "U" in it. To achieve success requires "U" to follow necessary rules and steps. | have shared as
much as possible in this regard. It is now up to you to make sure that you are prepared when
opportunity presents itself. This book has now come full circle, completing the cycle initiated at the
beginning. | could provide additiona charts and examples to bulk things up, but | have found from
teaching others, that this actually tends to confuse people rather than help them. It is much better to
provide afew clear examples than it isto fill up abook with hundreds of charts that do not serve the
greater purpose of ingructing.
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Opportunity

They do me wrong who say | come no more,
When once | knock and fail to find you in;
For every day | stand outside your door
And bid you wake and riseto fight and win.

Wail not for precious chances passed away,
Weep not for golden ages on the wane!
Each night | burn therecords of the day;
At sunrise every soul is born again.

Laugh like a boy at splendorsthat have fled,
To vanished joys be blind and deaf and dumb;
My judgments seal the dead past with its dead,

But never bind a moment yet to come.

Though deep in mirewring not your hands and weep;
| lend my armto all who say, "1 CAN!"
No shame-faced outcast ever sank so deep
But yet might rise and be again a man!

Dost thou behold thy lost youth all aghast?

Dost redl from righteousretribution's blow?
Then turn from blotted archives of the past
And find the future's pages white as snow.

Art thou a mourner? Rise thee from thy spell,
Art thou a sinner? Sins may be forgiven,
Each morning gives thee wingsto flee from hell,
Each night a star to guide thy feet to heaven.

—Walter Malone

This concludes the trading section of the course. As | have stated throughout the materid, these swing-
charting methods can and should be andyzed on multiple time frames, epecidly daily, weekly and
monthly chartsjust as Gann did. That does not mean that you have to trade on each and every sgnd, but
it should be used to keep you informed of the potentid or sgnificance of a specific pricelevel. You are
encouraged to maintain these levels on your daily, weekly and monthly swing chartd It isaso my hope
that you are drawing at least some of your charts by hand. | have found many huge double tops and

bottoms that took yearsto form that provided unbelievable opportunities.
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The only way to see these opportunitiesisto have longer-term charts where you can carry the old price
levels across the page as | have ingtructed you to do time and time again. The markets repeat and react
in a admilar fashion around old price extremes because people "REMEMBER" buying or sdling at
specific prices. My grandfather is 87 years old and he ill remembers exactly when he made purchases
in Ford Motor Company stock and how much it was trading for when he bought it and he hasn't owned
any stocks at dl since 1986. People react to specific prices smply because of memory. Maintaining
longer-term charts with the knowledge you have gained in this course of ingtruction will prove truly
invauable. Options provide one means to expose yoursalf to these longer-term patterns with limited
risk, but you can aso trade them by other means. | should aso mention thet there are other markets that
should be brought to your atention. One is FOREX currency trading and the other is stock futures
contracts. Opportunities are everywhere, when you have sound money management and a method to
exploit an advantage. The principles in this course should work on any market because the basic
advantage we are exploiting exigts in dl markets and time frames. When you have the risk to reward
equation stacked in your favor, you can lose much more often than you win and ill profit

tremendoudy. Thisisthe true secret to winning in thisbusiness.

Please protect this information and keep it to yourself. | have much more knowledge to share, but will
only do s0 if my rights are not violated. Copies of some of my other materids are being pirated due to
irregponsible persons. Y ou paid for thisinformeation and not someone e se, o please keep it to yoursdlf.
Anyoneinterested in programming the techniques described in this courseis required to get my written
aoprovd first.
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*** BONUS MATERIAL ***
A MINI-COURSE IN THE SCIENTIFIC METHODS OF
W.D. GANN

WHAT GANN SAID ABOUT "THE HEXAGON CHART"

Since everything moves in acircle and nothing moves in straight lines, this chart is to show you how
the angles influence stocks at very low levels and very high levels and why stocks move faster the
higher they get, because they have moved out to where the distance between the angles of 45° are so far
gpart that there is nothing to stop them and their moves are naturally rapid up and down.
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We begin with acircle of "1," yet the circle is 360° just the same. We then place a circle of circles
around this circle and six circles complete the second circle, making a gain of 6 over the first one,
ending the second circle at 7, making 7 on this angle a very important month, year, and week aswell
as day, the seventh day being sacred and aday of rest. Thethird circle is completed at 19. The fourth
circlearound is completed at 37, again of 18 over the previous circle. Thefifth circleis completed at
61, agan of 24 over the previous circle. The sixth circle is completed at 91, a gain of 30 over the
previous circle and the seventh circle at 127, again of 36 over the last circle. Note that from the first
circle the gain is 6 each time we go around. In other words, when we have traveled six times around
the hexagon, we have gained 36 or 6x6. Note that this completes the first hexagon and as this equds
127 months, shows why some campaigns will run 10 years and seven months, or until they reach a
square of the hexagon, or theimportant last angle of 45°.

The eighth circle around is completed at 169, again of 42 over the first. Thisisavery important angle
and an important time factor for more reasons than one. It is 14 years and one month, or double our
cycleof 7 years. Important tops and bottoms culminate at thisangle, asyou will see by going over your
charts.

The ninth circle is completed a 217, a gain of 48 over the previous circle. The tenth circle is
completed a 271, again of 54. Note that 271 isthe ninth circle from thefirg, or isthe third 90° angle
or 270°, three fourths of acircle, astrong point... All thisis confirmed by the Master Twelve Chart, by
the four seasons and by the Square of Nine chart, and aso confirmed by the Hexagon Chart, showing
that mathematical proof is aways exact no matter how many ways or from what directions you figure
it.

The eeventh circle is completed a 331, a gan of 60 over the lagt circle. The twelfth circle is
completed at 397, which completes the hexagon, making a gain in 11 circles of 66 from the
beginning. 66 months, or 5 years and sSx months, marks the culmination of mgor campaigns in
stocks. Note how often they culminate on the 60th month, then have a reaction, and make a second
top or bottom in the 66th month. Note the number 66 on the magter twelve chart. Note it on the
Square of Nine and note that 66 occurs on an angle of 180° on the hexagon chart, dl of which
confirmsthe strong angle at this point.

We have an angle of 66°, one of 67.5° and one of 68, confirming this point to be doubly
strong for tops and bottoms or space movements up or down.

Note the number 360° on the hexagon chart. It completes a circle of 360°. From our beginning point
this occurs a an angle of 180° on the hexagon chart going around, but measuring from the center, it
would equa an angle of 90° or 180°, making this a strong point, hard and difficult to pass, and the
ending of one campaign and the beginning of ancther.

Again with the center of the hexagon chart a "1" noticethat 7, 19, 37, 61, 91, 127, 169, 217, 271, 331,
and 397 aredl on thisdirect angle and areimportant pointsin time measurement.
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Beginning with"1" and following the other angle, notethat 2, 9, 22, 41, 66, 97, 134, 177, 226, 281, and
342 aredl onasameangle of 90°, or an angle of 60° and 240° as measured by the hexagon chart.

Go over this chart and the important angles each way and you will seewhy the resstanceismet on
days, weeks, months, or years, and why stocks sop and make tops and bottoms at these strong
important points according to time.

When any stock has passed above 120° or especidly above 127° or 127 points and gone out of the
square of the first hexagon, its fluctuations will be more rgpid and it will move faster up and down.

Notice near the center that in traveling from 66 to 7 you drike the angle of 180° or 90°, but when the
stock getsout to 162, it can travel up to 169 before striking another strong angle. That iswhy fast moves
occur up and down as stocks get higher and asthey move from a center of time.

Remember that everything seeks the center of gravity and important tops and bottoms are formed
according to centers and measurements of time from a center, base, or beginning point, ether top or
bottom. The angles formed going straight up and across, ‘may a com'’ just the same going across asthe
stock travels over days, weeks, months, or years. Thus, astock going up to 22.5 would strike an angle of
22.5°. If it moved over 22.5 daysit would gtrike the angle or 22.5 weeks or 22.5 months, it would dso
drike an angle of 22.5°, and the higher it is when those angles are Struck and the angle it hits going up,
the greater the res stance to be met. Reverse that rule going down.

Market movements are made just the same as any other thing; they are condructed. It is the same as
constructing abuilding. First, the foundation hasto belaid and then the four walls have to be completed,
and lagt, but not least, the top has to be put on. The cube or hexagon proves exactly the law, which
works because of time and space in the market. When a building is put up, it is built according to a
sguare or hexagon. It hasfour walls or four sSides, abottom and atop; therefore, it isacube.

In working out the 20-year cycle in the stock market, the first 60° or 5 years from the beginning forms
the bottom of the cube. The second 60°, running to 120°, completes the first angle or the first sde and
runs out the 10-year cycle. Thethird 60° or the second Side ends 15 years or 180°. It is very important
because we have the building half completed and must meet the strongest resstance a this point. The
fourth 60°, or a the end of 20 years or 240 months, completes the third sde. We are now two thirds
around the building, avery strong point that culminates and completes our 20-year cycle. Thefifth 60°,
or 300° point, days, weeks, or months completes 25 years, a repetition of the firg five years, but it
completes the fourth sde of our building and is a very important angle. The sixth 60°, or 360°,

completing the circle and ending 30 years as measured by our time factor, which runs 1° per month on
an angle of 45°, completesthe top. Thisisacomplete cube and we begin over again.

Study thisin connection with the hexagon chart. It will help you.

JAN 1931
W.D. GANN
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Thetimefactor that moves 1° per month is heliocentric Saturn. Each 60° of longitude takes an average
of 5 yearsto complete. However, because of the dlipticd orbits of planets, thistime period is not equa
to an exact 5 calendar years, which is based upon the Earth's orbit around the Sun. For example, if you
add 180° of longitude to hdiocentric Saturn's podition from the August 1982 low in the U.S Stock
Market and dso add 360° of longitude from the Stock Market top on December 1S, 1968, you arrive
at April 22, 1998. If you look a a chart of the market averages from this date you will see that this
marked asignificant top where the mgority of al stock averages dropped 20% or more. If you add 60°
of longitude to the 1982 low, you get the crash low of 1987, etc. Some of the other important time
periods mentioned in Gann's description of the hexagon chart are 20 years, 14 years, 7 years, 45 years
and 67Y, years. Here is a bonus tip: Heliocentric Mars dso has a hexagon cycle that runs every 60°
garting from 18° of Taurus.

20 year sisthe synodic period of Jupiter & Saturn, i.e., the planets conjoin every 20 years. 240° of
heliocentric Saturn or 240 months. Thisisjust four 60-degree hexagon turns.

14 year sisthe synodic period of Jupiter & Uranus and a o isthe average time required for Neptune
to change signs or move 30° of longitude.

7 yearsis Y/, the synodic period of Jupiter & Uranusand is aso the average time required for Uranus
to change signs or move 30° of longitude.

45 yearsisthe synodic period of Saturn & Uranus.

67% yearsis 1%, timesthe synodic period of Saturn & Uranus or 360° + 180° = 540°.
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In Gann's Egg Course, there is a quote that pertains to measuring time periods, which pertains
to the basic construction of the Square of Nine and hexagon charts. It reads:

"Man first learned to record and measure time by the use of the sundia, and by dividing the day into 24
hours of 15 degreesin longitude. The "reflection” of the geometrical angle on the sundia indicated the
time of day. Since dl time is measured by the sun, we must use the 360 degrees of the circleto measure
time periods for the market, but remember, you must dways begin to count time as days, weeks, and

months from extreme high and extreme low levels, and not from exact seasond or cdendar time

periods. 45 daysis 1/8th of ayear, 90 degreesis 1/4th of acdendar year, or asquare. 112Y,, daysis90 +

22Y,.120is 1/3rd of thecirdleand isatriangle. 135is90 + 45, 150is90 + 60, 157, is 135 + 22,165
is 120 +45. 180 is Y/, of a complete circle or opposite to O, the starting point. Very important for a

changein trend. 202Y, is 180 + 22Y/,, 225, a45-degree angle is 180 + 45.240, atriangle is 2 times 120.
247Y,is225 + 22Y,,. 270is%, of acircdle and 3 squares of 90. 292Y, is 270 + 22Y/,, 315is 270 + 45, 337
Y,is 315+ 22Y, and 360 degreesisthe complete circle. Y ou measure weekly and monthly time periods
inthe sameway asyou do the days and watch dl of theseimportant time anglesfor achangein trend.

Thereason for congtructing a chart like the hexagon, or even the Square of Nine, isredly based upon the
hypothesis that each postive whole number, i.e, the regular counting numbers 1, 2, 3, 4, 5, etc,, dl

correpond to some specific angle of acircle between 0° and 360°. By rdating the counting numbersto
degrees of acirde, Gann used astrologica aspect theory to determine future levels of price support or
resstance. In astrology, the 45-degree dlass of agpects (0, 45, 90, 135, 180, 225, 270, and 315) ae
consdered a negative influence. Usng this theory, these same degree relaionships applied to price
movement could define future price levelswhereachangeintrend ispossible.

Most traders misuse these anticipated price levels. If you calculate that there should be some
resistance at the price level of $51.00, you should not expect that this calculation should work
out to the exact tick. In addition, you need to let the stock trade through the number Ideally, the
stock would penetrate the price by $1 or $2 reaching between $52 and $53. Then when it
declines back to $51.00, it would be a short sell with a stop just above the high reached at the
$52-$53 level. The inverse is true for support levels. The stock should fall a little below your
calculation and bounce back up to confirm a buying level with a stop loss just a tick or two
below the actual low price reached. Experiment with thisidea on some charts and you will get
the feel for it. These rules also apply to the Square of Nine.
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Stock Market Example of the Saturn Hexagon

Projected Saturn low is October 20, 2002. Venus transits 2-Aries on October 9th!
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"MASTER TIME FACTOR & FORECASTING BY MATHEMATICAL RULES"

Scientific Advice and Analytical Reports on Stocks and Commodities

Author of Truth of the Stock Tape, Wall Street Stock Selector and The Tunnel Thru the Air
Member American Economic Assn Royal Economic Society

Cable Address

"Ganwade New Y ork"

FORECASTING

Every movement in the market is the result of a natural law and a cause which exists long before
the effect takes place and can be determined years in advance. The future is but a repetition of the
past, as the Bible plainly states:

Everything moves in cycles as a result of the natural law of action and reaction. By a study of the
past, | have discovered what cycles repeat in the future.

MAJOR TIME CYCLES

There must always be a major and a minor, a greater and a lesser, a positive and a negative. In
order to be accurate in forecasting the future, you must know the major cycles. The most money is
made when fast moves and extreme fluctuations occur at the end of mgjor cycles.

| have experimented and compared past markets in order to locate the major and minor cycles and
determine what years in the cycles repeat in the future. After years of research and practical tests, |
have discovered that the following cycles are the most reliable to use:

GREAT CYCLE —MASTER TIME PERIOD — 60 YEARS:

This is the greatest and most important cycle of all, which repeats every 60 years or at the end of
the third 20-year cycle. You will see the importance of this by referring to the war period from
1861 to 1869 and the panic following 1869; also 60 years later — 1921 to 1929 — the greatest bull
market in history and the greatest panic in history followed. This proves the accuracy and value of
this great time period.

50-YEAR CYCLE:

A major cycle occurs every 49 to 50 years. A period of "jubilee” years of extreme high or low
prices, lasting from 5 to 7 years, occurs at the end of the 50-year cycle. "7" is a fatal number
referred to many times in the Bible. It brings about contraction, depression and panic. Seven times "
7" equals 49, which is shown as the fatal evil year, causing extreme fluctuations.

88



30-YEAR CYCLE:

The 30-year cycle is very important because it is one-half of the 60-year cycle or great cycle and
contains three 10 year cycles. In making up an annual forecast of a stock, you should always make a
comparison with the record 30 years back.

20-YEAR CYCLE:

One of the most important time cyclesis the 20-year cycle or 240 months. Most stocks and the averages
work closer to this cycle than to any other. Refer to analysis of the "20-year forecasting chart" given
later.

15YEAR CYCLE:

Fifteen years is three-fourths of a 20-year cycle and most important because it is 180 months or one-half of a
circle.

10-YEAR CYCLE:

The next important major cycle is the 10-year cycle, which is one-half of the 20-year cycle and one-sixth of the
6-year cycle. It is also very important because it is 120 months or one-third of a circle. Fluctuations of the same
nature occur which produce extreme high or low every 10 years. Stocks come out remarkably close on each
even 10-year cycle.

7-YEAR CYCLE:

Thiscycleis 84 months. Y ou should watch 7 years from any important top and bottom. 42 months or one-half of
this cycle is very important. You will find many culminations around the 4 month. 21 months or Y/, of this
cycleis aso important. The fact that some stocks make top or bottom 10 to 11 months from the previous top or
bottom is due to the fact that this period is one-eighth of the 7-year cycle.

Thereisan 84-year cycle, which is 12 times the 7-year cycle, which isvery important to watch. One-half of thiscycle
is42 years — 1/4 is 21 years, and 1/8 is 10 /2 years. Thisis one of the reasons for the period of nearly 11 years
between the bottom of August 1921 and the bottom of July 1932. A variation of this kind often occurs at the end of a
greet cycle or 60 years. Bottoms and tops often come out on the angle of 135 degrees or around the 135th month or
11 Y,-year period from any important top or bottom.

5YEAR CYCLE:

This cycleis very important because it is one-half of the 10-year cycle and ¥/, of the 20-year cycle. The smallest
compete cycle or workout in amarket is 5 years.

MINOR CYCLES:

The minor cycles are 3 years and 6 years. The smallest cycle is one year, which often shows a change in the
10th or 11th month.

RULESFOR FUTURE CYCLES

Stocks move in 10-year cycles, which are worked out in 5-year cycles—a 5-year cycle up and a 5-year cycle
down. Begin with extreme tops and extreme bottoms to figure all cycles, either major or minor.
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RULE 1— A bull campaign generally runs5 years-2 years up, 1 year down, and 2 years up, completing a 5-year cycle.
The end of a5-year campaign comesin the 59th or 60th months. Always watch for the change in the 59t" month.

RULE 2 — A bear cycle often runs 5 years down — the first move is 2 years down, then 1 year up, and 2 years
down, completing the 5-year downswing.

RULE 3 — Bull or bear campaigns seldom run more than 3 to 3% years up or down without amove of 3 to 6 months
or oneyear in the opposite direction, except at the end of major cycles, like 1869 and 1929. Many campaigns culminate
in the 23rd month, not running out the full two years. Watch the weekly and monthly charts to determine whether the
culmination will occur inthe 23rd, 24th, 27th or 30th month of the move or in extreme campaignsin the 34th to 35th or
41St to 42nd month.

RULE 4 — Adding 10 years to any top will give you the top of the next 10-year cycle, repeating about the
same average fluctuations.

RULE 5 — Adding 10 years to any bottom will give you the bottom of the next 10-year cycle, repeating the
same kind of year and about the same average fluctuations.

RULE 6 — Bear campaigns often run out in 7-year cycles, or 3 years and 4 years from any complete bottom.
From any complete bottom of acycle, first add 3 yearsto get the next bottom; then add 4 years to that bottom to
get the bottom of the 7-year cycle. For example: 1914 bottom — add 3 years, gives 1917, low of panic; then add
4 yearsto 1917, gives 1921, low of another depression.

RULE 7 — To any fina major or minor top, add 3 years to get the next top; then add 3 years to that top, which
will give the third top; add 4 years to the third top to get the fina top of a 10-year cycle. Sometimes a change in
trend from any top occurs before the end of the regular time period; therefore you should begin to watch the
27th, 34th, and 42nd months for areversal.

RULE 8 — Adding 5 years to any top will give the next bottom of a 5-year cycle. In order to get top of the next
5-year cycle, add 5 years to any bottom. For example: 1917 was the bottom of a big bear campaign; add 5 years
gives 1922, top of a minor bull campaign. Why do | say; "Top of a minor bull campaign?' Because the major
bull campaign was due to end in 1929.

1919 was top; adding 5 years to 1919 gives 1924 as a bottom of a 5-year bear cycle. Refer to Rules 1 and 2,
which tell you that a bull or bear campaign seldom runs more that 2 to 3 years in the same direction. The bear
campaign from 1919 was 2 years down-1920 and 1921; therefore, we only expect a one-year rally in 1922; then
two years down — 1923 and 1924, which compl etes the 5-year bear cycle.

Looking back to 1913 and 1914, you will see that 1923 and 1924 must be bear years to complete the 10-year
cycle from the bottoms of 1913-14. Then, note 1917 bottom of a bear year, adding 7 years gives 1924 also as a
bottom of abear cycle. Then, adding 5 yearsto 1924 gives 1929 top of acycle.

FORECASTING MONTHLY MOVES

Monthly moves can be determined by the same rules as yearly:

Add three months to an important bottom, and then add 4, making seven, to get minor bottoms and reaction
points.
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In big upswings a reaction will often not last over two months, the third month being up, the same rule asin
yearly cycle-2 down and the third up.

In extreme months, a reaction sometimes only lasts 2 or 3 weeks; then the advance is resumed. In this way, a
market may continue up for 12 months without breaking a monthly bottom.

In a bull market, the minor trend may reverse and run down 3 to 4 months, then turn up and follow the main
trend again.

In a bear market, the minor trend may run up 3 to 4 months, then reverse and follow the main trend, although, as
agenera rule, stocks never rally more than 2 months in a bear market; then start to break in the 3rd month and
follow the main trend down.

FORECASTING WEEKLY MOVES

The weekly movement gives the next important minor change in trend, which may turn out to be a major
changein trend.

In abull market, a stock will often run down 2 to 3 weeks, possibly four, then reverse and follow the main trend
again. Asarule, the trend will turn up in the middle of the third week and close higher at the end of the third week,
the stock only moving 3 weeks against the main trend. In some cases the change in trend will not occur until the
fourth week, then the reversal will come and the stock will close higher at the end of the forth week.

Reverse this rule in a bear market.

In rapid markets with big volume, a move will often run 6 to 7 weeks before a minor reversal in trend, and in
some cases, like 1929, these fast moves last 13 to 15 weeks or /, of a year. These are culmination moves up or
down.

As there are 7 days in a week and seven times seven equals 49 days or 7 weeks, this often marks an important
turning point. Therefore, you should watch for atop or bottom around the 49th to 52nd day, although at times a
change will start on the 42nd to 45th day, because a period of 45 days is 1/8 of a year. Also, watch for
culmination at the end of 90 to 98 days.

After amarket has declined 7 weeks, it may have 2 or 3 short weeks on the side and then turn up, which agrees
with the monthly rule for a change in the third month.

Always watch the annual trend of a stock and consider whether it isin abull or bear year. In abull year, with the
monthly chart showing up, there are many times that a stock will react 2 or 3 weeks, then rest 3 or 4 weeks, and
then go into new territory and advance 6 to 7 weeks more.

After a stock makes top and reacts 2 to 3 weeks, it may then have arally of 2 to 3 weeks without getting above the
first top, then hold in a trading range for several weeks without crossing the highest top or breaking the lowest
week of that range. In cases of this kind, you can buy near the low point or sall near the high point of that range
and protect with a stop loss order 1 to 3 points away. However, a better plan would be to wait until the stock shows
adefinite trend before buying or selling; then buy the stock when it crosses the highest point or sell when it breaks
the lowest point of that trading range.

FORECASTING DAILY MOVES

The daily movement gives the first minor change and conforms to the same rules as the weekly and monthly
cycles, although it is only aminor part of them.
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In fast markets, there will be a 2-day move in the opposite direction to the main trend and on the third day, the
upward or downward course will be resumed in harmony with the main trend.
A daily movement may reverse trend and only run 7 to 10 days; then follow the main trend again.

During a month, natural changes in trends occur around

6thto 7th  14th to 15th 23rd to 24th
Oth to 10th 19th to 20th 29th to 31st
Those minor moves occur in accordance with tops and bottoms of individual stocks.

It is very important to watch for a change in trend 30 days from the last top or bottom. Then watch for changes
60, 90, 120 days from tops or bottoms. 180 days or six months, this is very important and sometimes marks
changes for greater moves. Also around the 270th and 330th day from important tops or bottoms, you should
watch for important minor and often major changes.

January 2nd to 7th and 15th to 21st:

Watch these periods each year and note the high and low prices made. Until these high prices are crossed or low
prices broken, consider the trend up or down.

Many times when stocks make low in the early part of January, this low will not be broken until the following
July or August and sometimes not during the entire year. This same rule applies in bear markets or when the
main trend is down. High prices made in the early part of January are often high for the entire year and are not
crossed until after July or August. For example:

U. S. Steel on January 2, 1930 made alow at 166, which was the half-way point from 1921 to 1929, and again
on January 7, 1930 declined to 167%,. When this level was broken, Steel indicated lower prices.

July 3rd to 7th and 20th to 27th:

The month of July, like January, is a month when most dividends are paid and investors usually buy stocks
around the early part of the month. Watch those periods in July for tops or bottoms and a change in trend. Go
back over the charts and see how many times changes have taken place in July, 180 days from January tops or
bottoms. For example:

July 8, 1932 was low; July 17, 1933, high; and July 26, 1934 low of the market.
HOW TODIVIDE THE YEARLY TIME PERIOD

Divide the year by 2 to get 6 months, the opposition point or 180-degree angle, which equals 26 weeks.
Divide the year by 4 to get the 3 months' period or 90 days or 90 degrees each, which is/, of ayear or 13 weeks.
Divide the year by 3 to get the 4 months' period, the 120 degree angle, which is 1/3 of ayear or 17-1/3 weeks.

Divide the year by 8, which gives 1 ¥/, months, 45 days and equals the 45 degree angle. Thisis also 6 /, weeks,
which shows why the 7th week is always so important.
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Divide the year by 16, which gives 22 1/, days or approximately 3 weeks. This accounts for market movements
that only run 3 weeks up or down and then reverse. As a genera rule, when any stock closes higher the 4th
consecutive week, it will go higher. The 5th week is also very important for a change in trend and for fast moves
up or down. The fifth is the day, week, month, or year of ascension and always marks fast moves up or down,
according to the major cycle that is running ouit.

BULL AND BEAR CALENDAR YEARS

By studying the yearly high and low chart and going back over along period of time, you will see the yearsin
which bull markets culminate and the years in which bear markets begin and end.

Each decade or 10-year cycle, which is 1/10th of 100 years, marks an important campaign. The digitsfrom 1 to
9 are important. All you haveto learn isto count the digits on your fingersin order to ascertain what kind of a
year the market isin.

No. 1in anew decadeis ayear in which abear market ends and a bull market begins. Look up 1901, 1911, 1921.

No. 2, or the second year, is ayear of aminor bull market, or arally in a bear market will start at some time.
See 1902, 1912, 1922, 1932.

No. 3 starts a bear year, but theraly from the 2" year may run to March or April before culmination, or a decline from
the 2nd year may run down and make bottom in February or March, like 1933. Look up 1903, 1913, 1923.

No. 4 or the 4th year, is a bear year, but ends the bear cycle and lays the foundation for a bull market. Compare
1904, 1914.

No. 5 or the 5th year, is the year of Ascension, and avery strong year for a bull market. See 1905, 1915, 1925,
1935.

No. 6 isabull year, in which a bull campaign, which started in the 4th year, ends in the Fall of the year and a
fast decline starts. See 1896, 1906, 1916, 1926.

No. 7 isabear number and the 7t" year is a bear year, because 84 months or 84%/, degrees is 7/8 of 90. See 1897,
1907, 1917, but note 1927 was the end of a 60-year cycle, so there was not much decline.

No. 8 isabull year. Prices start advancing in the 7th year and reach the 90th month in the 8th year. Thisisvery
strong and a big advance usually takes place. Review 1898, 1908, 1918, 1928.

No. 9, the highest digit and the Sth year, is the strongest of al for the bull markets. Final bull campaigns culminate in
this year after extreme advances and prices start to decline. Bear markets usudly start in September to November a
the end of the 9th year and a sharp decline takes place. See 1869, 1879, 1889, 1899, 1909, 1919, and 1929 - the year
of the greatest advances, culminating in the fall of the year, followed by a sharp decline.

No. 10 is a bear year. A rally often runs until March and April; then a severe decline runs to November and
December, when a new cycle begins and another rally starts. See 1910, 1920, 1930.

In referring to these numbers and these years, we mean the calendar years. To understand this, study 1891 to
1900, 1901 to 1910, 1911 to 1920, 1921 to 1930, and 1931 to 1939.

The 10-year cycle continues to repeat over and over, but the greatest advances and declines occur at the end of
the 20-year and 30-year cycles, and again at the end of the 50-year and 60-year cycles, which are stronger than
the others.
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IMPORTANT POINTSTO REMEMBER IN FORECASTING

TIME is the most important factor of all and not until sufficient time has expired does any big move, up or
down, start. The time factor will overbalance both space and volume. When time is up, space movement will
start and big volume will begin, either up or down. At the end of any big movement— with monthly, weekly or
daily—time must be allowed for accumulation or distribution.

Consider each individual stock and determine its trend from its position according to distance in time from
bottom to top. Each stock works out its 1, 2, 3, 5, 7, 10, 15, 20, 30, 50, and 60-year cycles from its own base or
bottoms and tops, regardless of the movements of other stocks, even those in the same group. Therefore, judge
each stock individually and keep weekly and monthly charts on them.

Never decide that the main trend has changed one way or the other without consulting the angles from top to
bottom and without considering the position of the market and cycle of each individual stock.

Always consider the annual forecast and whether the big time limit has run out or not before judging a reverse
move. Do not fail to consider the indications on time, both from main tops and bottoms, also volume of sales
and position on geometrical angles.

A daily chart gives the first short change, which may run for 7 to 10 days; the weekly chart gives the next
important change in trend; and the monthly the strongest. Remember, weekly moves run 3 to 7 weeks, monthly
moves 2 to 3 months or more, according to the yearly cycle, before reversing.

YEARLY BOTTOMSAND TOPS: Itisimportant to note whether a stock is making higher or lower bottoms
each year. For ingtance, if astock has made a higher bottom each year for five years, then makes alower bottom than the
previous year, itisasign of areversd and may mark along down cycle. The same rule gpplies when stocks are making
lower tops for anumber of yearsin abear market.

When extreme advances or declines occur, the first time the market reverses over 1/4 to 1/2 of the distance
covered in the previous movement, you consider that the trend has changed, at least temporarily.

It is important to watch space movements. When time is running out one way or the other, space movements
will show areversal by breaking back over 1/4, 1/3 or 1/2 of the distance of the last move from extreme low to
extreme high, which indicates the main trend has changed.

Study al theingructionsand rulesthat | have given you; read them over several times, as each time they will become
clearer to you. Study the charts and work out the rules in actual practice as well as on past performance. In this way,
you will make progress and will redlize and appreciate the value of my method of forecasting.

HOW TO MAKE UP ANNUAL FORECASTS

| have stated before that the future is but a repetition of the past; therefore, to make up a forecast of the future,
you must refer to the previous cycles.

The previous 10-year cycle and 20-year cycle have the most effect in the future, but in completing a forecast, it
is best to have 30 years past record to check up, as important changes occur at the end of 30-year cycles. In
making up my 1935 forecast on the general market, | checked the years 1905, 1915, and 1925. For the 1929
forecast, | compared 1919 —10 years back, 1909 — 20 years back, 1899 — 30 years back, and 1869 — 60
years back, the great cycle.

Y ou should also watch 5, 7, 15, and 50 year periodsto seeif the market is repesting one of these closaly.
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MASTER 20-YEAR FORECASTING CHART
1831-1935

In order to make up an annual forecast, you must refer to my Master 20-Y ear Forecasting Chart and see how
these cycles have worked out and repeated in the past.

As stated before, the 20-year cycle is the most important cycle for forecasting future market movements. It is
one-third of the 60-year cycle and when three 20-year cycles run out, important bull and bear campaigns
terminate.

In order for you to see and study how these cycles repeat, | have made up a chart of 20-year cycles, beginning
with the year 1831. To show all of these cycles from 1831 to date, we have carried thru on this chart the monthly
high and low on railroad and canal stocks from 1831 to 1855. Beginning with 1856, we have used the W. D.
Gann Averages on railroad stocks until the beginning of the Dow-Jones Averages in 1896. After that, we used
the Dow-Jones Industrial Stock Averages.

After the end of the 20-year cycle in 1860,
the next cycle begins at 1861 and runsto 1880,

the next cycle begins at 1881 and runs to 1900,
the next cycle begins at 1901 and runsto 1920,

the next cycle begins at 1921 and runs to 1940.

By placing the monthly high and low pricesfor each of those 20-year periods above each other, it is easy to see how
the cyclesrepesat. The year of the cycles are marked from "1" to "20." Study the chart and note what happened in the
8th and 9th year of each cycle —extreme high prices have always been reached. For example:

1929 FORECAST:

According to my discovery of the 60-year cycle, | figured that 1929 would repeat like 1869, 1909, and 1919. L ooking
back 20 years, we find that top was reached in August 1909, and 60 years before, top was reached in July 1869. If
you will read my Annua Forecast for 1929, you will seethat | had figured the top must come no later than the end of
August and stated that a "Black Friday" would come in September. Strictly following the 1869 top, the top would
have comein July, 1929, and some stocks did make top &t that time. Following the 1909 top, we could expect top in
August, and the actud high of the averages and many individua stocks was reached on September 3, 1929. Going
back to 1919, we find that the averages made first top in July and a big decline followed, but extreme high was made
inthe early part of November.

From all of these tops— 1869, 1909, and 1919 — sharp declines followed in the fall of the year, just asthey did
in 1929. Therefore, you see how easy it was to follow this great advance and determine when it would
culminate. There is no other way, outside of using the 20 and 60-year cycle that we could have forecast this
great bull campaign and its culmination so closely in 1929. (See the Excd file called 1929WD-Gann.)

1869-73 VS. 1929-33:

After the 1869 top, stocks continued to decline and reached low in November 1873. See how many other bottoms
were reached around thistime in other cycles. After the big decline from 1929, notice that in October 1933
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the last low was reached on the Dow-Jones Averages; then followed an advance to new high levels, crossing the top
of July 1933.

1935 FORECAST:

Figuring out the forecast for 1935, we see on this 20-year chart that we are running against 1855, 1875, 1895, and
1915; therefore, we look to see what happened in those years. We find that in 1895 the high was reached in
September; in 1915, the high of the year was reached in December.

Then, look back at 1865, 1885, 1905, and 1925, the years in the 5th zone or the 10-year cycles. We find that in 1865
the high was reached in October; in 1905, the high was in October; in 1925, the high was in November.

Then, we would have agood guide in making up the forecast for 1935 and would know what months to watch for top
and a change in trend. My annual forecast for 1935, which was made up in October 1934, indicated top for October
28 and a secondary top for November 15-16, 1935.

There are other ways of using the chart to your advantage. One method of determining the trend is to compare the
years of previous cycles in the same zone. For example, after the Dow-Jones 30 Industrial Averages crossed 108 in
May 1935 they were above the average high price of al the previous years in the 15th year zone. Therefore, the
market indicated higher prices and showed that there would be a bull campaign.

1936 FORECAST:

If we wish to make up a forecast for the year 1936, we compare the years in the 16th year zone, viz. 1856, 1876,
1896, and 1916. As 60 years back is a very important cycle, we look at 1876 first, then 1896, and 1916.

1876 — We find that the averages run up and reach high in March, then decline to the end of the year.

1896 — Next, we look at 1896, which is 40 years back, or two 20-year cycles, a very important presidential election
year, just as 1936 will be. We find that there was a moderate rally into February, a decline to March, then asmall rally
to May, from which a panicky decline followed, culminating on August 8, 1896, with the averages at the lowest levels
inyears. From that point abull campaign started, with prices working higher to December.

1916 — The next important cycle is 20 years later, or 1916. We find that prices declined in January, rallied
moderately in February, then declined sharply to April, rallied to June, then declined and made bottom in July, from
which abig bull campaign started, making top in November 1916, in a war market. A panicky decline followed from
the latter part of November into December.

This completes our comparison of the 60, 40, and 20-year cycles back from 1936. Next, we look up the cycles on the
other side of the chart, in the 6th year of the 20-year cycle, or the 6th zone, or the 10-year cycles. These years are
1866, 1886, 1906, and 1926.

1866 — We find that in 1866 there was a sharp decline, reaching bottom in February; then an advance, with top of
the year in October.

1886 — We find a sharp decline and bottom in January, a moderate rally into March, then a sharp decline in new
lows in May; a sharp advance, reaching high in November, and a sharp decline in December.

1906 — The next important cycle to consider is 1906. In that year the great McKinley boom, which began in 1895,
culminated. The railroad averages reached the highest price in history up to that time. From the high of January, a
sharp decline followed to May. Much of this selling was caused by the San Francisco earthquake. Then, there was a
rally into June, followed by a sharp declineto low in July, with the bottom just slightly higher than the
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low of May. From this low, there was an advance to September, when another top was made, but lower than the
top in January; then followed a decline into December and a panic followed in 1907.

1926 — The next important 10-year cycle to consider is 1926, when the great Coolidge bull campaign was
under way. From the low in December 1925, stocks rallied to February 1926 then had a sharp decline to March,
some stocks breaking as much as 100 points. From this bottom, there was a sharp advance to new high levels,
reaching top in August; then another sharp decline to bottom in October, from which arally followed to
December, but stocks did not get back to the high until August that year.

Now, when | get ready to make up my forecast for 1936, | will consider all of these cycles. | will go back and
also check the 7-year, the 14-year and 15-year cycles, which is half of the 30-year cycle. However, at this
writing, with my knowledge and experience of the future cycles, | expect the 1896 cycle to repeat in 1936.

1936 is likely to be a very uncertain election year just as it was in 1896, when the Bryan silver scare caused a
panicky decline into August. There is a possibility of a three-cornered fight, with two Democratic presidential
candidates and one Republican. There certainly is going to be atime during 1936 when the investors are going
to get scared and speculators are going to get scared and sell stocks, causing sharp declines.

My opinion, a thiswriting, isthat the first decline will start in the month of January and wind up with a sharp decline.
In February, the market may drift along in anarrow, trading range with somerallies, but there will be another decline
inthe month of March, just astherewasin 1926. | am confident that there will be another break in the months of May
and June, especidly in the latter half of May, as this will be running out four years from the 1932 low and 6 years
from April 1930 high, all of which are indications of important changesin trend.

We know that presidential nominations will take place in July; therefore, thisis a month to watch for uncertainties
and declines, unless sharp declines have come before that time. The ending of the cycle from 1896 in August is
quite important and regardless of how high or low stocks are, there are likely to be some sharp declines before the
end of August. Again, in the last half of September, uncertain conditions and possibility of sharp declines are
indicated. This may mark the last low and an election rally may start if there are indications of a change in
administration by the election of a Republican president, which, | believe, at thiswriting, will happen.

September, October, and November are all important because these months are 7 years from the top in September
1929 and 7 years from the panicky decline in October and November 1929. | would expect araly to take place after
the eection in November, which would last anyway until the early part of December. If conditions show signs of
improvement and if people are satisfied with the man elected, and then the advance will probably continue into
December, with high prices around the end of the year.

This is merely a general outline | am giving without completing all of my calculations and making up the
Annual Forecast in detail.

INDIVIDUAL STOCK S

| have told you before that you should not depend upon the averages to forecast the trend of individual stocks.
These averages give you the general trend, and while many stocks will follow this average trend, you should
figure out each stock individually and let its position on geometrical angles and time periods determine the
different monthsin the year when the stock islikely to make many tops and bottoms.

Take any individual stock and make up a chart like the Master Forecasting Chart, carrying it across 10 years or
20 years, and see how its tops and bottoms come out. | have made up a chart of the 10-year cycleson U. S. Steel
and also a chart of the 20-year cycles, and | am always glad to furnish these charts to students of my course on
forecasting so that they may study the individual stocks and be convinced that the theory will work on an
individual stock even better than it will work on the averages.
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No man can study the Master 20-year Forecasting Chart and the cycles without being convinced that the time cycles do
repeat at regular intervals and that it is possible to forecast future market movements. By studying resistance levels,
geometrical angles, and volume of sales in connection with the cycles, you can determine when the trend is changing at
the end of campaigns.

FAST MOVESAND CULMINATIONSAT IMPORTANT TIME PERIODS

It isimportant to go over the monthly chart of Industrial or Railroad averages or any individual stock and look up the
months when fast advances and fast declines have occurred and figure the number of months from any important top
and bottom.

Watch how bottoms and tops come out on the important geometrical angles or proportionate parts of the circle of 360
degrees, which are:

These angles measure the time periods. Always watch what happens around 45, 60, 90, 120, 135, 180, 225, 240, 270,
300, 315, and 360 months from any important top or bottom, as al of these angles are very strong and important, just
the same as the 45-degree angle, and indicate strong culmination points.

REVIEW OF DOW-JONES INDUSTRIAL STOCKSFROM 1896:

Go back to the extreme low of August 1896 —

1897 — A secondary low was recorded in April 1897. We find that there was a fast advance in the 13th to 13th months
from August 1896 low.

1898 — A fast advance occurred in the 16th and 24th months from the bottoms of 1897 and 1896, and afast declinein
the 17th and 25th months.

1899 — A bull year, fast advance occurred in the 29th to 32nd months from 1896 and in the 21st to 24th month from
the 1897 bottom. Fast declines occurred in the 40th and 32nd months from these bottoms.

1900 — Fast advance 42nd to 44th month from 1897 and 50th to 52nd months from 1896 bottom.

1901 — A fast decline on the 49th month from 1897 and 57th month from 1896 low. Top reached in June.

1903 — A bear year. In the 22nd to 28th month from 1901 top, a fast decline — also 72nd to 78th months from 1897
bottom and 80th to 86th months from 1896 bottom. Bottom reached in October and November 1903.

1904 — Fast advance, 12 to 14 months from 1903 bottom.

1905 — Fast moves up in the 16th to 18th months; fast decline in the 19th month and a fast advance in the 25th to 27th
months from 1903 bottom.
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1906 — Top of campaign reached in January. Fast decline in the 3oth month from 1903 bottom.

1907 — Fast declinein the 14th month from 1906 top and in the 19th to 22nd months. Extremelow reached in November
1907, in the 135th month from 1896 bottom, 127 months from 1897 low, and 22 months from 1906 top.

1909 — Top of campaign reached in October 45 months from 1906 top and 23 months from 1907 bottom, 158
months from 1896.

1914 — July, a fast decline in the 57th month from 1909 top, 21 months from 1912 top. Extreme low of
campaign in December, 107 months from 1906 top, 26 months from 1912 top, 220 months from 1896 low, 84
months or 7 years from 1907 bottom, and 134 months from 1903 bottom.

1915 — Thiswasawar year. March and April — Fast advance on the 3rd and 4th month from the 1914 bottom. May
—A sharp, severe decline, 90 months from November 1907 bottom and 225 months from 1896 bottom. Note these
fast moves on a 90-degree angle and 225-degree angle, which is equal to a 45-degree angle, or 180 plus 45.

1916 — April — A sharp decline, 16 months from the 1914 bottom, 123 months from 1906 top, and 236 months
from 1896 low. September—Fast advance, 21 months from 1914 low, and 240 months from 1896 low, the end of the
20-year cycle, indicating an important change in trend. November —Top of a fast advance. Dow-Jones Industria
Averages at the highest price in history up to that time. This was 23 months from 1914 bottom and 243 months from
1896 bottom. December—A sharp decline, 24 months from 1914 bottom.

1917—August to December — A fast decline, 9 to 13 months from November 1916 top, 32 to 36 months from
the 1914 bottom, 117 to 121 months from the 1907 bottom, and 252 to 256 months from 1896 low.

1919 — A fagt advance started in February and lasted until July. Thiswas 27 to 32 months from the 1916 top, and 50
to 55 months from 1914 low. February 1919 was 135 months from the 1907 low and 270 months from 1896 bottom.
The 135th and 270th months, being 3/8 and ¥/, of the circle were very important for changes in trend and starting of
moves. October and early November — Find top, 36 months from 1916 top. November — A panicky decline, 23
months from 1917 low, 59 months from 1914 bottom (end of a5-year cycle), and 279 months from 1896 bottom.

1920 —November and December —A fast decline, 12 to 13 months from 1919 top, 35 to 36 monthsfrom 1917 low, 72
months from 1914 bottom, 157 months from 1907 bottom, and 291 to 292 months from 1896 bottom.

1921 — August — Low of bear campaign, 21 months from 1919 top, 80 months from 1914 bottom, 165 months
from 1907 bottom, and 300 months from 1896 bottom.

1924 — May — Thelast low was made, from which afast advance started one of the greatest bull campaignsin
history, ending in 1929. This was 54 months from the 1919 top, 33 months from 1921 low, 113 months from
1914 low, and 333 months from 1896 low.

1926 — March — A big decline, with some stocks declining 100 points. This was 23 months from May 1924 low, 29
months from 1923 low, 55 months from 1921 low, 135 months from 1914 low, and 355 months from 1896 low. August
— Stocks reached the highest price up to that time, the Dow-Jones Industrial Averages sdlling at 166. This was 27
months from May 1924 low, 34 months from October 1923 low, 60 months from 1921 bottom, 225 months from 1907,
and 360 months or 30 years from 1896 low. Then a 20-point decline followed to October, which was 2 monthsin anew
30-year cyclefrom the bottom of 1896.

1928 and 1929 were years of some of the fastest movesin history.

1929 — May to September — One of the fastest moves, advancing nearly 100 points on averages. Final highin
September. Thiswas:
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118 months from 1919 top. 97 months from August 1921 low.
240 months from 1909 top. 177 months from 1914 low.
42 months from March 1926 low. 262 months from 1907 low.

64 months from May 1924 bottom. 37 months in the second cycle of 30 years from 1856 low.

71months from October 1923 low.

Note the strong time angles on the monthly chart running out in October and November, 1929, which
are 32, 40, 45, 67 /,, 75, 120, 180.

1930 — April — Last top before another big decline. This was 49 months from March 1926 low, 71
months from 1924 low, and 78 months from 1923 low. May — A sharp decline. This was 270 months
from 1907 low and 45 months in the second cycle from 1896 low. Then there were fast declines to
1931.

1931 — September — A decline of 46 points on the Dow-Jones Averages. This was 24 months from
the 1929 top, 95 and 86 months from 1923 and 1924 lows, 121 months or the beginning of anew 10-
year cycle from the 1921 low, 201 months from 1914 low, and 61 months in the new cycle from 1896.

1932 — July 8th — Extreme low of the bear campaign was reached. This was 71 months from in the
new cycle from 1896 low. 131 months from 1921 low, 105 and 96 months from 1923 and 1924 lows,
27 months from April 1930 top, and 34 months from the 1929 top. August and September — A sharp,
fast advance in stocks. This was 35 and 36 months from 1929 top, 28 and 29 months from April 1930
top, 72 and 73 months in the new cycle from 1896 low, and 132 to 133 months from 1921 low.

1933 - April to July — A fast advance. This was 43 to 45 months from the 1929 top. Always watch
for culminations around the 45th month and multiples of 45. It was also 36 to 39 months from the
1930 top, 9 to 12 months from 1932 low, and 80 to 83 months in the new cycle from 1896, or running
out a 7-year cycle in the new 30-year cycle. October 1933 — Low of reaction, 42 months from April
1930 top, 49 months from 1929 top, and 15 months from 1932 low.

1934 — February — Top. Thiswas 46 months from 1930 high, 53 months from 1929 high, 12 months
from 1933 low, 19 months from 1932 low, and most important of all, 90 months into the new 30-year
cycle from August 1926. From this top, a sharp decline followed. July — This marked the last low
before a big bull campaign started. This was 58 months from 1929 top, 51 months from the 1930 top,
24 months from 1932 low, and 95 months or ending of the 8th year in the new cycle from 1896.
Going into the 9th year of this cycle, the market indicated a big bull campaign to follow in 1935 as
explained before.

Go over individual stocks and work out their cycles in the same way. Look up the months when
extreme highs and lows have been made and note the months from each bottom and top when fast
advances and fast declines have taken place. By keeping up the time periods from important tops and
bottoms, you will know when important time periods are running out and when a change in trend is
likely to take place. Also watch the seasonal changes in trend around March to April, September to
October, and November to December.

All of this will help you to pick the stocks that are going to have the greatest advances and the ones
that are going to have the greatest declines. The more you work and study, the more you will learn and
the greater profits you will make.
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NEW YORK STOCK EXCHANGE PERMANENT CHART

This master chart is a square of 20, or 20 up and 20 over, making atotal of 400, which can be
used to measure days, weeks, months or years, and to determine when tops and bottoms will be
made against strong angles as indicated on this permanent chart. This chart works out the 20-
year cycles remarkably well because it is the square of 20. For example:

The New Y ork Stock Exchange was incorporated on May 17, 1792. Therefore, we begin at 0" on
May 17, 1793. 1793 ends on "1," when the Stock Exchange was one year old. 1812 will come out
on 20, 1832 on 40, 1852 on 60, 1872 on 80, 1892 on 100, 1912 on 120, and 1932 on 140. Note that
140, or 7 times 20, in 1932 is equal to a 90-degree angle and is at the top of the 7th zone or the 7th
gpace over, which indicated that 1932 was the ending of a bear campaign and great cycle and the
starting of a bull market. We would watch for a culmination around May to July 1932 and the
cycleended May 17, 1792.

Y ou will notice that the numbers which divide the square into equal parts, run across 10, 30, 50, 70,
90, 110, etc., and that the year 1802 comes out on 10, the year 1822 on 30, the year 1842 on 50, the
year 1862 on 70. Note that the year 1861, when the Civil War broke out, was on the number 69,
which is on a45-degree angle. Then note that 1882 ended in May on the 90-degree angle and at the *
/, point, 180-degree angle, running horizontally across.

Againin 1902 it was at 110, the ¥/, point, and in 1903 and 1904 hit the 45 degree angle. Note
that the years 1920 and 1921 hit the 45-degree angle on No. 129, and 1922-the first year of the
bull market- was at 130 at the ¥/, point.

Note that 1929 was on the 137th number, or 137 month, and hit an angle of 45-degrees, and that
the year 1930 was at the 1/, point on the 4th square, a strong resistance point, which indicated a
sharp, severe decline.

1933 was on 141 or the beginning of the 7th zone and at the center or halfway point of the 2nd
guarter of the square of 20, indicating activity and fast advances and fast declines.

The years 1934 and 1935, ending in May, were on 142 and 143, and 1936 comes out on the 45-
degree angle at the grand-center in the 8th Zone and at the half-way point of the 2" square,
going to Y/, of the total square, which indicated great activity.

Y ou can also use this chart from October 12, 1492, when Columbus discovered America. 1892
was end of 400 years or square of 20. 1932 was 40 years in the new square of 20.

You can use this square of 20 for time periods on individual stocks and for price resistance
levels.
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If you will study the weeks and months, aswel asthe years, and gpply them to these important points
and angles, you will see how they have determined the important tops and bottoms in the past
campagns.

FORECASTING WITH GANN'SCYCLES

The reason for using planets as a measurement for timing potentia changes in market trends is that
they are natural occurring units of time. Thisis not astrology! Many people will laugh at this concept
and say that it is a ridiculous theory. However, these same people have no problem in accepting
standard measurements of time such as days, weeks, months, and years. Thisiswhy Gann did not talk
or write about astrology or planetary cycles even though it was his main forecasting tool. If we
examine the typical measurements of time, we will see that they are al based upon planetary
movement. It just so happensto be the planet welive on.
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A day or 24 hours is Smply the amount of time it takes the Earth to rotate or spin 360 degrees on its
axis. A week is based on the lunar quarters; amonth is the amount of time it takes the Earth to move
through a zodiac sgn, or 30 degrees, which aso completes a 360-degree revolution of the moon
around the Earth. Findly ayear isthe amount of time it takes the Earth to complete an orbit around the
sun. Our entire concept of time is based upon planetary movement. So why should it seem "weird" to
use other naturally occurring time measurements! Isit so far fetched to believe that cycles are actualy
caused by planetary orbits? Even if the planets do not cause cycles, the orbits still represent a naturd
unit of time that may have some universa harmony that we are unaware of. Whatever your persond
beliefs are, the fact is that Gann used planetary orbits to time market movements. In the information
above, you have a reprint of Gann's Forecasting Course. Gann produced two different forecasting
courses, this one is rarer than the other one titled Forecasting by Time Cycles, which is typicaly
found in Gann's Master Coursesfor elther Stocks or Commodities. In the course provided, Gann gives
very specific rules for figuring out when the next top or bottom should be expected. It isimportant to
know that he is not talking about the typica calendar units of time. Since Gann's rules for using these
time cyclesisclearly laid out in the course, | am not going to discuss how to use these cycles. What |
am going to do is define in my own opinion about the actua planetary measurements that Gann was
redlly pointing the student towards increasing accuracy. All of these cycles are heliocentric orbits, not
geocentric. Because of the dliptica nature of planetary orbits and changing speeds due to perihdion
and aphdion, these important time periods do not typicaly equa the fixed units of time that Gann
wrote about in the course. This is why you must learn how to use these planetary clocks to master
Gann timing techniques!

GREAT CYCLE - 60 YEARS: This cydeis the third conjunction of the two largest planetsin the
solar system, Jupiter and Saturn. A conjunction between the two massive planets takes place every
twenty years and is dso Gann's 20-year cycle. (The appendix has a chart from Man in Cosmos that
illustrates the importance of conjunctions of Jupiter and Saturn on repesting patterns in the Dow Jones
Indudtrid Average. Note: This chart centers the cdendars of the price charts with geocentric Jupiter
conjunct the Sun. Thistime period isaso two complete Saturn orbits.

S0-YEAR CYCLE: Thiscycle of 49 to 50 years (a period of "jubileg") is related to 210 degrees of
Uranus which moves 30 degrees in 7 years. Other potentia cycles are 3/, conjunctions of Jupiter &
Uranus (every 14 years) or the geometric mean of Saturn and Uranus, which is dso equd to thistime
period. Gann dso describes this as being 225° to 240° in the second circle of 360°, the period of being
586 months.

30-YEAR CYCLE: Thisistheorhit of Ssturn.

20-YEAR CYCLE: Thisis the conjunction of Jupiter and Saturn. This period is also 2/3 of
Saturn's orbit.

15-YEAR CYCLE: Thisis '/, Saturn's orbit also conjunctions of Jupiter and Uranus (14 yrs.)
should be watched.
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10-YEAR CYCLE: 1/2 cycle of Jupiter/Saturn conjunctions. Also = 120 degrees of Saturn's
orbit.

7-YEAR CYCLE: 30 degrees of Uranus and also Y/, cycle of conjunctions with Jupiter and
Uranus.

5-YEAR CYCLE: Thisisthe secret of the hexagon chart. Each 5-year period is based on 60
degrees of Saturn completing all six sides of a cube or hexagon. It isaso Y/, of the
Jupiter/Saturn conjunction cycle.

MINOR CYCLES3AND 6 YEARS: Thisis90 and 180 degrees of Jupiter, respectively.
2-YEAR CYCLE: One Mars/'Saturn conjunction, one Mars orbit 1.88 years.

7-MONTH CYCLE: OneVenusorhit is 225 days.

3-MONTH CYCLE: One Mercury orbit (such as 10/18/99 — 1/14/00 Dow Jones Mercury
moved 360 degrees). Thisis also 90 degrees of the Earth's orbit.

1-MONTH CYCLE: One lunar orbit around the Earth, 30 degrees of the Earth and 1-degree
of Saturn

1-WEEK CYCLE: 90 degrees of the Moon's orhit.

Gann goes on to say: "Stocks move in 10-year cycles, which are worked out in 5-year cycles—a5-
year cycle up and a5-year cycle down. Begin with extreme tops and extreme bottoms to figure all
cycles, either mgjor or minor." From here on, he explains his rules for adding specific time periods
to tops and bottoms. Thisiswhere you need to use the planetary periods above to calculate the
future turning point.

You should pay close attention to Gann's instructions because he is specific about whether the
future date is supposed to be atop or bottom. Also, note that you may get conflicting cycles, i.e.,
one cycle may be forecasting a top and another bottom. This is why Gann said: "Time is more
important than price." Because when the time element comes in you will be able to visualy
determineif the market istopping or bottoming from its price action and trend. Cycles are additive,
S0 you must weigh the total number of topping cycles againgt the total number of bottoming cycles
to be completely accurate in forecasting a top or bottom. Thisis realy not important as far as the
timing is concerned.
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|MPORTANT FORMULASAND TECHNIQUES
FOR WORKING WITH PLANETARY CYCLES

Fird, it is a necessty that you learn and memorize the zodiac signs, zodiac symbols and degrees of the
circle, and the planetary symbals. Next, you should memorize the time required for aplanet to complete an
orbit around the sun. Y ou should dso memorize the time period required for conjunctions of the outer
planets with each other. To illustrate the importance of thislesson, | will provide afew smple examples.

At the stock market low, August 12, 1982, Saturn was at 23 degrees Libra. Adding 180 degrees to this
position gives 23 degrees Aries, which was hit April 22, 1998 where the vast mgority of Stock Market
I ndexes topped before correcting over 20%. In addition, Jupiter was a 13 degrees 45' Scorpio on August
12, 1982. Adding 540-degrees (360 + 180) yidds 13-degrees 45' of Taurus, which will be hit on March
23, 2000. Thisis the exact top of the 18-year bull market. Also notice that heliocentric Mars and Saturn
are conjunct a thistime, completing atwo-year cycle. In addition, Marswas a 18-Taurus completing his
hexagon cycle.

The Asan Currency Panic occurred on October 22, 1997 with Mars at 18 degrees Capricorn. Adding
180 degrees (60+60+60) to Mars gives 18 degrees Cancer, which was the Russian Currency Panic
August 31, 1998! Thisis Gann's 1-year cycle that often shows achangein trend in the 10th or 11th
month.

Now wewill look at an example with the relationship of two planets. Thefirst thing you must remember
is that a pair of planets can never be more than 180 degrees gpart. Second, you must observe if the
planets are getting closer together (gpplying) or getting farther gpart (separating). | will give an example
of each; both will be updates from Four-Dimensonad Stock Market Structures & Cycles by Bradley
Cowan.

At themarket top January 29th, 1994 Saturnis @ 2 06' Pisces and Uranusis @ 22 28 Capricorn. Theangle
between thetwo is 332.10 — 292.47 = 39.63 degrees or 39-degrees 37 minutes of separaion. The planets
are getting farther gpart moving towards 180 or opposition. Adding 30 degreesto thisamount of separation
gives 69 37 which was the top of the S& P 500 index October 7th, 1997 just prior to the Adan Currency
Panic. Adding another 30 degrees gives 99 37, which will hit on January 28, 2001. The next sgnificant
turnwill comeat 7Y, (Y, of 15) + 99 37 = 104 37 sgparation or 7/25/2001. Y ou can kegp adding harmonics
of 30-\ degrees (15, 7Y, 3%) or harmonics of 45-degrees (22 Y,, 11 Y, 5 5/8ths) to caculate future cyde
turning dates. Once the number gets to 180, you have to subtract because the planets are no longer

separaing; they are goplying. For example 90 degrees + 89 37' = 179 37. If we want to caculate the next
30-degree cycle date we would do the following: 180 —179 37 = 23 minutes. This is the amount of

movement | eft before the planets start gpplying. 30 degrees minus 23 minutes = 29 37'. Thisisthe amount
we have to subtract from 180 (maximum separation) to caculate the next angle relationship. 180 — 29 37
= 150 23. This example shows the math required for both separating and gpplying planet scenarios.

Remember that there are only 60' minutesin adegree.
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This process is very amilar to caculating time on a non-digital clock i.e., the old fashion second,
minute and hour hands. If you try to visudize the fast moving planets as the second hand and the
dower planets as the minute and hour hands, you will have a pretty good understanding of what is
physicaly happening between the planets. The next section isan article | wrote severad years ago that
should further help with your understanding of planetary cycles and market timing.

W.D. GANN'SSECRETSTO FORECASTING

Today there are so many "Gann Experts’ that are cashing in on the mysterious methods of W.D. Gann.
There aretons of books, severa courses, computer programs, trading systems or methods, etc., that lure
in the trading public, especidly commodities traders, incouraging them to spend their hard earned

money in the hopes of discovering the true "Holy Grail" techniques of Mr. Gann. | have personaly
pent countless sums of money over 15 years or more of persond study, in the pursuit of Gann's
methods. | redly have no ideawhat thetota find bill amountsto, but | can easily recal how much of it
was ava ue and how much of it was completejunk. | won't dam anyone or point the finger at authors of
materid that isof littlevalue. What | am willing to do is share my interpretation of Gann'swork with the
public in the form of abook. | never planned to write abook. But after al of the letters | received from
the two previous articles that | wrote for Traders World requesting that | offer more information, |

decided to put some information together that would be truly vauable to the "Holy Grall" seeker. To
prove my sincerity, and the vaue of thiswork, | will provide you with extremely vauable information
in thisarticle on forecasting.

The main attraction with Gann is forecasting! The idea that the future can be predetermined is a
fascinating concept. To truly understand Gann's methods, you must understand his concept of
time. Gann said that "Time Proves All Things' and that "Every movement in the market is the
result of a natural law and a cause which exists long before the effect takes place and can be
determined years in advance. The future is but a repetition of the past, as the Bible plainly
states."

"The thing that hath been, it is that which shall be; and that which is done is that which
shall be done, and there is no new things under the sun." Eccl 1:9.

Gann's Forecasting Course deds with the use of "Mgor Time Cycles"" Gann believed that

everything movesin cycles (circles) asaresult of the natural law of action and reaction. He has said, "
By a study of the past, | have discovered what cycles repesat in the future The problem that most
students of Gann run into is that they get caught up in trying to predict price. Gann dways said that
between the two, time was much more important than price. Knowing when to trade is the key to
Gann. | will now provide you with ashort term and along-term example based upon the ingtructions:
"Rulesfor Future Cycles' by W.D. Gann:
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Rule #4- Adding 10 years to any top, will give you the top of the next 10-year cycle, repeating
the same kind of year and about the same average fluctuations

To redly understand what Gann meant by thisrule, you have to understand his concept of time or what
he means by cause and effect. Gann was amaster mathemeatician, mason, and aso an astrologer! In fact,
most of Gann's recommended reading list dedls with astrology. Now, let'slook at what 10 years means
to Gann.

Primarily, 10 yearsis equal to %/, of a Jupiter and Saturn cycle. Secondly, 10 yearsis equal to
120-degrees of Saturn or two sides of the cube on his hexagon chart.

At the market top of August 25th, 1987, you will find that heliocentric Saturn has a longitude of 20
degrees 12' minutes Sagittarius and that heliocentric Jupiter's longitude is 19 degrees 44° minutes of
Aries. The angle between these two planetsis 119 degrees 32' minutes and they are separating. If we
add 120 degrees to Saturn (two five-year Sdes of the hexagon), we get 20 degrees 12' minutes Aries,
which occurred on January 13, 1998. If we use the angle between Jupiter and Saturn, then we must
find out when these two planets are 60 degrees gpart before the conjunction i.e., 180 degrees minus
119 32' = 60 degrees 28 minutes. This occurred around July 16, 1997. If you followed thiscycle asit
was presented in Bradley Cowan's book Four-Dimensional Stock Market Structures and Cycles you
would have been looking for an angle of 58 degrees, which happened on August 6' 1997. Brad'scycle
work is an excellent resource for understanding Gann's Forecasting Course. This example illustrates
the top-to-top relationship that Gann presented as rule #4 in his forecasting course. Both dates were
exact hitdl
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FORECASTING MONTHLY MOVES

A short-term example or forecasting rule is to add three months to an important bottom, then add
4, making 7, to get minor bottoms and reaction points.

Again, we have to decode Gann's definition of time. Three monthsis 360 degrees of Mercury. Adding 4,
making 7 months is 360 degrees of Venus. If you examine the recent low of October 18, 1999, you will

find heliocentric Mercury at 21 degrees Capricorn and Venus is a 1-degree 26' minutes of Gemini.

Looking in an ephemeris, we will find Mercury again at 21 Capricorn on January 14, 2000 (the exact top
of the Dow Jones before a 15% + correction). In addition, Venus returns to 1-26' Gemini on Tuesday,

May 30, 2000 for another potential turning point. At the time of thiswriting, March 15, 2000, the Venus
forecast is yet to be fulfilled so watch the market around this day! | hope that this information provesto
be vauablein your quest for knowledge, asthiswill be my last article. Onefind parting piece of wisdom
isthat when you think of cycles, think of throwing a stone into a pond of water. Each turning point in the
market starts a ripple effect that moves forward in time and affects the future. The more significant the
turning point, the larger the ripples. Just like throwing in a smal pebble and a large rock. It is obvious
that the large rock will overpower the ripples of the small pebble, making its effects non-distinguishable
a times. In these instances, record the position of the minor cycles at the time of the "mgor"” turn and
project these values into the future, dong with the old values, to see if the minor cycle has remained
unchanged or has synchronized itself with the larger cycles, "wheds within whedls." Thisis why Gann
said to work al cyclesfrom mgjor tops and bottoms in the market.

Also pay attention to April 12, 2000 and July 7, 2000, when Mercury hits 21-Capricorn for the 3' and
4th times, etc. The chart above has been updated so you can now see what happened.

Bonus Tip: Watch the market for trend changes when Helio-Venus transits. 2-Aries, 17-Taurus, 2-
Cancer, 17-Leo, 2-Libra, 17-Scorpio, 2-Capricorn and 17-Aquarius.
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THE MASTER PRICE AND TIME CHART
SQUARES1TO 33INCLUSIVE
PRICEAND TIME 1TO 1089

The Square of Nineis very important because nine digits are used in measuring everything. We
cannot go beyond 9 without starting to repeat and using the 0. If we divide 360° by 9, we get
40, which measures 40°, 40-months, 40-days, 40-weeks and shows why bottoms and tops often
come out on these angles measured by one-ninth of the circle. Thisiswhy the children of Israel
were 40-years in the wilderness.

If we divide our 20-year period or 240 months by 9, we get 26-2/3 months, making an important angle
of 26-2/3°, months, days or weeks. Nine times nine equds 81, which completes the first Square of
Nine. Note the angles and how they run from the main center (81 is on a45°angle from the center with
al the other "odd" number squares). The second Square of Nine is completed a 162. Note how thisis
in opposition to the main center (163 isin oppostion to the center, 162 is 1 digit off). Thethird Square
of Nineiscompleted a 243, which would equa 243 months or 3 months over our 20-year period and
accounts for the time, which often eapses before the change in cycle, sometimes running over 3
months or more. The fourth Square of Nine ends at 324. Note the angles of 45° crossa 325, indicating
a change in cycles. To complete the 360° requires four Squares ofNine and 36 over. Note that 361
equals asguare of 19 times 19, thus proving the greet vaue of the Square of Nine in working out the
important angles and proving discrepancies.

Beginning with "1" a the center, note how 7, 21, 43, 73, 111, 157, 211, 273, and 343 dl fdl on a45°
angle. Going the other way, note that 3, 13, 31, 57, 91, 133, 183, 241, and 307 dso fdl on an angle of
45°. Remember there are dways four waysyou can travel from acenter following an angle of 45°, or an
angle of 180° (3-dimensond objects), or an angle of 90°, which dl equa about the same when measured
on aflat surface. Note that 8, 23, 46, 77, 116, 163, 218, 281, and 352 are dl on an angle from the main
center; dso notethat 4, 15, 34, 61, 96, 139, 190, 249, and 316 are on an angle from the main center, dl of
these being great resi stance points and measuring out important time factorsand angles.

We have astronomical and mathematical proof of the whys and wherefores and the cause of
the workings of geometrical angles. When you have made progress, proved yourself worthy, |
will give you the Master Number and also the Master Word.

This chart starts with the square of 1 in the center, and moves clockwise around with the odd squares
coming out on the 45-degree angle. These numbersare 1, 9, 25, 49, 81, etc. The even squaresrun in
the opposite direction on a 45-degree angle, beginning with the square of 2, which is 4 and

continuing on thisangle (16, 36, 64, 100, etc.) This producesavariableintimeand priceof 2. That is
2 points in price, 2 days, 2 weeks, or two months in time. This chart proves why prices move so
much faster at higher levels, and measures exact resstance levelsin the squares.
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Example May soybeans extreme low 44 cents. Thisisin the square of 7, from 430 49 is 90 degrees.

When the price was a 436-%/,, from 421 to 441 covered 90 degrees. Therefore, to swing between these
angles required 20 points, while at the lower levelsit was only 5 points. It is the same with the time

periods. At the present time, May soybeansis in the 253rd month from December 28, 1932 and you

will note that from 241 to 257 is 90 degrees, or 16 paints, in price or 16 periods in months, weeks and

days. Y ou will note that the 253rd months is on the angle of 22Y2 degrees or 112V degrees from the
garting point and the opposite point of thisangleis January 13, making January 13to 15 important for a
change in trend. The time periods garting at the left and in the east beginning a& March 21 are the

seasond time periods, and to get the same position on time, you would start soybeans from December

28, which is just alittle past the seasond date of December 21, and January 15, which isjust 2 days
from the 22Y, degree angle, July 27, extreme low on May soybeansisjust beyond July 14, where the 22
Y/, degree angle comes out.

All of the important highs on May soybeans are marked with a green cirdle. The important lows are
marked with ared circle. Y ou will note that 44 centswas just one point away from the 45-degree angle (
43) and that 436%, the extreme high was on this 45-degree angle. Also on a green angle of 22/2

degrees. The extreme low on May beans, 67, on July 27, 1939, was on agreen angle of 22Y/, degrees,

and this angle runsto the date of August 31, and February 28th. Also 202/, degrees was on the same
linewith 67, and 405 wasjust 1-cent away from the angle of 221/, degrees or 406. From the important
highs and lows, | have drawvn 45-degree angles and 90-degree angles so you can see the important

resstancelevels.

Example: The recent high of 311/, on May soybeans made on December 2, 1953, was on the 90-
degree angle or straight up from 436%,, and aso on the angle of 22%2 degrees, which runs from 44
and 277, and you will note that 310 is on a 45-degree angle from 240 the low in August 1953,

making this a strong resistance and sdlling level. The time period of 253 monthsisin red figures and
the price of 305 ison the 90-degree angle from 233 low and 240 low. A price of 305 is below the 45-
degree angle from 44, 344, and 240. It is on the angle of zero degrees from 240. When the price sells
at 303 it will be below the 45-degree angle from 240. A complete cycle or round trip is most

important to watch for a change in trend. From 240 to 305, was a complete square, cycle or round

trip, but to reach on the 90-degree angle, the price had to make 308. The natura resstance level from
the 45-degree angle at 307, to the 90-degree angle at 316, or on half was 311, the natura resistance
and sling levd.

When May soybeans declined on December 17th to 296, they were on the 45-degree angle
from 44 cents, because the time period was 252 months and we add 44, which gives 296,
making this a temporary support and buying level. Also, it was 1-cent above the angle of no
degrees or 180-degrees east of 44-cent extreme low.

Y ou should always consider how many degrees the price has moved from an extreme high to

an extreme low. From a high of 311 to 298, is 67%2 degrees and is about 11%, degrees, which
would make 783, degrees or 7/8th of 90.
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When the price had advanced from 240 to 305, it had moved 360 degrees or acompletecircle.
Therefore, at 311, it had moved 33%, degrees more than the circle of 360 degrees. For the priceto
declineto the next naturd resistance level from 340 low would be 289, which would be on a90-degree
angle and on the square of 17 and on the 45-degree angle in the natural squares. To move to 90 degrees
from 311 would be 285. The next important resstance level would be 277-276, which would be 180
degrees from 311 and on the same angle of 22Y/,, degrees.

Bring up all time periods from monthly highs and lows and weekly highs and lows and see
how they stand in the squaresin relation to the price.

Example For the week ending January 9, 1954, May soybeans will be in the 20th week from the
August 20th, low. Note that the beginning with square of 1 a 20 on the angle of 22Y, degrees and
should the price drop below 303 it will be below thistime angle, and should it declineto 297 it will be
on no degrees or 180 degrees from 20, in the time period.

February 15, 1920, high 405. November 15, 1953 was 405 months, therefore, December 15 was 406
months and January 15th will be 407 months and 303 is no degrees or 180 degreesfrom thisangle.

January 15, 1954 to February 15th isthe 73rd month and thisis on a 45-degree angle naturally,
making February important for a change in trend.

1959, July 27, May beanslow, 67. To January 27, 1954, will be 174 months. Note that 174 is opposite
the price of 296, and that the 176th month will be March 27th, and thiswill be in the balance between
the two red lines and that the seasonal time period is marked March 21, making thisimportant to watch
for achange in trend. Suppose the priceis at 288, thiswill be on a 90-degree angle of the time period
of 176. And 176 of course, isopposite the 69 low and 178 months, which will be May 27th and will be
opposite 180 degreesfrom 67, the extreme low on May beans.

If you will take the time to study and practice with this master chart, using all of the time
periods and price levels, you will soon find that it is easy to determine a change in trend from
this chart alone.

The spird chart represents the correct position, time and space of anything that begins at zero and
begins to move round and round. It shows just exactly how the numbers increase as the spird moves
round and round and why stocks move faster as they grow older, or swing so much more rapidly as
the price reaches higher levels. At the center, beginning point or zero, it requires 45° to represent one
point. When the stock has traveled seven times around the center, it then requires seven points to
strike a45° angle. When it has traveled around the spira twelve times; it will then require a space of
ten points before striking a 45° angle. It would also mean that the stock could move in one direction
ten months without striking anything to cause any grest reaction. On this chart, we have only shown
the 45, 60, 90, 120, 135, 180, 225, 240, 270, 300, 315, and 360-degree angles. Thisshowsthedivison
of thecircleby 2, 4, and 8, and aso shows the one-third point and the two-thirds point; being the vital
and most important angles, we place them so you can see how space or time makes rapid fluctuations.
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WHAT GANN SAID ABOUT THE SQUARE OF NINE

Study the SQUARE OF NINE very carefully in connection with the MASTER TWELVE and
360° CIRCLE CHART.

We are sending you Six permanent charts, each containing 81 numbers. Thefirst Square of Nine runs
from 1 to 81. Everything must have a bottom, top, and four Sdesto be asquare or cube. Thefirst
sguare running up to 81 isthe bottom, base, floor or beginning point. Squares#2, 3, 4 and 5 are the
four sides, which are equa and contain 81 numbers. The sixth Square of Nineisthe top and meansthat
itistimestimesasreferred to in the Bible, or athing reproducing itsalf by being multiplied by itsdlf.
Ninetimes nine equas 81 and six times 81 equal s 486. We can aso use 9 times 81, which would equal
729 (the 9th square of nine).

The number 5 is the most important number of the digits because it is the balance or main
center. There are four numbers on each side of it. Note how it is shown as the balancing or
center number in the Square of Nine.
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We sguare the cirde by beginning a 1 in the center and going around until we reach 360. Note that the
Square of Ninecomesout at 361. Thereason for thisisit is 19 timesand the 1 to begin with and one over
360 represents the beginning and ending points. 361 is a trandtion point and begins a the next circle.
Should we leave the firgt space blank or make it 0", then we would come out at 360. Everything in
meathematics must prove. Y ou can begin at the center and work out, or begin at the outer rim and work in
to the center. Begin a the left and work right to the center or to the outer rim or square.

Note the Square of Nine or the square of the circle where we begin with 1 and run up the sde of the
column to 19, then continue to go across until we have made 19 columns, again the square of 19 by 19.
Note how this proves up the circle. One-hdf of the circle is 180°. Note that in the grand-center, where
al angles from the four corners and from the east, west, north and south reach gravity center, number
181 appears, showing that this point we are crossng the equator or gravity center and are sarting on the
other hdf of thecircle

Study the human body in every way and you will find that it is the work of a master mind, and when
once you know yoursalf and know your body, you will know the law and will understand dl thereisto
know. Remember there is a source of dl supply, and that you have within you the power to know al
there isto know, but you must work hard, seek and you shdl find. This ends everything that Gann said
about the Square of Nine.

The reference to the Sguare of Nine or the "Sqguare of the Circle" above is not referring to the

Square of Nine chart. Many students have mistaken this to be the same chart. The chart below
isacopy of what Gann was talking about. It is simply a square of 19 by 19.
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Asyou can see, Gann did not leave any ingructions on how to usethe Square of Nine. One of the unique
properties of the number 9 that Gann was spatlighting, when he said that "we use 9 numbers to measure
everything and we can not go past nine without Sarting over and using the zero" has to do with the
mathematics of multiplying or adding 9 to any number. If you add "9" to any number, the resulting
number will reduce back to the origina sngle digit number through addition. For example, 1 + 9= 10
andl1+0=1agan.2+9=11and1+1=23+9=12and 1+ 2 =3 and o on. If you multiply any
number by "9," the resulting product will reduceto a"9" through addition. For example, 9x5=45and 4
+5=9.9X8=72and7+2=9,9x33=297and2+9+7=18and 1 + 8 =9 and s0 on. Also, the sum
of thedigits 1 through 9 =45, i.e,, 1+2+3+4+5+6+7+8+9 = 45 and thisaso reducesto a"9" because 4 +
5=9. Thisiswhy Gann saysthat the number O will measure everything.

Asone can easily see, Gann considered these divisions of acircle very important for measuring
time when looking for future changesin trend.
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DISCLAIMER

The purpose of thismateria isto provide and shareideasthat | have discovered in the writings
of W.D. Gann. | have mede every effort in the presentation of the information within this course to
reproduce techniquesthat | beieve W.D. Gann used based upon my persond interpretation of dl available
materids. The information should not be used or taken as trading advice including future projections
Nether | nor anyone eseinvolved in the production of thismaterid, will beligblefor any loss, damage or
liability directly or indirectly caused by the usage of this materid. The data used is bdieved to be from
religble sources but cannot be guaranteed. There is condderable risk of loss in futures, stock and options
trading. Y ou should only userisk capitd in al such endeavors. Pagt performanceis not indicative of future
results.
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INTRODUCTION TO THE SQUARE OF 9

Over the years, many market enthusiasts have become familiar with the remarkable forecasting and
trading record of W.D. Gann. Many 0 caled "Gann experts' have tried to figure out how Gann was
able to trade with such a high accuracy rate and make so many incredible market predictions. For
example, the Ticker and Investment Digest, volume 5, number 2, December 1909, shows that W.D.
Gann took a total of 286 trades in the presence of William E. Gilley, of which 264 were profitable
winning trades. His success rate was an amazing 92%. In this 25-day period, which the article covers,
Gann was ableto double hisinitia capital ten times, for again of 1000% on his margin.

It has also been reported that Gann carried a miniature version of the Square of Nine with him into
the trading pits during his most successfully recorded trades. The source of thisinformation is Mr.
Renato Alghini, an associate of Gann's for nearly six years. Gann believed that every top and
every bottom in the markets had a mathematical counterpart in both price and time. He quoted
Faraday saying, "There is no chance in nature, because mathematical principles of the highest
order lie at the foundation of all things. There is nothing in the universe but mathematical points
of force."

The true origin of the Square of Nineis unknown. It is believed that Gann discovered it in ether EQypt
or Indiaand that it isof someancient origin. | havetaked with some friends of minewho arefrom India
and they had never seen anything like the Square of Nine. One suggested that it may have something to
do with atype of Vedic asirology but he was only guessng. My persond belief isthat it probably came
from Egypt because the Temple of Luxor incorporates the Square of Nine in its architecture. However,
thisis only an opinion. The truth is that nobody knows for certain where it came from. Maybe Gann
invented the thing himself? The only thing we know for certain is that Gann used the Square of Nine
and consdered it very vauable.

In his Egg course, Gann describes the square of four as the "even square” because it is the
square of the first even number, i.e., the square of 2. Thefirst odd square would be " 1" but this
does not produce a number greater than itself because 1 x 1 = 1. The first odd sgquare grester
than itself is"9" or 3 squared. Gann said, "We use the square of odd and even numbers to get
not only the proof of market movements, but the cause.”
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WHAT ISTHE SQUARE OF 9
(KEEP A SQUARE OF NINE CHART IN FRONT OF YOU WHILE READING)

The Square of Nineisbascdly aspird of numbers starting with the number one in the center (or gpex
of the Great Pyramid) with the number 2 immediately to theleft. Therest of the numbers spird around
the center in a clockwise fashion to the number 9, which completes the first cycle of numbers around
the center. 10 through 25 completes the 2nd cycle, 26 through 49 completesthe 3rd, etc. The squareis
divided into eight 45-degree angles. On the cover page, | have provided a copy of the Square of Nine.
Y ou dso have alarge Square of Nine chart (for Microsoft Excel) included with this course that you can
refer toaswall.

The numbers that run through the center in the shape of a"+" sgn are the cardind numbers. The
numbers that run through the center in the shape of a"X" are the corner numbers. In the first cycle
around the center, there is one digit separating each 45-degree angle. In cycle number two (10 to 25)
there are two digits separating each 45-degree angle. In cycle three (26 to 49), there are three digits
separating each 45-degree angle. In cycle 1000, there would be 1000 digits or cdlls separating each
45-degree angle. Technicaly, the number "1" in the center isacomplete cycle and would therefore be
cycle#1, but there is a nice smple mathematica relationship to the cycle number and the difference
between numerica vaues of the 45-degree angles when you count the Square of Nine numbersin this
manner.

Tofully gppreciate the Square of Ninein termsof its geometric origins, take alook at the large chart of
the Square of Ninethat isincluded with this course. Try to visudize it asapyramid. At the very top or
gpex of the pyramid isthe number 1 and there are four equa szed triangular walls descending down to
the pyramid's square base. Each block in this pyramid is given anumber as you work your way down
and around each level of blocks. Now if you remember, the numbers on the "+" are called the cardind
numbers. These numbers are dl separated by increments of 90°, i.e., 90°, 180°, 270° and then 360°,
which brings you back to the location that you started from.

The numbers on the " X," which connect the four corners of the square base, i.e., the corner numbers,
aso are separated by increments of 90°, giving the gppearance of an Egyptian style pyramid. The
cardind "+" and corner "X" numbers divide the square base of the pyramid into 8 equa divisons of
45°, henceits other popular name " The Octagon Chart”" (Octameaning eight).

If you look a the Square of Nine chart, you will dso see circles or rings, which have been drawn
around certain squares. Thelast circle has calendar dates that revolve in aclockwise fashion around the
suare base, which starts from the date March 21<. Thisis the vernd equinox, when the sunisat 0°
Aries, dso known as the 1¢t day of spring and represents the beginning of the naturd year. Actudly,
the sun does not move, it only gppearsto beat 0° Aries. Inredlity, the Earth, which revolves around the
sun, asone of itsmany satellites, is at the opposite sign of 0° Libra. We will get into more detail of the
Zodiacinalittlewhile,
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The firgt innermost circle has aradius that runs from the center down to the cardind "+" number 352.
This number gppears on the same cycle or level of pyramid blocks as the number 360, which is 8
blocks to the left of 352. As you know, there are 360° in a circle and this is why Gann has a ring
around this particular square. The next circle or ring from the center has aradius that runs down to the
cardina "+" number 716. This number gppears on the same cycle or levd as the number 720, which
equals 2 times 360 and is the reason the second ring is located here. The third ring runs through the
number 1080, which equals 3 times 360, etc. Gann &t histhird ring radius four blocks below thd 2nd
ring which was the amount of space or blocks between ring 2 and ring 1.

The reason for constructing a chart like this is based upon the hypothesis that each positive whole
number, i.e., the regular counting numbers (1, 2, 3, 4, 5, etc.) al correspond to some specific angle of
acircle between 0° and 360°. Pythagoras, one of history's greatest mathematicians and philosophers,
said, "Unitsinacircleor in asquare are related to each other in terms of space and time at specific
points." The Square of Nine is unique in that it achieves the ancient practice of squaring the circle
and is often called The Pythagorean Cube.

Notice how the square completes at the corner number “X" 361 on one of the 45° angles of the
Square of Nine, the 315° angle. If you started with a zero in the center, it would have came out
exactly at 360. Notice how the second ring from the center has a radius that runs through 720, (2 x
360) as dated earlier, but aso perfectly inscribes the 361 block (square base) withinits radius.

Now if you look at the number "4" on the chart and follow an angle of 45° going up to the top right
hand corner, you get the number series: 4, 16, 36, 64, 100, 144, etc. These numbers are al squares
of even numbers,i.e,2x2,4x4,6x6,8x8,10x 10, 12 x 12, etc., respectively. If you look at the
number "1" on the chart and follow an angle of 45° going down to the bottom left hand corner, you
get the number series 1, 9, 25, 49, 81, 121, 169, etc. These numbers are al squares of odd numbers,
ie,1x1,3x35x5 7x7,9x9,11x 11, 13 x 13, etc., respectively. Gann said, "We use the
sguare of odd and even numbersto get, not only the proof of market movements, but the cause.”

This particular arrangement of numbers on the Square of Nine cregtes a very unique square root
relatiionship with dl the other numbers on the Square ofNine chart. My friend Michad S. Jenkins
illustrates some interesting square root trading techniques utilizing the Fibonacci ratios with the Square
of Ninein his Sock Trading Course and his book Chart Reading for Professonal Traders, published
by Traders Press, Inc. http://Aww.traderspress.com.

NAVIGATING WITH THE SQUARE OF NINE

If you want to move in cycles of 360° around the Gann Wheel, you take the number you are
interested in, such as the all time high or low price, take the square root of the number, then
add or subtract 2 from the root and re-square the result.

119



Example: Let's say that we are interested in the price 664, which isin the vertical column straight up
from the center, the square root is 25.768 + 2 = 27.768"2 = 771, which is the number directly above
664 or one full 360° degree cycle out from center. If we subtracted 2 from the square-root and re-
suared the number (25.768-2 = 23.768"2 = 564.9) we would get 565, which is directly below 664 or
one full 360° degree cycle in towards center. The reason this works is that the squares of the "even”

and "odd" numbers line up on astraight line from the gpex or main center square of the chart. It'saso
mathematically smpleto observe that dl odd numbers are separated by unitsof 2, suchas 1, 3,5, 7,9,

11, etc. The sameis obvioudy true for dl the even numbers. 2, 4, 6, 8, 10, 12, etc. Thisiswhy adding
or subtracting 2" to the square root of anumber, then re-squaring the sum is equivaent to a360° cycle
on the Square of Nine. Another mathematical proof isthat ¥/, acircle is 180° and we can see that the
sguares of the"even numbers' line up on the opposite Sde of the Square of Nine to the squares of the ™
odd numbers" We learned that adding "2" to the square root of a number, re-squared was equa to

360°. Therefore, adding 1" to the square root of anumber, re-squared would have to be equivaent to
180°, because ¥/, of 2 equas™1" and ¥/, of 360° equals 180°. If we wanted 90° relationships, we would
add or subtract 0.5 to the square root, then re-square because 90° is ¥/, of 360° and ¥/, of 180° and 0.5is
Y,of "2 and ¥/, of "1," etc.

Gann said, "We use three figures in geometry: the circle, the square and the triangle. We get the
sguare and triangle points of a circle to determine points of time, price and space resistance; we use
the circle of 360° to measure time and price." Gann's Emblem was a square and triangle inside a
circle. Incorporating the Gann Emblem with the square root technique alows us to caculate
coordinates or numbers that are conjunct (360° = +/- 2 from the root), opposition (180° = +/- 1 from
root #), trine (120° = +/-0.666) & (240° = +/- 1.333) or square (90° = +/- 0.5) and (270° = +/- 1.5).
This technique is extremely fast and useful for finding coordinate cells (pyramid blocks) on the
Square of Nine that have a geometrica relationship to a previous position on the chart. Gann aso
used these same geometric relationships to divide the outer caendar circle that circumscribes the
Square of Nine. Gann basicaly divided the Earth's 360-degree orbital cycle around the sun into
quarters and thirds to find geometric relationships in terms of time as well. The quarter divisons are
90, 180, 270 and 360 degrees. The one-third divisons are 120, 240 and 360 degrees. Because the
Earth on average will move about 1-degree per day, Gann used these numbers as caendar days,
which he added to the dates of previous tops and bottoms to find dates in the future that had a
mathematical or geometricd relationship to past highsand lows.

Gann believed that the numbersthat connected the square base of the pyramid (the 4 diagona corners
"X" of the square, i.e., corner #9) to the "main center” and aso the numbers that ran straight vertica
and horizontal from the "gravity center” in the form of a cross (cardind numbers "+") were very
important in balancing "price and time" on the whed. He was basicaly looking for the astronomical
longitudes of the sun or Earth to balance with price on these key angles. Remember, Pythagoras said,
"Unitsinacircleor inasguare arereated to each other in terms of space and time at specific points.
" Gann often quoted the Bible, Emerson, Pythagoras and Faraday to name a few. Bascdly, he was
pointing the reader of hisworksto clues that would alow them to unlock the code of hiswriting style.
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Because many readers of this course are probably not familiar with usng longitude, planets or the
divisons of the zodiac, we give the following explanation. The zodiac is an imaginary circle based upon
the gpparent path of the sun, as it gppearsto rise and &t in circular motion againgt the backdrop of the
congdlationsor sars. Thisissmilar to the equator being an imaginary circle at the center of our planet.
We measure longitude on earth in degrees and minutes of the imaginary circle (equator) west of
Greenwich England, which representsthe 0° sarting point of the circle.

The zodiac is measured in a similar fashion. We measure the heavens in an imaginary 360° circle
called the zodiac. It is measured in degrees and minutes from 0° Aries, which isthe location of the
sun at the verna equinox, i.e., spring. The zodiac is divided into 12 equa divisions of 30° each.
Ariesrunsfrom 0° to 30°, Taurus runs 30° to 60°, Gemini runs 60° to 90°, Cancer runs 90° to 120°,
Leo runs 120° to 150°, Virgo runs 150° to 180°, Libra runs 180° to 210°, Scorpio runs 210° to
240°, Sagittarius runs 240° to 270°, Capricorn runs 270° to 300°, Aquarius runs 300° to 330° and
Pisces runs 330° to 360° or back to 0° Aries.

If you look at your Square of Nine chart, you will see the date March 21, at the 9 o'clock position.
Thisis the date that the sun gppears to be at 0° Aries, beginning the natural year. "'Lamb of God, you
take away the sins of the world," the season of spring takes away the sins of winter. Moving in a
clockwise fashion to the top left corner, you find the date May 5thr ak.a. Cinco de Mayo. On thisday,
the sun gppearsto be at 15° of Taurus. The next date at the top of the chart in the 12 o'clock position
is June 21<t. This is the summer solstice, which is the longest day of the year for the northern

hemisphere. The sun appearsto be at 0° of Cancer on this date. The top right hand corner of the chart
has the date August 5th. The sun now appearsto be at 15° of Leo. On the right-hand side of the chart
a the 3 o'clock pogtion is the date September 22nd. This date is the Autumna Equinox, which
begins the season of fal, when the sun literaly begins to fal below the Earth's equator, i.e.,

declination. The sun appearsto be at 0° of Libra on this day. Moving down to the bottom right hand
corner of the chart, the date November 6th appears, the sunis now at 15° of Scorpio. The bottom of
the chart at the 6 o'clock position has the date December 21, which isthe winter solstice. Thisisthe
shortest day of the year in the northern hemisphere, marking the season of winter. The sun appearsto
be at 0° Capricorn on this date. Moving over to the bottom left hand corner, we see the date February
4th where the sun appears to be at 15° Aquarius on this date. Moving up takes us full circle, or back
to 0° Ariesor March 21<.

Notice how the four seasons are aigned with the cardina "+" numbers of the Square ofNine. This
relationship alows the user of the Square of Nine chart to correlate the sun or other planetary
longitudes to the numbers on the chart with ameasure of time. The user can aso quickly locate dates
that are square (90° and 270°), opposite (180°) or trine (120° and 240°) to a past date based upon the
apparent longitude of the sun.

The fundamenta philosophy that Gann was spatlighting was smply that March 21t was the annud

reincarnation of lifeés new birth. By June 214 a the summer solstice, intense new growth hastaken place
inthe animd, plant and insect kingdoms. By the autumnal equinox on September 22nd,
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the peak of vitality and fruition was being reached and the life cycle was ebbing towards old age as the
new dominant cycle. By December 214, at the winter solgtice, the life cycle is in a frozen date of

suspended animation as animds hibernate, plants appear dead and the suspended seeds of the next

generation of new life lie waiting for the resurrection of the life-giving rays of the sun, at the vernd

equinox. The Bible plainly statesthat thereisatime and a season for everything under the sun and there
are no exceptions to this cyclic rule. The Earth revolves around the sun in 365 days or one year. This
completesits journey through the 12 signs of the zodiac or 360° orbit. Gann ingtructed his students to
read the Bible at least 3 times because his greatest discoverieswere found in the Bible. He considered it
the greatest scientific book ever written.
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Copy this image to Mylar or any other type of transparent material to be used as an overlay with
the Sguare of Nine chart.

123



PRICE TARGETSFOR SUPPORT AND RESISTANCE

Calculating price targets for support and resstance is avery smple task. As stated earlier, the Square
of Nine'snumber arrangement is such that the numbers have asimple square root relationship to other
numbers on the whedl. | will illustrate the basic square root caculations, but if you prefer to use the
chart itsdlf, | have provided a clear plastic overlay that you can place on top of the Square of Nineto
see the geometric relationships. Just smply place the 0° line of the overlay so that it runs across your
price number and aso through the center "1" of the Square of Nine chart. For example, if the market
you were trading had an important low at $2.23, you would place the overlay so that the 0° line
connects the number 223 to the center "1." Now you can quickly seethe other numbersthat are square
(90° & 270°), trine (120° & 240°), semisquare (45°, 315°), sextile (60° & 330°), etc. As discussed
earlier, these "pressure points' can be mathematicaly calculated using smple addition or subtraction
to the square root of the price. To caculate what a geometric relationship is equal to as a square root
increment, we smply divide the number by 180 as illustrated below. The numbers in bold print are
consdered more important for support or resistance than the numbersin regular print.

Taking our example of $2.23, we would firgt treet this as the number 223 on the Square of Nine. This
IS because the Square of Nine tends to work better when you float the decimal point on prices, making
al prices either athree or afour-digit whole number. We will first assumethat 223 isalow price, and
that we want to calculate future resstance levels. We smply take the square root of 223, which is 14.
93 and add the increments we caculated on the previous page to this root number (14.93) and re-
quare.
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If our $223 price was a high insteed of a low, we would have subtracted the square root increments
from 14.93 and then re-squared the difference to caculate support. If you build a table of important
price highs and lows, smilar to what was illustrated with dates and do the above cdculations, you can
determine if certain prices have a cluster of geometric relationships to previous sgnificant prices, thus
meaking that specific price or circular degree more important for support or resstance. A smpleway to
do thisisto determine what degree of the circle your priceison usng aSquare of Ninetable,

GANN ANGLE PROJECTION

If you would like to project avector or angle from aprevioustop or bottom, the first thing you should
do is float your decima, making your price either 3 or 4 digits, as we have done in the previous
example. The next step is to caculate the dimensions of our price box. Again, we do this with the
square root function. As an example, by taking the magjor 1361.09 price low of the S&P500 index on
May 24, 2000 and going 180-degrees around the Square of Nine, we arrive a the price of 1435.87.
That is to say that the square root of 1361.09 = 36.89 + 1(180°) = 37.89, re-square = 1435.87. The
difference between these pricesis 1435.87 — 1361.09 = 74.78 points. Thismeansthat the 1 x 1 or 45°
angle moves up at the rate of 74.78 pointsin 37 days. Thetime element is Ssmply the square root of the
May 24th low price of 1361.09 (36.89 = 37 days), which comes out as June 30th. The other important
Gann anglesor vectorsarethe2x1,3x1,4x1,8x1,1x2,1x3,1x4and1x 8 The2x 1 angle
will smply advance a double therate of the 1 x 1 angle. So in this example, the 2 x 1 angle advances (
74.78 x 2) 149.56 pointsin 37 days. The 1 x 2 angle would move up a Y/, therate of the 1 x 1 angle or
37.39 points in 37 days, etc. If you will take the time to investigate this technique, you will
immediately see how accurate thisforecasting techniqueredly is. It isaso important to note that some
markets will work better as a 3-digit number and others will work better as a 4-digit number (most
work better as 3 digits). The choice, however, will become obvious with a little research on your
behdf. If you do not have Gann's angle course, | would suggest that you review the free copy of this
course that was included with your order. The Gann angle course will give you much moreinsight into
the interpretation and application of hisvectorsor timing angles.
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The previous chart illustrates how well the S& P 500 index (as a 4-digit number)

follows 180-degree root increments (adding to the root and re-square) and how to

draw Gann angles from this basic technique. The highest price on the graph just

dightly penetrated the 360-degree cycle of price from the May 24th low price. The
decline following the highest high price at 1517.32 on July 17th, 2000 fel 240-
degrees or (1.333 as a square root increment) where the market found support. The
squareroot of the highis 38.952 so our time period is now two dayslonger or 39 days
from this top. Adding 39 daysto July 17t" gives August 25, 2000, which is dso the
Anniversary date of the 1999 top. Y ou should note that July 17t" was the anniversary
of the 1998, 1997 and 1996 tops.
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If you look at your Square of Nine chart, you will seethat the odd square of numbers (1, 9, 25, 49, etc.
) line up on opposite Side of the even squares (4, 16, 36, 64, etc.). This relationship is shown on the
Square of Nine as the diagond of the square and is therefore equa to a 45° angle. Thisis how Gann
graphicdly illustrates the chart. The "odd sguares’ and "even squares’ line up on a 45° angle

diagondly through the main center "1." You can aso prove this with the Pythagorean Theorem,

which states that the sum of the squares of the sides of aright triangle is equa to the square of the
hypotenuse, i.e, the diagona. In the S&P 500 example, we advanced 74.78 points in 37 calendar

days. Thiswas equal to 26 trading days of 6 1/2 hours each session (9:30 AM to 4:00 PM). Therefore
the total trading hours = (6.5 x 26) 169 hours. The square root of (169'2 + 74.78"2) equas 184.80,
which is gpproximatdy 5 digits past a perfect 180. This means that the low on June 30th would have
been perfectly balanced a 11:00 AM or 164 trading hours from May 24th [square root of (16472 +
74.78"2) = 180]. The lightly dashed horizonta lines are 1/8th lines that were caculated by dividing

the full 360° range by 8.
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SPECIAL STOCK MARKET CYCLE REPORT
© January 2002

THE 18- YEAR SUPER BULL & BEAR MARKET CYCLE

There is along-term cycle in the U.S. Equity Markets of gpproximately 17 to18 years. Y ou will find
that this information done is worth more than the meager cost of this report. Anyone that takes time
and observes the history of the stock averages will certainly see this trend. The problem is that most
peoplewill never look, but that isto your advantage! The Bible plainly Satesthat thereis™an appointed
timefor everything, and atimefor every affair under the heavens"—Ecclesiastes 3:1. The stock market

IS no exception to this rule! From the stock market low in 1911, the Dow Jones Industrid Averages
advanced in "super bull market" fashion to the famous market top (and crash) of 1929. The Dow Jones
Industrial Average reached a price of around 386 in September of 1929. From 1929 to 1947, the market
was in an 18-year "super bear market" cycle. This is when the country experienced the "Great
Depresson." The equity markets made their extreme low in July of 1932, which will prove to be
important when | discuss the 42-year cycle. It is dso important to point out that the Dow Jones
Industrial Average never reached its high of 386 during this entire 18-year "super bear" cycle. From
1947 to 1965, the stock market was once again in "super bull market" mode and the Dow Jones
Industrial Average broke 1000 for the very firg time. From 1965, we entered another 18-year "super
bear market" cycle, which would last until late 1982. Again, it is important to point out that the stock
market averages basically could not exceed the preceding " super bull market” top, which wasjust over
1000 for the Dow Jones Industria Average for the entire 18-year period! From 1982 to 2000, the U.S.
stock markets were once again in an 18-year "super bull market" cycle. This time it resulted in the
greatest bull market in history, taking the Dow Jones Industrials as high as 11,750.

From the year 2000 to approximately 2018, we will be in a "super bear market" cycle. Historicaly
spesking, this means that the stock market averages are not likely to exceed their prior "super bull”
tops. The Dow Jones Indudtrial Average may be the exception to the rule Snceit is only comprised of
30 stocks and is alittle eeser to manipulate. This (in my opinion) iswhat happened in 1974 during a"
super bear market” cycle. The Dow Jones was able to get back to its prior "super bull" top before
dropping 60% by December of that same year. They say, "A picture is worth a thousand words* and
that "seeing isbdieving” The charts below should help illustrate what was just discussed in this section.
It is important to note that extreme bear market bottoms come approximately every 42-43 years. As
mentioned before, the lowest point reached in the "super bear market" cycle from 1929-1947 was
reached in July of 1932. Forty-two yearslater in 1974, the sock market again reached itslowest pointin
a "super bear market” cycdle. If this phenomenon continues, we can anticipate that an extreme stock
market low will be reached in our "super bear market” cycle around the year 2016. Thisis two years
earlier than our expected 18-year "super bear market” cycle but it will most likely be an extremelow. In
other words, the 18-year cycle low in 2018 will probably be a higher low than the year 2016 just like
1982 was higher than 1974 and 1947 was higher than 1932.
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If | were investing in the stlock market or mutua funds during this 18-year "super bear" cycle, | would

redly be interested in finding out the performance of the fund during previous bear market cycles. In

other words, find the money managersthat performed well in the period from 1965-1982 or 1929-1947.

This is one area were a broker can actualy be useful. I'm not very big on bear market mutua funds,

because the long-term tendency is for the markets to advance. Remember, it has been going up for 210
years and as aresult of thistendency even the 18-year "super bear” market cycles have an upward bias.

In other words, the market bottoms tend to be higher than the preceding bottom within the 18-year

cycle. This can clearly be seen in the above charts during the periods 1929 to 1947 and 1965 to 1982.

Even though the markets could not make any sgnificant new highs during this 18-year bear period, the
lows had atendency to be higher than preceding lowswithin the 18-year negetive phase. When we enter
the next "super bull market," you will be better educated and will not believe al the media hype. You

will know how to anticipate its approximate end because it is Smple addition (2018 + 18 = 2036). You
will know that market corrections during this period are good buying opportunities for the remainder of

the cycle. For example, inthislast 18-year super bull market, the crash of 1987, the mini-crash 1990, the
1-year recesson of 1994 and the corrections in 1997 and 1998 were dl great buying opportunities

because the 18-year cycle had not run its full course. Right now, ralies are mogst likely good sdling

opportunities asfar asthe generd trend is concerned. I'm not saying that you have to wait until 2016 to
invest in the equity markets again. I'm just saying that it's not going to be as easy asit was during the 18-
year up cycle. For those that want to look for a possble planetary phenomenon that correlates to 18

years, | suggest you look at the synodic cycle of Saturn and Neptune from ahdiocentric view. Each 180
degrees of synodic movement takes approximatey

18 years.
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THE 42-YEAR CYCLE

As briefly mentioned in the discusson of the 18-year cycle, mgor market lows tend to occur 42-43

years gpat. The basic pattern of the 42-year cycle is different from the 18-year cycle. In the 18-year

cycle, we had an even amount of up-time compared with the down-time, i.e,, 18 yearsup and 18 years
down. The 42-year cycleisahit different. It exhibitswhat cycle andysstsliketo cal right trandation.

This smply means that the cycle spends an unequa amount of time going up than it does going down,

which is probably the "effect” of the combination of severd other cycles. The basic pattern for the 42-
year cycleinthe Dow Jones Industrid Averageisto advancefor 39 years and to decline very hard for

3 years. One of the potentid reasons that the 1929 crash was 0 severe was the phasing of the 18 and

42-year cycles. They both pesked in 1929 and dtarted their down cycles leading into the worst stock

market correction in our history (about a90% drop), which was dso amgor contributing factor to the ™
Greet Depresson.” The basic 42-year cycle shapeis presented in the following graph.

When we combine this cycle with the 18-year cycle, we gain avery interesting long-term perspective
of our financiad markets. Combining these two powerful cycles even seemsto account for the long flat
periods that occur at periodic intervalsin the history of our equity markets.
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The chart below is another look at the "big picture’ aong with our new cyclical model of market
behavior based on the combination of the 18-year and 42-year cycles. The next set of charts"zoomsin'
on the data to get a better perspective of how these two cycles have influenced market behavior.
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| can't guarantee that these two cycles, which have been present in the data for several decades, will
continue; but | for one would not bet my own money againg it! If we project this smple modd of
market behavior into the future, we get the following results.

For those that are confused as to how this modd was created, it is smple addition. | took the 42-year
pattern and added it to the 18-year paitern. Theflat areas are the result of one cycle that is still going up
while another cycle is going down, which causes them to cancel each other out. The redly strong
advances and declines are the result of both cycles moving in the same direction.

This cycdic model suggeststhat the equity markets are currently in abasic flat consolidation period with a
very mild upward bias due to the 39-year advancing phase of the 42-year cycle until gpproximately the
year 2013. Please underdand that this projection is not saying that the Dow Jones Industrid Average will

reach 7200. It could go alot lower or it could go higher. This smply projects the basic shape or trend of
the pattern. Thereislikely to be somekind of "financid panic” after this point (2013) that takesthe market
down to make its 42-year cycle low in the year 2016. Remember that this has historicaly been an

extremely important stock market low. There is an "gppointed” time to regp and a time to sow. This
gppliesto long term investing as well. In Genes's chapter 41, Joseph interprets the dream of the Pharaoh.
Joseph tells the Pharaoh that his dream smply means that there will be 7 years of abundance followed by
7 years of famine. Because Joseph was able to interpret the Pharaoh's dream, he was put in charge of the
whole land of Egypt. During the 7 years of plenty,



Joseph had stored the entire surplus from the crops to be used when the famine came. " When the 7
years of abundance enjoyed by the land of Egypt came to an end, the 7 years of famine set in, just
as Joseph had predicted. Although there was famine all over the rest of the world, food was
available throughout the land of Egypt." Knowledge of this 7-year cycle did not prevent the famine
from coming at its appointed time. The knowledge smply alowed Joseph to prepare for the Situation.
Forewarned is forearmed. There are other cycles that we could add to our model to get a more
accurate representation of market behavior, but for the mgority of investors, this is redly not

necessary. "My experience has taught me that nothing can stop the trend as long as the time cycle
shows an up-trend. Nothing can stop its decline aslong as the time cycle shows down" —W.D. Gann,
45-Yearsin Wall Street, page 3. | will point out that there aso appears to be a strong 8-year cyclein
the data. For example, there are some very pronounced lows every 8 years (1942, 1950, 1958, 1966,
1974, 1982, 1990, 1998). Next one would be 2006. Since the 42-year cycleis still up trending until

2013, this could potentialy be a nice place to invest in aggressive growth mutua funds for the next
Six to seven years. In a "bear market," you are typicaly better off in "growth and income" style
mutual funds or "balanced funds." These funds typically invest in stocks that pay dividends, which
usually perform better than non-dividend paying stocks when the equity markets get weak. Also, they
typicaly own some fixed income investments, such as bonds and preferred stocks, which help the
fund wesather out the storm in "bear markets." Asasimplerule, it'stypicaly better to bein "aggressive
growth funds' when the 18-year cycleindicatesa"super bull market" and when a"super bear market”
is indicated; you may want to be more conservative in your investment gpproach. Using a "growth
and income fund," a "baanced fund" or some other more conservative investment vehicle during
these tough times may not be a bad choice if you want cons stent exposure to the equity markets. For
those interested in a possible astronomica correlation to the 42-year cycle, | suggest that you

investigate heliocentric Uranus. For those of you that want to continue to project this composite cycle
further out into the future, you can do so with smple addition. Again flat periods are caused when the
cycles cancd each other out, i.e., one is going up and the other is going down and strong trends are
the result of both cycles going in the same direction. Therefore, after the 42-year cycle low in 2016,
the markets should advance in asideways pattern smilar to the years 1932 to 1947 and 1974 to 1982.
However, this sdeways market will only last approximately two years because the 18-year cycle
should bottom late in the year 2018, starting the next "super bull market,” which should be strong
until 2036. From 2036 to 2055, the markets should be stuck in another sideways pattern like the one
in 1932 to 1947 followed by a"panicky break" down into the year 2058. Because the 18-year cycle
bottoms in 2054, the 42-year low may not come down as hard as it has historicaly, i.e., it will have
less momentum than usud. In any case, based on these two cycles, the market should be extremely
strong from 2058 to 2072. | have included achart at the end of thisreport that projects the 18-year and
42-year cycle composite out afull 100 yearsto the year 2102!

INTEREST RATES: | should aso point out something about interest rates. Many "financid experts’
will dam tha declining interest rates creste a Srong economy and thus lead to a strong bull market,
while high interest rates tend to dow the economy and thus lead to weaker markets or even bear markets.
Asagenerd rule, this seemsto betrue, but | need to point out that the 1929 crash and Great Depression
took place when the Federa Reserve was aggressively lowering interest rates,
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Japan's equivalent stock market depression, which has run from about 1990 to 2002 (so far), has dso
occurred in adeclining interest rate environment. The same can be said for the current slock market sdl
off in the United States. The NASDAQ declined gpproximately 80% in a declining interest rate
environment and the S& P500 declined nearly 40%. Therefore, if the past is any guide, the worst "bear
markets' in history have happened in a declining interest rate scenario. Maybe it's because the
government istrying to fix a problem that has aready gotten way out of hand?

THE ECONOMY- In generd, the economy usudly runs in cycles of 4.65 years or 4 years and 8

months if you prefer. As a basic rule, the economy will advance above norma for 4.65 years, then

decline back to levelsthat are more normd over the next 4.65, then drop to below norma over the next
4.65 years and then return back to normd, where the cycle sarts al over again. This cycle in totd

measures about 18.6 years, which is very amilar to the 18-year super bull and bear market cycle just
discussed. Under this basic scenario, the economy was due to pesk inits above norma phasein August
of 1999. It will continue to decline for 9.3 years (9 years and 4 months) where it will reach its below
normd levd. This basicaly means that economic conditions will dowly decay until the year 2008,

when conditionswill start to improve again. This cycleis harder to find because the "wedlth affect” that
IS created in the 18-year super bull markets tends to hide this cycle. But if you subtract 4-years and 8-
months from August 1999, you get the year 1994, which was consdered to be a mini-recession during
Clinton's firs term as presdent. In any event, | have found this to be a farly useful tool since

economids, as a generd rule, cannot seem to do anything more than analyze the past. Based on this
cycle, | was prepared for the new economy to reach its pesk in late 1999. Again, forewarned is

forearmed. Thisparticular cycle was based on thework of Louise McWhirter and the North Node of the
Moon. In 1875 Samud Benner wrote a smal book caled Benner's Prophecies of Future Ups and

Downs in Prices. Benner's pig iron price forecast, which came true over a 60-year period, produced a
gain to lossratio of 45 to 1. Benner dso created a forecast chart of financid panicstitled Periodsin

Which to Make Money, which was probably made during the Civil War. In this chart, Benner

forecagted a high in business activity and thus a high for our financid markets for the year 1972

followed by a panic type low for 1981, avery good cdl. The actua low camein 1982, but a good call

nevertheless. Benner then called for a business activity top in 1989 as he was anticipating a mgor

recession between 1994 and 1996, which was another very good cal as 1994 certainly experienced a
recession. He expected 1996 to be a great buying opportunity with his next panic due in 1999.

Congdering this forecast was made in the 1800's, and the actud panic started one year later in 2000, |

fed that thiswasyet another great call. | bet there are plenty of people that wish they would have soldin
1999! Benner's forecasting technique was unique because he did not see cycles as symmetrica sne
waves. Ingead, Benner separated his cycles into number sequence patterns that were broken up into
very ample rhythms. Since this section of the report deals with the economy, | will give you Samuel

Benner's forecasting pattern for "business activity," Periods of "good times and high prices” i.e, the
time to sl stocks and other vaues of dl kinds. Their cycles are 8-9-10 years and repeet. For example,
1972 was the last projected "business activity” top in the sequence. Adding 8 years projected 1980 as
the next "business activity" top. Next, adding 9 years to 1980 projected 1989 as a "business activity"

top. Adding 10 years projected 1999 asa"business activity" top. Now the cycle sarts over again and we
add 8 yearsto project 2007 asa"business activity" top. Periods of "hard timesand low prices,”
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agood timeto buy stocks and other vaues and hold them until the next "business activity" top and then
unload are based on the sequence 7-11-9 years and repedat. The last low in this sequence was 1978.

Adding the 7-11-9 year sequence gives 1985, 1996 and 2005 as projected times to buy based on

Benner's work. "Years in which panics have occurred and will occur again,” are projected with the
sequence 16-18-20 years and repeet. Obvioudy, you would idedly want to unload stocks, mutud

funds or other vaues prior to a panic and buy them back at lower prices after a panic has occurred.
1965 was the last projected panic in this sequence. Adding the 16-18-20 year pattern to this date
gives 1981, 1999 and 2019 as Benner's "years in which panics have occurred and will occur again.”

Based on these three sequences (good times, hard times, and panics) one would have looked for a
buying opportunity around the "panic" year 1981 to hold into the projected "boom" year 1989. The
next buying opportunity would be the "hard time" year 1996, which would be held until the "business
activity" top in 1999 where one would start unloading stocks prior to the projected panic. Please study
these ample number patterns and examples as Samuel Benner's work has certainly stood the test of
time! A reprint of Benner's book can be ordered from the Sacred Science Ingtitute (800) 756-6141 or
www.SacredScience.com.

THE JANUARY EFFECT- | have heard many of the "experts' make mention of the January effect.
Thereisahigorica tendency for the market to rise in the month of January. | even remember reading
an aticle in the Wall Street Journd or Investors Business Daily that talked about some guy who had
meade a fortune sdlling put options on the last trading day in December so he could buy them back
chegper in January and make a profit. People who buy put options are betting the market is going
down. He was sdlling them, 0 he was expecting the markets to go up. If he was right, the options
would become worthless and he would keep dl the money he received from sdlling them. Anyway,
this person made something like $300,000 doing this over the course of 1994 to 1998 and reinvesting
al his profits each year. | know for a fact that if he kept repeating this same drategy, he had to
financialy destroy himsdf in the years 2000, 2001 and 2002. Now, January does have some predictive
vauefor those that know how to read the signs. Basicdlly, if the last week in January closes lower than
the first week, there is atendency that the whole year islikdy to finish lower. If the last week closes
higher than thefirst week, thereis atendency that the whole year will finish higher. Examples: Thelast
week of January 2000 closed lower than the first week and the market finished that year lower. Thelast
week of January 2001 closed lower than the first week and again the market ended that year lower. The
last week of January 2002 closed lower than the first week and it remains to be seen if this particular
year will end lower. Thisisjust avery basic tool that can be used each year to get afed for what the
market might do for the remaining 11 months.

| have made every attempt to make thisinformation affordable so that it reaches those that need it most.
Over the last 10 years, | have persondly spent well over $30,000 in obtaining knowledge about the
fmancd markets. Mogt of the information was not worth the price | paid for it. This cycle work has
been an extremey vauable roadmap for my long term invesment decisons, which in my opinion
makes this smdl little report worth much more than the smal sum of money it took you to obtain it!
After dl, you have abasc market forecast that is good for the next 100 years or more!
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Please refer this report to those you care about. Do not make them a photocopy, but let them purchase
it for themsalves, asit is very affordable for anyone. As| have dready said, | have spent thousands
upon thousands of dollars of my own money learning what works in the markets. By making this
report available to you at afair price, | have been very generous with my knowledge and discoveries.
After al, it did not cost you over $30,000 and asolid 20 years of your lifeto obtain it! So please do not
just give it away for free! People tend to have little respect for information they obtained for nothing.
The same rule applies to the research work of others! Hold yoursdlf to ahigh standard of integrity and
you will automatically gain the respect of others. | sincerdly wish you great successin the near future
concerning your life, happiness, persona freedom and of course your financid investments.

Sincerely Yours,

Danidl T. Farrera
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THE SECRETSOF FORECASTING ||

In the October 2002 "20th Anniversary Issue" of Technical Analysis of Stocks & Commodities, there
was a small section dedicated to former market gurus called "The Titans of Technical Andyss.” In
particular, page 34 of thisissue had a very short piece on W.D. Gann, which | would like to discuss
further. W.D. Gann was famous for his ability to forecast markets. He would map out and draw a
curve or projection of the stock market, cotton, grains and a variety of other markets one full year in
advance. Gann stated that this forecasting ability was based on his "Master Time Factor” and "Cycle
Theory." Gann's basic belief was that since supreme universal laws operate on Earth even down to
the tiniest atom, which is commonly accepted, al actions of man or of the products of the earth are
also guided and directed by these same universd laws. " By the Law of Periodical Repetition,

everything which has happened once must happen again and again and again-and not

capricioudy, but at regular periods, and each thing in its own period, not another and each

obeying its own law...the same Nature which delights in periodical repetition in the skies is the
Nature which ordersthe affairs of the earth. Let us not underrate the value of that hint." —Mark
Twain. In short, "Like causeswill produce like effects."

Today, there is a great multitude of techniques used in technicd analysis to anticipate and/or forecast

possible future movements of the markets. Some techniques, such asthe "Elliott Wave," are based on a
type of pattern recognition. Under this method of andysis, trends basicdly condst of 5 impulse waves
in amain direction followed by 3 corrective waves againg the main trend. Price swings are viewed as
being part of smdler and larger structures completing atype of growth spird in asomewhat predictable
sequence. Leveds of support and resistance are projected using Fibonacci ratios of prior impulse waves.

Moretraditiona formsof technica analys's pattern recognition include the classic chart formations such
asthe "head & shoulders," "double tops & bottoms" "triangles,” "cup & handle," "bull & bear blags"

and "Japanese candle gicks" to name a few. Other techniques rely on the measurement of market

volume and/or open interest either individually or in combination with market patterns. Then thereisthe
use of technica indicators such as moving averages, relaive strength, stochastics, momentum, etc.,

which are used to form opinions about the current condition of the market and thus anticipate somekind
of future direction. Of dl thetechniquesavailable, it isthe use and knowledge of time cyclesthat dlows
oneto project and/or potentidly moded the future price behavior! Thisis possible because price action
seemsto unfold in repetitive rhythms over time. It is my belief that W.D. Gann used his knowledge of
time cycles to make many of his incredibly accurate market forecasts in his day. Gann believed that "
Time is the mogt important factor in determining market movements' because everything moves in

cycles, asthe result of the natura law of action and reaction. "By a study of the past, | have discovered
what cycles repedat in the future”” Gann was not the only person in his day to use cycles to amass
ggnificant wedth. The extremely rich Rothchild family along with individuds like JP. Morgan adso
used cyclesto manage their investment decisonsaswell.
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In 1875, Samud Benner wrote a smal book caled Benner 's Prophecies of Future Ups and Downsin
Prices. Benner's Pig Iron price forecast, which came true over a60-year period, produced again to loss
ratio of 45to 1. Benner aso created aforecast chart of financia panicsthat wastitled "Periodsin Which
to Make Money," which was probably made during the Civil War. In this chart, Benner forecasted a
highin busness activity and thus a high for our financia marketsfor the year 1972 followed by apanic
typelow for 1981, avery good cdl. The actua low camein 1982, but agood cal never the less. Benner
then called for a business activity top in 1989 as he was anticipating a mgor recesson between 1994-
1996, which was another very good cal as 1994 certainly experienced arecesson. He expected 1996 to
be a great buying opportunity with his next panic due in the year 1999. Conddering that this forecast

was made in the 1800's, and the actua panic darted only one year later in 2000, | fed that thiswas yet
another great cdl. | bet there are plenty of people that wished they sold their stock portfolios in 1999!

Benner did not see cydes as symmetricd Sne waves. His interpretation was based entirely on number
sequences, which | believe influenced W.D. Gann. On page 75 of Tunnd Thru the Air, Gann wrote that
his "cdculations are based on the cydle theory and on mathematica sequences. History repests itself.”

Anyone who reads Benner's Prophecies ofFuture Ups and Downs in Prices will certainly find many

amilaritieswith severd of Gann's published works.

In 1944, Edward R. Dewey, President of the Foundation for the Study of Cycles, produced aten-year

stock market forecast based on a synthesis of 10 different cycles that produced a gain to loss ratio of

185to 1. Theforecast and corresponding chart can be found in hisbook Cycles, the Mysterious Forces
That Trigger Events. This was along-term projection based on 10 large cycles ranging from 4.5 to 27-
yearsin length.

In another quote from Tunne Thru the Air, Gann said "Mathematicd science, which is the only red

stience thet the entire civilized world has agreed upon, furnishes unmistakable proof of history repeating
itsdf and shows that the cycle theory, or harmonic analyss, is the only thing that we can rely upon to
ascertain the future.” The Foundation for the Study of Cycdes defines"harmonic andyss' asamethod of
describing atime series (like price and time). It is accomplished by fitting Sne-cosine curves of harmonic
(unit fraction) lengths to the data series. When combined, the sne-cosine curves so obtained will

reproducethe origind data series curveto any degree of accuracy desired, depending upon the number of
sne-cosne curves used. Based on his gpproach, W.D. Gann daimed that it was judt as easy to forecast
the upcoming year, asit wasto forecast the next 100 years based on his cycle theory. After many years of
research, | can certainly understand hisopinion. Along with thisarticle, I'mincluding achart | created that
atempts to modd the markets movements over the last 112 years usng only the summation of 16
different cydesand amplitudes. Overdl, this chart has been avery good modd of the ock market and it
can eadlly be projected out for the next 100 years just as Gann claimed. "The futureisjust arepetition of
the pagt.” | have recently finished a book on market cycles cdled Wheds within Wheds, The Art of
Forecagsting Financial Market Cycles, which will indude the 100 year stock market projection based on
these same 16 cycdles. Examples of shorter term forecasting based on cycles of shorter length are dso
provided in the materid. All of my persond Exce worksheets and stock market data will be included
with the materid s0 that you can duplicate the basc process for other markets. | have dreedy received
many nice e-mallsteling me that the 100 year projection aone is worth severd times the price of the
entire book.
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The wheels materia covers both the long-term forecasting and more intermediate term forecasting of

the U.S. Stock Market using purely cyclic models. In addition to the stock market cycles, | have dso
provided some long-term cycle work for the bond market (interest rates) and gold. Recently, asafavor
to a student, | added a cycle spreadsheet and projection for the Austrdian Dollar as a free bonus.

Contact Traders World, The Sacred Science Ingtitute (800)756-6141 or www.SacredScience.com for

availability. For those that would like an aternative to ordering the "Whedls Within Whedls' materid, |

have a "Specid Stock Market Report” that illustrates two dominant long term cycles in the stock

market and projects this pattern 100-years as a Ssmple modd. This report can be ordered a www.
tradersworld.com for $29.95 with a 100% money back guarantee. Serious cycle students should aso

obtain a copy of Edward Dewey's course How to Make a Cycle Analysis from The Sacred Science
Ingtitute. This 630-page course was written in 1955 and has somehow recently resurfaced. | have just

obtained a copy and must say thet it is Ssmply the best work on cycle andlyss thet | have ever seen. |
certainly wish | had obtained thisinformation severa years ago!

Daniel T. Ferrera
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W .D. GANN'SANNUAL FORECASTS

During his career, W.D. Gann made annud forecasts available to the public for a variety of markets,

including the stock market averages, grains and cotton. These forecasts sold for $100 during the Greet
Depression in the 1930's, which would be equa to paying over a $1000 in today's money. Gann dways
kept the basis of this forecasting technique velled in secrecy, primarily due to the smplicity of the
method. After dl, if the generd public knew how these forecasts were produced, they probably would
not have been willing to pay such high prices for them. The basis of the method is, in my opinion,

amost exactly the technique described in Professor Weston's book, Forecasting the New York Sock
Market, dso known as The Geometrical System of Forecasting. If you make a sudy of Gann's

Forecasting Course and serioudy compare it to Weston's, | think you will find them amazingly smilar.
For example, both Gann and Weston believed that the prior 10-year and 20-year intervas or cycleswere
the key to anticipating what the market would do in the present year. Although Weston used monthly
data, and Gann used daily data, you will find that their respective forecasts for 1929 are basicaly

identica in terms of the generd trend of the market. | have stated before that the future isbut arepetition
of the padt; therefore, to make up aforecast of the future, you must refer to the previous cycles. Gann
wrotein his "Master Forecasting Course” that: "The previous 10 year cycle and the 20 year cycle have
the most effect in the future, but in completing a forecadt, it is best to have 30 years past record to

checkup, asimportant changes occur a the end of 30 year cycles" Professor Weston illustrated the same
thing and specificadly stated that he believed the phenomenon was caused by the angular distances
between the planets Jupiter and Saturn. When you compare Professor Weston's 1929 forecast with

Gann's, you will seethat Professor Weston smply averaged out the years 1878, 1889, 1898, 1909, and
1919. Gann utilized the years 1869, 1909, 1919. The main difference in the two was that Weston used
the years 1878 and 1898. Professor Weston explained in his work that due to the varying speeds of

Jupiter, Saturn and the gpparent retrograde motion as viewed from the Earth, at certain periods, some
caendar years would repest as both the ending of a prior cycle and the start of anew cycle while other
years are skipped over entirely. Now, snce Gann was very much into numerology aswell as astrology,

he most likely iminated the yearsending in 8" to make hisforecast. The basi ¢ gpproach that underlies
both Gann and Weston is to locate and line up prior years with the angular relationship of Jupiter and

Saturn. Once you have found afew of these "andogous' years, you smply average them al together to
create a forecast for the current year or cycle. That is the basis of their entire forecasting method in a
nutshell. This "geometrica forecasting system” can be applied to shorter time periods as well and the
leve of detail can be taken to many degrees of intricacy once you understand the basics. Asan example,
one ofmy course owners decided to apply Gann's and Weston's use of Venus in predicting the stock

market. Weston comes right out and states thet it is Venus, while Gann smply cdlsit a 7-month cycle.

In any event, this "student” smply took the average of the prior five cycles of heliocentric Venus and

used the datato create a projection for the current cycle. In other words, he smply took five complete 7-
month cyclesin the S& PS00 and averaged them all together to create an average projection of what the
next 7-month cycle should basically do.
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As you can see from a study of the chart below, the market is basicaly following the projected stock
market curve made from averaging the prior 5 cydes of Venus. Thisisthe same technique that Professor
Weston illustratesin hisbook and isin my opinion directly related to Gann's overal forecasting approach.
Adding the Mercury cycle would further enhance the forecasting resolution. In closing, | suggest that you
serioudy study the basics of the longer-term forecadt, then refine and fine-tune the gpproach by doing the
exact same thing with the smaler cydes that are contained within the larger cydes. This is the main
reason why Gann created chartslike " The Mader 20-Y ear Forecadting Chart.”

He wanted a smple method of stacking each 20-year period of market data on top of one another so he
could see when tops and bottoms were likely to occur in the present cycle. Thereis no other reason for
meaking charts of thistype. In today'sworld of cycle andyss, this method is more commonly known as
aray andyss. For dl the mystery, hype and high cost associated with these forecasts and " The Master
Time Factor,” it certainly gppears thet it was a rdaively smple concept. Another market prediction

technique, that is redly just another aray andlyss, is the Ddta Phenomenon by Weles Wilder. This™
Phenomenon” is primarily related to the sun and moon. Once you find a cycle time period that

consgently turnsthe market, array andysiswill give you the cyclées basc shape.
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THE KEYS TO SUCCESSFUL SPECULATION

Daniel T. Ferrera

2004. 473p. + supplements. The Keys To Successful Speculation presents the first fully intact trading
manual, which will clearly teach anyone, including those with absolutely no prior knowledge of the
markets, Gann, or forecasting in general, to successfully trade in any market, from stocks, to futures, to
options, in any time frame, from day trading to long term trading, beginning with very limited capital, as
little as a few thousand dollars. This book is not esoteric, and is not focused on abstract analytical and
theoretical principles, but is totally application orientated, specifically outlining a clear trading strategy
incorporating all necessary principles of money management, charting, risk management, swing trading,
signal generation, the use of options and much more. Contents: Introduction; Dedication; Risk Discloser;
Commodity Basic; How Much Do You Need To Start Correctly; The Profession & Business; Charts; The
Keys To Successful Speculation; Mathematical Analysis Section 1; Perspective; Mathematical Analysis Il
Geometry Review; Instantaneous Balance Stability; Gann’ Mechanical System; Swing Trading
Improvements Theory & Principle; Understanding and Exploiting Lost Motion; Endpoints of Swings Have
Magnetic Force; Zones of Influence Define Test & Failure; Simple Profit Targets & Market Examples;
Trading Pattern #2; How Price Can Change Polarity; The Fourth Time at The Same Level; How to
Determine A Useful Swing Size; How To Determine Useful Stops; Trading Is A Profession; Understanding
The Options Opportunity; Probability of A Price Move; Understanding Option Spreads; Successful
Trading ; What Is Luck; Conclusion; Opportunist System; Swing Trading Stocks Based on Square Roots;
Questions & Answers; Understanding Trends & Trendline Breaks; Trends Again, Bar Grouping
Technique; Gann’s Red Light Green Light Trend Indicator; Using Inside Bars to Enter With the Trend;
Gann’s Natural Resistance Levels & Cycle Points. Includes CD ROM with TradeStation Indicators.
Deluxe Quarto Hardcover Edition. Black Suede w/Gilt Lettering. CAT#500 $1500.00

THE PATH OF LEAST RESISTANCE

The Underlying Wisdom & Philosophy of W. D. Gann Elegantly Encoded in the Master Charts.
By Daniel T. Ferrera

2015. Text: 298 Pages, Appendices: 100 Pages. Numerous Diagrams. Software Included. The main
purpose and objective of this course material is to provide the reader with a comprehensive yet practical
understanding of W.D. Gann's most useful trading tools and their many uses. Over his 50 year trading
and advising career, W.D. Gann developed approximately 40 different trading tools, calculators and/or
mechanical methods to trade with and many of them are presented in this very detailed course. The
material in this book will explore Gann'’s different techniques and tools for trading according to his rules,
and is intended to be a very practical guide to be used in conjunction with the risk management principles
and account management rules presented in my earlier course, The Keys to Successful Speculation.
CONTENTS: The Basis Of Gann's Method; Important Clues, 4th Dimension; Base 10 Method; Parallel
Angles; Squaring Or Balancing Price Charts; Base 10 Fractal System; Base 10 summarized; Visual
Balancing Method; Squaring Price With Time; Three Ways To Square Time And Price; The Most
Important Angle, Diagonal; Second Most Important Angle, Horizontal; Third Most Important Angle,
Vertical; Sections Of Bull And Bear Markets; Short Summary; Simple Time Periods; Balancing Time With
Equal Time; Summary Of Simple Time Periods; Short Term Time Projections; Fibonacci And Natural
Squares; Formations & Form Reading; Swing Indicator; Where To Place Stop Loss Orders; Formations
Review; The Halfway Point; Moving Average Trend Indicator; The Law Of Vibration; Price Changes Are
Vibrations; Let The Market Tell Its Own Story; Support And Resistance Levels; Odd And Even Squares;
Fibonacci Price Projection; Square Roots; Price Projection Method; Projection Process Applied; Money
Management; The Square of Odd & Even Numbers; The Spiral & Square Charts; Time Counts & Quick
Calculations of Angles; Conclusion. Appendices: All Gann Courses & Materials Referred to...

CAT#300 Deluxe Quarto Hardcover Edition. Black Suede w/Gilt Lettering. $1995.00

ECONOMIC & STOCK MARKET FORECASTING

W. D. Gann’s Science of Cyclical Periodicity Sequencing

Daniel T. Ferrera

2013, 285p. Numerous Diagrams. Software & Data Included. After seven long years of waiting since Dan
Ferrera wrote his last course The Spirals of Growth & Decay, we are very happy to announce the release



of his newest and latest work, Economic & Stock Market Forecasting, W. D. Gann’s Science of Cyclical
Periodicity Sequencing! During these last years, while Ferrera’s interests have focused elsewhere, he has
continued to write his Yearly Outlooks, giving a forecast for the economic environment and general stock
market. These Outlooks have continued to be very popular, and have honed Dan’s analysis and
forecasting abilities to a new level, leading him to a NEW BREAKTHROUGH in his understanding of
Gann’s most complicated and secretive forecasting methodology, what we would call Cyclical Periodicity
Sequencing. The intent of this course is to explain Gann’s science of Mathematical Sequencing of
periodic market patterns, and how it works in conjunction with Gann’s “cycle theory”, in order to forecast
the general economy, stock market, or individual stocks, through identifying the periodic sequences of
market action. It also presents a study of Key Options Strategies and techniques to take advantage of
these forecasts for both short and long term trading. The course presents new material upon one of
Gann’s very deepest levels of analysis, which to our knowledge has never been so clearly and applicably
presented in any other work prior to this. CD ROM Including Excel Cycle Modeler, Planetary Cycle
Calculator & Dow Jones Data 1790-2010 Monthly, 1900-2013 Daily. INCLUDES FERRERA'S
OUTLOOKS FROM 2009-2014! MEMBERSHIP IN ONLINE FORUM INCLUDED!

CAT#444 Deluxe Quarto Hardcover Edition & CD Rom. Black Suede w/Gilt Lettering. $2995.00

MYSTERIES OF GANN ANALYSIS UNVEILED!

Daniel T. Ferrera

2001, 350p. This course presents the most detailed explanation of Gann Theory &Application ever before
released to the public. Covering in detail a dozen of Gann's most difficult analysis techniques and
theories, this course will advance the general reader to levels far beyond most Gann "experts" known
today. Contents: The Astrological Secret Of Gann Angles; Analysis Of The Coffee Letter & Planetary
Vectors Or Angles; The Cosmology Of 17 Years; Squaring Price With Time; Forecasting With Planetary
Cycles; The 37 Year Cycle Pattern In The Dow Jones Industrial Average; Important Formulas And
Techniques For Planetary Cycles; Three Term Proportion Of Planetary Longitudes; Gann’s CE Average,
MOF Formula & Master Charts; Periodic Number Cycles; Support & Resistance Techniques From The
Square Of 9; Converting Planetary Longitude To Price; Converting A Horoscope Into A Price Calculator;
Gann’s Master Mathematical Formula For Market Predictions; Mass Pressure Forecasting Technique;
Forecasting The Stock Market With Cycles; Gann’s Permanent Charts; Gann’s Base Ten Method;
Balancing Solar Longitude With Price On The Square Of 9; Tunnel Thru The Air; Soybean Letter To
Private Student; Market Volume; Conclusion. Includes 6 computer programs to calculate the various
Gann techniques listed above.

CAT#439 Deluxe Quarto Hardcover Edition. Black Suede w/Gilt Lettering. $1,500.00

WHEELS WITHIN WHEELS:

The Art of Forecasting Financial Market Cycles.

Daniel T. Ferrera

2002, 230p. Numerous Diagrams. The newest course by Dan Ferrera, breaking down the 16 primary
component cycles of the DOW Jones Averages, producing an accurate map of the last 100 years of
history, and projecting the cycles ahead to 2108. Includes all Excel Spreadsheets with all cycle
calculations and charts, and the 100 year projection DFT Barometer. Contents: PART | - Special Stock
Market Cycle Report; Author’s Introduction; The 18-Year Super Bull & Bear Market Cycle; The Big
Picture; A Closer Look At Cycles; The 42-Year Cycle; Interest Rates; The Economy; The January Effect;
2002- 2102 Major Trend Cycle Composite Forecast; PART Il — Special Stock Market Cycle Report;
Author’s Introduction; What is a Cycle?; The New Era; The Four Primary Intermediate Cycles; W.D.
Gann’s Stock Market Patterns; The 10 & 9 Year Cycles; The Shorter Cycles; Putting Them All Together ;
S&P 100 Year Projection Using #1 & #2 Dominant Cycles; Follow The Yellow Brick Road; PART Ill — The
DFT Long Term Stock Market Barometer; 16 Cycle Composite Barometer; Is Timing The Market Worth
The Effort?; The 54-Year & 12-Year Cycles In Bond Yields; Cycles In Gold; Stock Market Cycle Charts;
APPENDICIES: 1 - Garrett Torque Analysis Example; 2 — How To Create A Composite Cycle; 3 — Vectors
& Phase: What is a Vector?; 4 — Understanding Cycles; 5 — Wyler's Theoretical Considerations; 6 —
Dewey’s Cycles In The Stock Market; 7 — Cogan’s Rhythmic Cycles; 8 - Chase’s Economic Time; 9 —
Wood'’s Stock Market Time Cycles; 10 — Martin’s Trend Action; 11 — Weston’s Geometrical Chart System;



12 — Bibliography & Recommended Reading. CD ROM Including Excel Cycle & DFT Worksheets.
CAT#447 Deluxe Quarto Hardcover Edition. Black Suede w/Gilt Lettering. $450.00

THE GANN PYRAMID: SQUARE OF NINE ESSENTIALS

Daniel T. Ferrera

2001. A new groundbreaking course on the Square Of Nine, W. D. Gann's most mysterious calculator.
This course is full of never before seen principles and techniques of analysis using Gann's Square of 9,
with detailed explanations of their applications to the markets. Introduction; Navigating With the Square of
Nine; Bible Interpretations Related to W. D. Gann; What Gann Said About the Square of Nine; Six
Squares of Nine; Square of Nine Time Applications; Price Targets For Support & Resistance; Using A
Square of Nine Table; Time As a Price & Price as a Time; Gann Angle Projection; Square of Nine Time
Techniques, A Different Look at History; Analyzing Markets; Nine Rules For The Square of Nine; Periodic
Number Cycles; Price as a Time Period; Price Levels For Support & Resistance; Converting Astronomical
Longitude to Price; Another Astronomical Technique; Fibonacci Ratios; Conclusion; W. D. Gann
Calculators. Includes an Excel Square of Nine Calculator, and Plastic Overlay.

CAT#438 Deluxe Quarto Hardcover Edition. Black Suede w/Gilt Lettering. $395.00

W. D. GANN’S MASS PRESSURE FORECASTING CHARTS

Daniel T. Ferrera

2004. 103p. This new book by Daniel T. Ferrera develops a theory of how Gann most probably created
his Mass Pressure Forecasting Charts. “Of all the Gann forecasting techniques known, the Mass
Pressure Formula has been one of the most closely guarded secrets. In fact, there are very few “Gann
Experts” that even know how to create a Mass Pressure Chart or anything about the nature of its
construction. These charts are based entirely on Gann’s philosophy that “the future is nothing but a
repetition of the past”. Each year, W.D. Gann would draw up a stick figure forecast of the stock market
averages and various commodity futures in his Supply & Demand newsletter service. He would provide
commentary that would provide an outline of what he expected the market to do. Gann said that the
future was just a repetition of the past and one needed only the right beginning to predict the future. In
later years, Gann provided something he called the Mass Pressure Chart. In his advertisement for his
Master Mathematical Time Price and Trend Calculator, Gann said that he would provide a Mass Pressure
Chart for the upcoming year. Based upon its vague description, the Mass Pressure Chart is supposed to
indicate bullish and bearish trends according to Gann’s Master Time Factor. | have talked to many Gann
experts about the Mass Pressure Chart and most have no clue as to what it may be. | have never seen
an actual original Mass Pressure Chart from W.D. Gann and | do not know of anyone else who has come
across one. This course presents what | feel is most likely the solution to this question.” Dan Ferrera.
Contents: Instructions for Using the Excel Mass Pressure Worksheet. Mass Pressure Forecasting Article
from Traders World Magazine. W.D. Gann’s Mass Pressure Chart. W.D. Gann’s Secrets to Forecasting.
Forecasting Monthly Moves. W.D. Gann’s 1929 Forecast Recreated. Special Stock Market Cycle Report |
(Free Bonus). Special Stock Market Cycle Report | (Free Bonus). W.D. Gann’s Original Forecasting
Course. Includes CD ROM with Detailed Excel Spreadsheets for Creating Mass Pressure Charts, &
Spreadsheet Duplicating Gann’s 1929 Forecast.

CAT#495 Deluxe Quarto Hardcover Edition. Black Suede w/Gilt Lettering. W/CD ROM $195.00

STOCK MARKET PREDICTION: THE HISTORICAL & FUTURE SIDEROGRAPH CHARTS &
SOFTWARE. Donald Bradley. (Charts & Software by Daniel Ferrera)

1948, 2004 180p. The Planetary Barometer & How to Use It. Donald Bradley’s Siderograph Indicator is a
very popular market indicator used by many analysts to give current turning points and trend indications
for the markets. We have kept Bradley's original work available for many years, but there has never been
software to produce the charts readily available. Upon learning that services charged up to $100 per year
for each Bradley chart, and that the only available software to produce the charts ran into the thousands
of dollars, we put together a new version of Bradley’s work including the Bradley Siderograph charts for
100 years from 1950 to 2050, including the software so that anyone can produce these charts for
themselves. The historical charts will also allow researchers to track past performance of the Siderograph



for the past 55 years of market history, and to have ready-made charts covering the next 45 years. This
book includes a CD ROM with the software, and is bound in a Hardcover. CONTENTS: Mystery of Mass
Psychology; Human Response to Outside Forces; Tides In Affairs of Men; Cycles Write World History;
Search for Causes; 3 1/2 Year Business Cycle; Planetary Aspects Are The Secret; Jupiter-Uranus Cycle;
Planetary Periods & Synods; Symbols; Aspects in Action; Power of Aspects; Line of Aspectivity;
computing; Example; Sideograph; Promises & Limitations. 100 Years of Siderograph Charts.

CAT#496 HARDCOVER W/CD ROM. PRICE $195.00

FERRERA COMPLETE OUTLOOKS - 2008 — 2015

(INDIVIDUAL OUTLOOKS FOR EACH YEAR ALSO AVAILABLE ANNUALLY)

Daniel T. Ferrera

Sep, 2008 — Dec, 2015. Dan began these yearly Outlooks in 2008, and has continued the tradition for 8
years now. His sequence of yearly Outlooks serves as more than just a financial road map, they present
a detailed course on applied technical analysis and forecasting by one of the leaders in the modern field.
The greatest insight is gained by studying the entire sequence and logic of the Ferrera Outlooks from
2008 progressively through 2015. After studying these, you will never approach a market in the same
way! For new customers who have not subscribed in the past, we offer this special package of the
complete Outlooks from 2008-2015 at a discounted price!

PDF FILES DELIVERED BY EMAIL CAT#237 PRICE $500.00

STUDIES IN ASTROLOGICAL BIBLE INTERPRETATION

Daniel T. Ferrera

2001. An interesting exploration of the process used in coding astrological and astronomical cycles into
literature. Engages in a thorough analysis of the book of Genesis, exploring coding systems by which
astrological symbolism is veiled. Contents: Study of George Bayer’s Bible Interpretation; A Study of
Ludwig Larson’s Key to the Bible & Heaven; A Study of David Fideler’s Jesus Christ Sun of God;
Revelations Revisited; Bible Interpretation Related to W. D. Gann; 666 The Number of the Beast; A Study
of the Book of Genesis; The Number 12; The Great Flood; Astrological Analysis of Astrological Codes of
Genesis; Noah & His Sons; The Complete Book of Genesis is Broken Down Into Astrological Symbolism.
Includes two horoscopes of the Bible.

CAT#440 Deluxe Quarto Hardcover Edition. Black Suede w/Guilt Lettering. $75.00

GANN FOR THE ACTIVE TRADER

New Methods for Today’s Markets

Daniel T. Ferrera

2006. 150p. In this new book, Gann expert Dan Ferrera presents a number of new techniques for trading
in today's markets which build on and expand the trading methods of the legendary trader of yesteryear,
W.D. Gann. It is exceptionally difficult to learn how to use Gann's methods effectively...and this
outstanding new book is a treasure chest for those interested in Gann's work. Includes a bonus 80 page
Gann mini-course! This book serves as an excellent introduction to the work of Dan Ferrera giving some
introductory techniques using principles from the work of W. D. Gann. For those who would like to review
his work and through process before purchasing his more specialized and advanced courses, this work is
a cheap and easy place to begin. Contents: Trading is a Profession; How Much Do You Need to Start
Correctly; Commodity Basics; Risk Disclosure; The Most Neglected Trading Discipline; W. D. Gann’s
Most Important Money Management Rules; Understanding the Basics; Understand Trends and Trend
Line Breaks; Market Swings; Support and Resistance; Short Term Consolidation Patterns; Trends Again:
Bar Grouping Technique; Swing Trading: A Quick Word about W.D. Gann; Explaining Gann’s 50% Rule;
Gann’s Red Light Green Light Indicator; ABC’s & 123’s; Putting it all Together; Using Inside Bars to Enter
in the Direction of the Larger Trend; Understanding the Options Opportunity; Timing Important Stock
Market Bottoms; Successful Trading; What is Luck?; Bonus Material: W.D. Gann Mini-Course.

CAT#517 Deluxe Quarto Hardcover Edition. $75.00



COSMOLOGICAL ECONOMICS

THE MASTERS OF TECHNICAL ANALYSIS SERIES

The Masters of Technical Analysis Series brings together a collection of the most important
classical and modern works on technical analysis and financial market forecasting. These classic
works from the Golden Age of Technical Analysis were carefully selected by the late Dr. Jerome
Baumring of the Investment Centre Bookstore in the 1980’s, as representing the most valuable and
important works in technical analysis ever written. They were included as the foundational source
texts for his program in advanced financial market analysis and forecasting, and serve as the ideal
foundation for any analyst seeking a thorough education in market theory and technical trading.

The Golden Age of technical analysis was a period from the early 1900’s through the 1960’s
where the foundational theories of modern financial analysis were initially developed. The ideas
and technologies developed during this fruitful period have formed the basis for most modern
technical market theory, which is considered to be mostly a repetition or reworking of these past
ideas and techniques developed by the Old Masters of the Golden Age. In these historical works
can be found the timeless trading wisdom which has laid the foundation for all modern
investment theory and literature. These techniques are as useful in today’s markets as they were
in the past, providing rare and valuable insights, tools and strategies that give the modern trader
an edge over traders and investors that are unaware of these time honored tools.

Each quality reprint of these classical texts has been reproduced as an exact facsimile of the
original text, maintaining the original layout, typeset, charts, and style of the author and time
period, helping to preserve and communicate a sense of the feeling of the original work that a
reproduction in modern format does not capture. Many of these rare works and courses were
originally printed in only very small private editions or as correspondence courses, so that the
originals were easily lost or destroyed over time. Our reproductions of these important source
works have been printed on acid free paper and bound in a quality hardcover format that will
compliment any trading library and help to preserve this important resource for generations to

come.

The series is also currently being digitized and archived for permanent digital preservation
by the Institute of Cosmological Economics, creating a searchable reference library of market
wisdom accessible globally and available in new digital formats to keep the knowledge fresh and
accessible through new devices and technology as we advance further into the information
revolution. To see our full catalog of hardcover reprints, new publications, and digital editions
please visit our website at www.CosmoEconomics.com.
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Samuel Benner, An Ohio Farmer - Benner's Prophecies - Of Future Ups and Downs in Prices - (1879)

Geo. W. Cole, La Marquette - Graphs & Their Application to Speculation - (1936)

Frank Tubbs - Tubbs' Stock Market Correspondence Course - (1944)

R. N. Elliot - Collected Works of R. N. Elliot - The Wave Principle. Nature's Law: The Secret of the Universe. "The
Wave Principle”: A Series of Articles Published in 1939. - (1946)

Joseph A. Wyler - Wyler Series on Stock Market Speculation - Vol.1, The Application Of Scientific Principles To
Stock Speculation. Vol.2, Trading And Trending - (1960)

Edward Dewey - How to Make a Cycles Analysis - Correspondence Course in Advanced Cycle Analysis- (1955)
Nikolai D. Kondratieff - Long Waves In Economic Life - (1935)

Pickell & Daniel - Pickell-Daniel Extension Course of Market Analysis - (1937)

Franklin Paul Jackson - The I-S Method - Individual Stock - Intermediate Swing - (1972)

Richard Schabacker - Technical Analysis & Stock Market Profits - (1930)

Richard Schabacker - Stock Market Profits - (1934)

M. V. Woods - Seven Studies In Stock Market Trading - (1943)

William Dunnigan - Collected Works of William Dunnigan - Gains in Grains. New Blueprints for Gains in
Stocks & Grains; Barometers for Forecasting Stocks. One-Way Formula for Trading In Stocks & Commodities - (1957)
Henry Ludwell Moore - Collected Works of Henry Ludwell Moore - Economic Cycles Their Law & Cause.
Generating Economic Cycles. Forecasting The Yield of Cotton - (1923)

Edwin S. Quinn - Action - Reaction Signals - (1950)

Emil Schultheis - Basic Trend Barometer - A Long Term Stock Trend Study - (1946)

Payson Todd - The "Todd Theory" of Market Measurement & Price Projection - (1953)

Dr. Alexander Goulden - Behind The Veil - (2010)

C. S. Johnson, C. P. A. - A New Technique of Stock Market Forecasting - (1931)

William D. Gann - The Collected Writings of W. D. Gann, Volume I - Marketing Brochures, Interviews, Annual
Forecasts & Trading Records - (1909-1954)

William D. Gann - The Collected Writings of W. D. Gann, Volume II - The Master Time Factor: No. 3 Master
Forecasting Method & Stock Market Forecasting Courses - (1921-1954)

William D. Gann - Collected Writings of W. D. Gann, Volume III - Master Mathematical Formula, Calculators &
Astrological Writings - (1955)

William D. Gann - Collected Writings of W. D. Gann, Volume IV - The Complete Commodity Courses - (1940)
William D. Gann - Collected Writings of W. D. Gann, Volume V - Introductory Stock Market Courses,
Mechanical Methods, & Trend Indicators Courses - (1935-1950)

William D. Gann - Complete Collected Writings of W. D. Gann - In 5 Volumes - (1955)

Timothy Walker - How To Trade Like W. D. Gann - An Exploration of the Mechanical Trading Lesson on U. S.
Steel - (2014)

James P. Morton - When to Sell to Assure Profits - (1926)

Daniele Prandelli - The Polarity Factor System - An Integrated Forecasting & Trading Strategy Inspired By W. D.
Gann’s Master Time Factor - (2012)

Daniele Prandelli - The Law Of Cause And Effect - Creating A Planetary Price/Time Map Of Market Action
Through Sympathetic Resonance - (2010)
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Perspectives, National Graphic Co. - The Great Bull Market & Collapse - (1932)

Richard Martin - An Introduction to Trend - Action - A Scientific Method of Forecasting - (1943)

George Bayer - Money Investing In Stocks, Trading In Commodities, Or The Time Factors In The Stock
Market - The Art of Scientifically Detecting Direction & Distance of Swings - (1937)

George Bayer - The Egg of Columbus - (1942)

George Bayer - Stock & Commodity Traders Hand-Book of Trend Determination - Secrets of Forecasting
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Dickson F. Watts - Speculation as a Fine Art - & Thoughts On Life - (1865)

Henry Ansley - I Like the Depression - (1932)

Henry Hall - How Money is Made in Security Investment - Or A Fortune At Fifty-Five - (1908)

Dr. Jerome Baumring & Julius J. Nirenstein - Gann Harmony: The Law of Vibration: The Complete Course
Manuals & Lecture Notes - The Complete Gann 1-9 Course Manuals. Compiled By Dr. Jerome Baumring With Notes
On W. D. Gann's Hidden Material: The Complete Gann 1-9 Lecture Notes - (1989)

Dr. Jerome Baumring - Gann Harmony: The Law of Vibration. The Complete Course Manuals - Course
Manuals For Gann 1 Through Gann 9 - (1989)

Julius J. Nirenstein & Dr. Jerome Baumring - Notes on W. D. Gann's Hidden Material: The Complete
Lecture Notes - Lecture Notes for Gann 1 through Gann 9 - (1989)

Alfred Friedman - Lecture Notes from Baumring's Investment Centre Series - (1987)

B. Edlin - Minor Swings of the Stock Market and their indications - (1924)

Henry Howard Harper - The Psychology of Speculation - The Human Element In Market Transactions - (1926)
S. A. Nelson - The ABC of Options & Arbitrage - (1904)

Daniel T. Ferrera - The Gann Pyramid - Square of Nine Essentials - (2001)

Daniel T. Ferrera - The Mysteries of Gann Analysis Unveiled! - A Detailed Presentation of W. D. Gann's
Technical Trading Principles - (2001)

Daniel T. Ferrera - Wheels Within Wheels — The Art of Forecasting Financial Market Cycles - (2002)

Daniel T. Ferrera - W. D. Gann's Mass Pressure Forecasting Charts - (2004)

Daniel T. Ferrera - The Keys to Successful Speculation - (2004)

Daniel T. Ferrera - Spirals of Growth and Decay - Exposing the Underlying Structure of Financial Markets (2005)
Daniel T. Ferrera - The Path of Least Resistance - The Underlying Wisdom & Philosophy of W. D. Gann
Elegantly Encoded in the Master Charts - (2014)

Warren Hickernell - What Makes Stock Market Prices - (1932)

William C. Moore (Market Expert) - Wall Street - Its Mysteries Revealed, Its Secrets Exposed. - (1932)

THE MASTERS OF TECHNICAL ANALYSIS SERIES c© COSMOLOGICAL ECONOMICS c WWW.COSMOECONOMICS.COM



http://www.cosmoeconomics.com/




	Page 2
	Page 3
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 75
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 94
	Page 95
	Page 99
	Page 100
	Page 101
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	TOC.pdf
	Page 1

	Ferrera_103_Insert.pdf
	Page 1
	Page 2

	Ferrera_105.pdf
	Page 1

	Ferrera_109.pdf
	Page 1

	Ferrera_118.pdf
	Page 1

	Ferrera_128.pdf
	Page 1

	Ferrera_05.pdf
	Page 1

	Ferrera_41.pdf
	Page 1

	Gann_Bonus.pdf
	Page 1

	inserts_Ferrera.pdf
	Page 3

	Bonus_Gann_Insert.pdf
	Page 1




