Market Technical Analysis REPORT

using Integrated Pitchfork Analysis

by Dr Mircea Dologa, MD, CTA

MORNING of May 21st — 2007

The traders must progressively monitor the conditions of the market movements that validate or
invalidate the recommended forecasts. The market forecasts of this study have a very high probability,
but they might not be exact. An astute trader, always trades the market behaviour, not only the
forecasts. Go with the market, let it be your guide and never impose anything on its behaviour.

Our research strongly suggests a “fop-down” market analysis rather than other procedure. In our opinion, the performed

studies with Cash Index data are more illustrative than those with Futures Index data. However, due to our Futures
trading preferences, we will use every time, the most adequate data, for that specific traded vehicle.

1. Dow Jones Industrial Average Cash Index — DJIA
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Monthly Chart — As the traders always say “the Dow is the maker of the World Markets”, 1 couldn’t more
agree with it, due to indice’s ubiquitous influence. The market flow is continuing its strong up-sloping trend.
The last bar, the third green one in a row, is strongly approaching the upper 25% slant line, a Gann ratio. The
fast trespassing of the ML and u-mml, highly suggest the up-move continuation. The market flow is
approaching the three decisive confluence points formed by some of the median lines of both pitchforks and
the horizontal Fibonacci ratio lines at the probable W5 termination, the 13788 and 14026 levels.
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Weekly Chart — W. D. Gann always said that the weekly chart, especially the 2-week swing chart, is the best
indicator of the trend. With the straight 7 green bars, in a row, the market flow confirms its strength. The
Fibonacci ratio momentum bar count forecasts a probable trend reversal when the total number of trending
bars is one of the Fibonacci numbers: 5, 8, 13, 21, 34, etc. It is highly probable that this may happen by the
end of this week, when the market flow could reach the decisive confluence points at 13711 and 13805 levels.
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Daily Chart — The up-sloping market flow tested and then re-tested the upper-median line of the major
pitchfork (U-MLH). This represents a very strong signal of the up-move continuation. The minor pitchfork
has the merit to perfectly describe the local market flow. It assists the trader to identify one of the possible
confluence zones, which will pinpoint a reversal, or on the contrary, an acceleration of the trend. The set of
the three steep slope emas (C) efficiently reveals the up-sloping trend.

If you did not take the opportunity of getting long at the re-test of the U-MLH 13475 level, it would be wise
to wait, either to go long at the next pullback or to take a short trade at the first sign of reversal. Watch
carefully the next confluence opportunity, around 13650-60 level zone, when the market price will intersect
the warning line of the minor pitchfork (wl-01) and the upper Bollinger band. An eventual short trade signal
will be emphasized if the day’s bar will pierce de upper Bollinger band and then will rapidly retrace, closing
under its 50% level. All this being said, the bounce on the TL-01 trend line of the CCI strongly suggests a
long trade, as soon as the signal is confirmed!
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240min_Chart — The ascending channel has already guided the market to exceed the classic value of wave 3
(W3=1.618*W1) at 13351 level and is now short of only 10 points of reaching the 13568 level where
W3=2.00*W1. It is very probable that the market flow will break this level, thus forcing the wave 3 to reach
farther extended targets such as 13652 or 13920 levels, respectively 2.146 and 2.618 Fibonacci ratios. The up
sloping continuation of the market flow will lead the RSI to perform the following behavioural steps: the
cruising along the ascending narrow channel across the under-overbought zone (60%-80%), the breakout of
TL-02, and finally the trespassing into the overbought territory (above 80% level). Every step of this
development can be associated with an Add-On procedure (scale-in) coupled with an adequate stop loss.

Dow 240min - EW Channels +++ - ®2007 eSignal, Inc.
[SINDU - DOW JONES INDUSTRIAL AVERAGE,240) Dynamic,0:00-24:00

2.618 (13920.4308)

| Copyright L"I m‘[ 'T‘

A 13800.00
Outer Parallel Line (PH-02) = 2.146 (13651.3556)
2.000 (13568.1247) [A3R0NNNN
/I‘r 1i" wa=zoowi BRI
i
Inner Parallel Line (PH-01) " ‘ h T 13400.00
i ,di il ‘ .! 0-2 trend line
o it 13200.00
W1 Parallel trend li M
rallel trend line 'H'Y‘ 1 l‘ll -
13000.00
12800.00
i 49enn nn
? (rieds 12567.06p
wabtall v
'h" 1 ‘
I [ 12400.00

GET RSI(14,7,3)

TL-

B0%

[

N\
W e

O: 13476.40 H: 13558.48  L: 1347640 C: 1355653

25

4| | GET RSI{14,7 83ET Osc(5,3: 2 Volume, Volume MA(, Commedity Channel Index(20,C) ]
15:00 04/02 04/09 04/16 04/23 04/30 0s/07 05/14

Dow 120min - World Mk Guider +++ - 82007 eSignal, Inc.
[SINDU - DOW JONES INDUSTRIAL AVERAGE,120) Dynamic,0:00-24:00

O: 1347640 1385848 L AMTEAD  C:13556.5) [WlIRTEENN

* 21-ema (C)
* 50-ema (C]
* 100-ema (C)

TL-01b

2,000 (13383.84)

2.382 (13601.6793)

W3 of W1

Trend Line - 01a

13211 27

W1 Paraliel TL 13100.00
13041
13000.00
12900.00
" 7 12800.00
.25612733.1356) "
——1.125 (12684.1278) o+ P 12700.00
1.000 {12535 12) =
[Copymght < 2006 eSignal i 12600.00
IGET RSI(14,7,3) u- mlhd_ﬂ—f —
= =
N e
AT —
A r"l \Y so%_ __—— I
M ‘}\‘\]i/ tmih_—— l\)ru _— %
L-138% Fibs Line. e
L-175% Fibs Line e 20% 25
wi02__— I|
4] ] N GET Osc(5.35) Volume, Volume MA[TH, GET RSI(14,7,3f |
Pai28 14:00 1/02 04109 04118 04/23 04/30 05/07 0514

120min_Chart — The Elliott waves channels efficiently show the up-sloping pathways of the contextual
market flow. We can observe that the 1.125 Fibonacci ratio slant trend line has been tested many times since
the beginning of May 2007. Its breakout will certainly signal a very strong momentum move, that will carry
the market flow to the next probable W3 immediate target, the 13602 level where W3=2.382*W 1. If this
level is exceeded, the trader should expect that the W3 extensions might jump progressively to 13669 or
13736 levels, corresponding to the 2.50 and 2.618 Fibonacci ratio levels (the latter is not shown on the chart).
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2.  S&P 500 Cash Index

Weekly Chart — The strong up-sloping movement is strictly guided by the 60° slope price-channel, formed by
the un-orthodox trend line-01 and —02. The Fibonacci ratio slant trend lines technique shows, step-by-step,
the strong up-sloping development of wave 5. The 88.6% correction level of the prior trend being already
exceeded , we can probably expect the immediate attainment of the confluence zone at 1528 level, followed
by the 100% threshold at 1552.87 level.
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Daily Chart — One of the most appreciated tools, that we really enjoy using it, is the rectangle. Even if the
rectangle n°0, the birthing pattern, was formed in the last days of 2006, it still has a primordial role in
establishing the limits of nowadays local market flow, almost 5 months later. Its 550% extension, clearly
stated the highest high at 1552.87 level. As some traders would say “The Final Indicator is a tried and
tested Trend Line”, we add by saying that we strongly believe in efficiency of the upper/lower
rectangle’s borders (horizontal trend lines), as reliable targets. As we have mentioned in our last
week report (please see Archives of 05/14/07) the immediate 1512 level was not only hit, but also tested
and re-tested, thus constituting a real catapult for a long entry or an Add-on re-entry. The classic value of
W3=1.618*W1 will be probably shortly reached at 1529-30 levels. The strong momentum of the last price
bar and the breakout of the 66% level on the RSI chart, strongly suggest a further W3 development towards
1526, 1539, 1553 (the highest high) and finally the 1565-66 levels (the latter are not visible here). They
respectively correspond to 450%, 500%, 550% and 600% whole and partial extensions of the rectangle.
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3.

Daily Chart — The up-sloping trend mimics the tendency of the other US markets. The market flow is on its
this level it means dealing with the
confluence zone at 830 level where the resistance of the February 2007 old high will intersect the median
line. The jump of the market price above 21-ema and also above 50-ema certainly reveals that the short-term
and intermediate-term trends are up-trending and that probably the trend will break, not only the 830 level

way, again, to the upper-median line. However, attaining or breaking

but also the 837 highest high level.
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120min Chart — The recent down-sloping channelling of the local market flow seems to be reversing due to
followed by its testing, reveals to the
trader an excellent long trade opportunity at 813 level governed by the Hagopian rule (refer to Integrated

its bounce on the trigger line of the up-sloping pitchfork. Its penetration

Pitchfork Analysis, volume I, page 90).
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4. Euro/Usd Futures - Major Currency

Daily Chart — The market flow seems to have already finished W3 correction at 38.2% retracement level. It is
very probable that the impact of the two mirror bars at 1.34820 level, re-tested by the last bar, will catapult
the market flow to complete the W5. The first Futures price-target will probably be at 1.37150 level. The

strong up-sloping momentum could bring the Eur/Usd currency to 1.3672 level.
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5. FTSE 100 Cash Index
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120min_Chart — The market flow performed a higher low at 6451.90 and started the sub-wave 3 (wave iii) of
the primary wave 5. As long as the 100% extension of wave i wasn’t yet reached at 6672.50 level, the market
flow can be in either a corrective pattern (C=1.00%A) or impulsive pattern (wave iii=1.618*wave i at 6808.83

level). On the FTSE 100 Futures chart, the first target would be 6723, followed by 6903 level.
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Weekly Chart — The up-sloping market flow exceeded the 7577 level where C=A. The classic size of a wave

7

6. German Dax 30 Futures Index

C within a zigzag pattern is usually equal to 2.618 of wave A at 8253 level.

The most probable immediate target would be the 7667 level (wave C=1.5 of wave B). Then, if the market
will conserve its strong momentum, it could reach the first Fibonacci ratio level at 7736 level where wave C
is equal to 1.146 of wave A. We can’t certify the size of the future market momentum, but the fact that the

close of last week’s bar is identical with its high, it certainly corroborates the up-sloping scenario.

Dax weekly + - £2007 eSignal, Inc.

May 18th - 2007

Highe:

Copyright © 2006 eSignal

AX M7-DT - DAX,W) Dynamic,0:00-24:00

1.618 (8252.92842)

B Expansion
1.146 (7736.754)
igh - 7642 —————— 1.886 (7620.2538)
Last High - 75784 1.000{T577.08988)
CofA Cofwavea

0:7506.00 H:7642.00 L:7502.00 C:7642.00 [Neti#124.00

250.00

000.00

7750.00

7500.00

7250.00

6750.00

6500.00

6250.00

6000.00

5750.00

Oct Nov Dec

Jan Feb Mar Apr May
2007

Dax daily - CONFLUENCE +++ - ©2007 eSignal, Inc.

Dax Fulures

May 18th - 2007
ECD

Jumne 2007 Contract

AX M7-DT - DAX,D) Dynamic,0:00-24:00

median lina
Upper 50% Fibs Line
u-mih

Upper
50% Fibs Line

0id High - 7858.5.

Upper
125% Fibs Line

Uppar
116.8% Fibs Line

minor pitchfork

O:TS06.00  H:TBAZO0  L:TS0200 C:TE4200 _

[7000.00

ET50.00

6500.00

£260.00

120706 18 222 8
2007

1 2 29 5 12 18 2% § 12 19 26 2 10 16 23 3N
Feb Mar Apr Ma

7
¥

14

Daily Chart — This daily chart efficiently illustrates the intricacy of the major and minor pitchforks in their
process of optimally describing the contextual and also the local market flows. The high steam momentum
breakout of the un-orthodox trend line (TL) broke-out the old high at 7559.5 level, but was halted by the
upper 116.66% Gann ratio trend line at 7642 level, performing an unusual trading range of 124 points for a

daily ATR(14) of only 100 points.
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120min_Chart — The market flow broke-up the last high at 7578 level, with the help of a high-steamed gap.
The ongoing six green bars culminated to 7642 level. As the lower median line (L-MLH) was upwards
penetrated we could expect a continuation of the up-move towards the median line of the pitchfork. The
immediate target would be 7683 level. The ascending RSI channel certainly corroborates this scenario in spite
of its temporary halt by the upper border of the ascending channel.
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60min Chart — The beauty of trading rectangles is obvious on the above chart. After the 7333 level reversal
of 05/11/07, the market price stumbled almost on every level of the pattern 0%, 50%, 150% and 200%. The
TL-0% trend line which was tested and re-tested several times, promptly halted the up-sloping swing. But the
ascending RSI, is still cruising in the overbought zone (> 80% level) above the TL-03 trend line, signalling
that there is more to come...
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DAX Floor Pivots - Use prior bar level values

DAILY Weekly |MONTHLY
High | 7642 7642 || 7475
Low | 7502 7442 || 6944
Close | 7642 7642 || 7 452
R5 7 969 8109 || 8700
Mid R4/R5 7 922 8042 || 8526
R4 7 875 7975 || 8353
Mid R3/R4 7 852 7942 || 8261
R3 7 829 7909 || 8168
Day's Range |Mid R2/R3 7 782 7 842 7 995
| R2 7735 7775 || 7822
J---f|Mid R1/R2| 7 712 7742 || 7729
-l R1 7 689 7709 || 7637
Mid P/R1 | 7 642 7642 || 7463
Main Piv| 7 595 [ 7575 || 7290 |
Mid P/s1 | 7 572 7542 || 7198
S1 7 549 7509 || 7105
Mid s1/s2| 7 502 7442 || 6932
S2 7 455 7 375 6 759
Mid S2/S3 7 432 7342 || 6666
S3 7 409 7309 || 6574
Mid S3/S4 7 362 7 242 6 400
S4 7 315 7175 6 227
Mid S4/s5 7 292 7 142 6135
S5 7 269 7109 || 6042

Multiple Time Frame Floor Pivots TABLE - These key levels are calculated ahead of the market opening,
and they really place the trader farther away from the crowd. It not only illustrates the key levels but also the
probable trading range for the incoming day, which usually fluctuates between the S2 and R2.

Please read below a current disclaimer that the Federal Trade Commission (FTC) has  proposed to
be prominently displayed by anyone offering an investment course to the public.

Disclaimer

The purpose of this material is to provide you with a very powerful trading technique, named
“Integrated Pitchfork Analysis“, a valuable tool in the financial markets. The text, the chart
examples, or any part of this material are not to be taken as “investment advice”. They are purely
and strictly for educational purposes. Ultimately, you are responsible for all of your investment
decisions. The data used in this material is believed to be from reliable sources but cannot be
guaranteed.

There is no guarantee that this tool will continue to work in the future. “Past performance is not
indicative of future results”. You should understand that there is considerable risk of loss in the
stock, futures or options markets. Neither the author, nor anyone else involved in the production
of this material, will be liable for any loss, damage or liability directly or indirectly caused by the
usage of this material.
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