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Quickly Determine If A
Trend Is Terminating.

Quickly Determine If A
Market Is In A Trend Or
Counter-Trend Position.
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[ Dynamic Traders who applied practical
Elliott wave analysis understood the sharp
decline in July 1996 was a correction
which would be followed by a resumption
of the bull trend to new highs.
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Intermediate Degree Waves

Sub-divisions of major degree waves.
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Minor Degree Waves

Sub-divisions of intermediate degree waves.
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Sub-divisions of Impulse Waves

Each impulse wave of the five-wave sequence (waves 1, 3 and 5) should
itself be subdivided into a five-wave sequence.
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Impulse Wave “Rules”
Waves 1, 3 and 5 are themselves impulse waves of one lesser degree.
Waves 2 and 4 are corrective waves.

Wave 3 cannot be the
shortest impulse wave in a

five wave sequence. \

Wave 4 cannot overlap Wave 1

¢4

Wave 2 cannot exceed the beginning of Wave 1
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Wiave 2 cannot exceed the beginning of Wave 1.
['his live-wave sequence cannot be a wave (1) of larger degree as it has declined
below the beginning of wave-1. It may be an A wave or even the termination of a

complex correction.
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Wave 3 cannot be the shortest of the three impulse waves 1, 3, or 5.

Incorrect Count: Wave 3 may not
be the shortest impulse wave.

2:3

Possible Count
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Wave 4 cannot trade into the price range of wave 1.

Incorrect Count Possible Count
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Wave 5? should not be a completed corrective Wave (2).
Corrective waves should not be five-wave sequences.
This is possibly a wave A, the first wave of a corrective series.

57 should not be a
completed correction.
It is probably the
completion of Wave-A.

0

(-aibly JolS pllual S solgiams g o 290 @i — M= P JSuib )

S 3 Sl LS 5 CapnBge yii Jlaisd L a8 ol 1S 50,5 (00,15 050,S alelas g &yl

Wb 6,05 AL (Y) Gleie 4 Jo3 5 am Yt a8 ol alaii a5 Cal ol wge 4355 S5 YU CoeBge 4o

ol Sl s Yol aSil LS o 5k S bl b lo 5l oVlast 5 olod b (g ym S ozl

www.sarmaye.com




S 5ol 93 5l JS (S9rim @ae (B L ald) PBlas b mSlas 5l ol (wies (290 s 55
Sord Slas el e 2999, FYL SG zae 5l b pow e SOgme Wg) o 50 K00 ol
295 AL pow goe Sl jlab 5w oo

po— o S5l 5l (Sl alold ;5 vy e 9 Wbl ood ST poy oo o S ol DBl s
T WSO - A I O S PSRV IR

g S 5 Gl 420 50 Eoe )k 4 b zae (nl 995 g Sl 9 den o SO e e
PR ES A FES EAPIE SCHIN IPCON KPR TR RETICII o 08 PSRN [ A I - § PPN
W@‘W@d‘bTJMWBOJ;ML?M‘)WCﬁ.‘o‘sl}‘dc‘gﬁ‘wﬁduub
1Sl ool oSS poeiy zgo joi2 aSol b aily

Fifth-Wave-Failure

Wave 5 does not exceed the extreme of wave 3.

Early signal of a potential
fifth-wave-failure is if W.5
subdivides into five waves
prior to reaching the extreme
of W.3,
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Fifth-Wave-Diagonal-Triangle

Waves 1, 3 and 5 of the larger degree wave 5 are each three-wave
sequences, not the typical impulsive five-wave sequences.

Wave four may trade into the price range of wave one.
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Five-wave impulse advance followed by an ABC correction.

5

The illustration above shows a five wave advance followed by an ABC
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Simple ABC Zigzag Correction (5-3-5)
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Correction or Impulse?

It’s too early to tell for sure without knowing the larger market position at ?.

(P =P Jsb)

& 9r5e 5 ol oo w5 Sl (nl s (o YU Jle 0 Dol glsel aeld ae; o 45T (55 (]
L oo (oo @ Sl 00 Sl g b axwgs ead azlis BOr 2 iz o5 > 5l il

casb € zoe
el zoe S bl (G955 Jb 0l ole 0iS SeS 093 4 (65 el Sz oy (oo Lo
S0t aalss ST Jlgte e iy sy o BOF Y abaii 51 a5 il zmils. ol zge 5 Ly il
35 s5—e A go—e HESzon 1N ol oS b JLs 0 aS 2y iy 0
e A os Jge (g gy Gy cpl &5 cnl opl i o is (WLC>100% WL.A)

www.sarmaye.com 8




S el ol Jlezol oyt 090 Sz sS A mge iSarg TN ¢ 0l 2ge i s 0] ST (s 0l
Sl 005_.\44_»4[_:&4[.06)“.? r:l.’ 0)9.0 C‘a.o‘ﬁod; J.clf ‘)A,B,CLSOQLM: C)La‘«_i.a‘:}as Toe

W.C<100% W.A)
S5 AOK 1 abasi 5, T 5l am ik 5 ol ol Jlgie 250 0 0 S BOT 2 50 ailol o 5

Vs 0oz 009 oo VB Y zoo p (oo bo (o)l a5 05 0 Lo 285 (ules a5 (gl amls S

29 alolae 42l G 50 5 015 3980V zge 00905 ;0 Wil (oo

Wave Count Incorrect
Wave 4 may not trade into the price range of Wave 1.

This sequence cannot be a 1-2-3.
It may be an ABC or 1-2-1:3.
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The five-wave decline should not be a completed correction.
Completed corrections should not be five-wave structures.
[t may be an A wave.
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The Wave-c low is probably not the completion of an
ABC correction to the five wave advance.
It is too short in time and price.
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Five-wave structures are always in the direction of the larger degree
trend.
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Wave 4 is probably not complete at c:4.
Since Wave 2 was a simple ABC, Wave 4 will usually be a “complex”
correction, not a simple ABC.
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Wave 2 is usually a simple ABC zigzag and usually terminates between
the 50% and 78.6% retracement of Wave 1. A Wave 2 may not exceed
the beginning of Wave 1.
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Wave-2 failed to reach the 50% retracement.
Enter on the break-away from the Wave-1 extreme.
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Wave 4 usually retraces 23.6 %-50% of Wave 3 but should not trade into
the range of Wave 1.
Wave 2 is usually a simple ABC. Wave 4 is usually a complex correction,

Maximum Retracement of W.4;
Top of Wave 1
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Projecting Wave 4
Draw a trendline from the top of W.1 to the top of W.3.
Draw a parallel trendline from W.2.

W.4 will often terminate at or very near the parallel channel line from W.2,
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Projecting Wave 5

Draw a trend line from the bottom of W.2 to the bottom of W.4.

Draw a parallel channel line from the top of W.3.

W.5 will often terminate at or very near the parallel channel line drawn
from W.3.
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