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Figure 8-1 Examples of initiating fractals.
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PointA g—m———————-— Point B = Buy

Figure 8-2 Fractal buy signal.
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Figure 8-3 Fractal start.
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Figure 8—-4 Fractal signal.
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Figure 8-5 Fractal stop.
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Figure 8—-6 An example of leverage.
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Figure 8-7 Leverage in the market.
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Figure 8—8 Bracketed into a trending market.
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Figure 8-9 Right hand with rubber band.
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Figure 8-10 Thumb trade “setup.”
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Figure 8-11 Thumb trades move up with new highs.
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Figure 8-12 Where to place a stop and reverse if a thumb trade is

triggered.
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A five- (or more) bar sequence where the center bar (or group of
bars) is preceded and followed by two lower bar highs for long sig-
nals or two higher lows for short signals. Bar lows have no signifi-
cance on up fractals and bar highs have no significance on down
fractals.

Go LONG Here . Td=al Formatdon
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- ,f I THUMBES G &
Fremmeem . 2
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l l I i olafaclal !
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Id=a! Formation Go SHORT Here

A series of three or more bars that have progressively higher highs
and higher lows for short signals or lower lows and lower highs for
long signals. In the thumb grouping, there must be at least one squat
and one green bar. If one (or both} of these is missing, the thumb
signal is considered weak.
F=Fractal S=Squat G=Green
Figure 8-13 Key formation definitions.
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Figure 8-14 Fractal formations and signals.
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Figure 8-16 Trading simple fractal on 5-minute bars—
February 4, 1994. '
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Figure 9-1 Traders getting short.

Figure 9-2 Short entry of the second group of traders.
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Figure 9-3 The entry of the weak shorts.
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Figure 9-4 Divergence between wave 3 and wave 5.
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Figure 9-5 Trading the first wave of an Elliott wave sequence.
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Figure 9—6 Trading the third wave of an Elliott wave sequence.

Fifth Wave Trade 1

no
I ©

Point 0

Figure 9-7 Trading the fifth wave of an Elliott wave sequence.

62



http://www.abbyy.com/buy
http://www.abbyy.com/buy

o 8 Ky 5 IS das 5

Soueal Slagge 3y

M JSei) pwiS s Juw YU Wilay Gasiy 1055 62 150 55 9 ol Saolins Ygamo aS pouS s 085 (sJosi oS, oulol @y
5 Jlgs s Juswi @ zoo LS| (1 JSow 5> O ahds) 5 zgo ald 55 wows S ay o33 500 9 pudaso BB sl (1 JSob 5
Ao L Gaoe (osi wSHm 9 Sy aumeai Jlaul oeub zeo

GS5S 1 adage aolsl 593 (5o WS> @ WS )l aS Syjlae L3 9 pwS s SL eSS 2 o awlxe @ zgo Wl >
L pusSiswe Jow st b oS,08 3 (1 JSwi 5> P abadi ) iy 20,5 50 U 38 b purpw (1 JSe 53 N abass) ouls Jow
3 0 ahis) 5 zgo ald SYL 5 9 pudsisw L0 | sl ol acsls ouil @ g, &S, 5 1) 3 z2oo LS, ¢ zoo aS [lasl ¢l
315 290 Wbl i ol 5> adase o @ sz SL eS,6S 3 1S @S> Vb @y wSle JS1as (eus, S wSHuS 7 (1 JSes
Sasy S ,> Ui pasedw Lhie 9 8,3 |, b Jw dgw aasi Ol 55 g ewSsw dowlzo | (1 JS0i 55 Q ahss) ¢ zgo
P o S Lo

ll a'ﬁ

®

Polnt T s S

2.4

Point 0

Figure 9-8 Trading the corrective wave of an Elliott wave
sequence.

63



http://www.abbyy.com/buy
http://www.abbyy.com/buy

o 8 Ky 5 IS das 5

0330w 35 2ob jl ilpllie

oSaen Wyl pudsw S8

UgpinaS ol aipsd aSJ> s onls | wSle sesige sk JBlas aS sl 1) cuse oul a8 cowl waeslys a0y 5l sllio ol
) 80 abady puilgioso palde=9l . 3liS Hiduy Sews b igs b 1 sl aS wowl gl e . 46Ssw cutting down |

o 1 Sewy, las aS Wil oS pakie

1989 Lsw > 4 oo @i Wil Wil Sl eSS sw o3laiwl wHls gl Sl .S o5 vowl, Caonw 51 1 JSLi 5y dilale wsls a
FNN 0lsio,lS 5l 585 95 Jolar ayau,i 51 550 58 5L Jilh Sy oy aS cwles oo 51 (CNBC-FNN VL) FNN (1989 5035 5
YL sl 5 ol Gindos e Vs @S wisgs Joall g9gi0 Jily slacl Sl 565 5 oSz Sypol JUs ol SySep> o)l o
Sibd a8 g1 03,8 i -odls o 9 Oladl Sl i SELS s zee Gilowts pwlwly cesgs e (o 1asd Lag,
Sa it @6 o aS piailige o sabais oul 5 s G @ slacl Ky aw) ssles Sasy wS,> 5> 8000 4 e
ity p393 b apei Sy aSly slo sps

ol 55 4 zee U sSaed wylx L sho ahis g wlalo wylx 55 5 zge Shy (PPT) e359w a5 2ub 05,80 oo 3055 o
10 ,iSlas oo a5 a0l wl oans 3y, Tebly aS vl Gubgaw S8 (s$Sisad Wl Cowl, Conw 51 2 JSb 5gs ailalo
39y WS S

5 wleSewl Sy L il JUS 58 g ailig, ol s (sJosi aeols e 5 (sdlgi b g Ll Blasl 1989 JLw 22 (5w 5,80 abss
Al padadn G JusS aaw 5l Sy

Sl uS gad PPT (lgs al> 0 £95ub 5> oiS 5w oS5 L0 alads @y aS 03,5 4859 o AS Cewl ppo alais gl 1SU
Aiod 90 guzs 9o Uinlowd LSl aS cowl azaps Lyl 55 PPT (ol .oui S)li8ol Lew ahés cpumai ahés aigS> as
0395 55 6011 55 aS VYL Wulay 55 S ,> b vowsa £990) b o Sl aSilized o oo absi coowl Solpiag &b S
008 Vlgine 1) 290 5 JolS (sllei «(aselw Sy 9 ailsg, wolz ) 18265 pusd 00l @ 039, b .wdl wbl, 1989

S5uS 5 ay wnisS 5 98I b Lipy L5736 L5 &S,aS 3 ag,5 Shu | 583 55590 9 05,5 awlzo | Guusis 1o, 62 adads ol s
6,262.50 S ,5) S, oo Sl au LYy 2,087.50 U b 167 abais ol 5> Scosass JS ols 513 (5569) a0 abas 55 Jw
gy aSLaS e Sl ay 5V 1,175 L 5630 caniS s ol low .59y (S,aS asw Sy Vs

ailig, ol 53) 3,5 JolS 6320 L5 1) 290 59 3,5 L 5iS=95 @z L 3 29 Sy 5o YU au g, wS,> @ ggrb wS)lo g
ol Sb S uS Syg LV 14600 b oud,S seew 1) wS,uS anw Sl G gy cwleSowl 9 ouily JUS,08 5l eslawl b . (wowl Jizuoly
Lal Blasl 1989 Jluw 31 Vg5 55 58,50 a5 L1 zgo 515 zoo Wbl .5 pglee aidly GuyiwS 1 zeo U

35S Al 1 538550 az55 b 1 zgo Gl sy 1055 62 o Gatpw

5569-6320=.62 1,0 751=465

b 035 1989 CamwsST 28 55 53590 el el 51,8 5854 55 |5 Sl wS,uS 5 55l 9 05,5 .S high (6320) 5l azewis ol
Sy low 5778 a4 1989 juoliw 11 55 g sls avlsl 593 (5o oS> @ &Sl

64



http://www.abbyy.com/buy
http://www.abbyy.com/buy

o 8 Ky 5 IS das 5

T FIB0 (Qof 2) SF MONTHLY EAR [ COG INC,
W—— ;. - : Gm':i
Rs. !’i! . i
--nhw- e - 4000

L gl F'x ) E)

0= tﬁao

H= €732

L= 58 - : :

(L= 6579 i 4 2000

S SIM ) - 34 SIM (M0 e S 2

0 SIM (CL) - 0 3IH a8 - g : 5 p
SR B it IIH ! [It;,, ]
> o T o
o= sz 1||[;!. g _1!1_L|||| m:;w : 1,;} _
A = -'.’3::‘35.... O, R coode ] CIE

" Em Jiem 11?32 e ]195:4 1:035 J_.?iff jiFSf h?as iﬁa? jl'r'fct —ial

Figure 9-9 Monthly Swiss franc chart showing the end of a

65



http://www.abbyy.com/buy
http://www.abbyy.com/buy

ol (S Sy 5 Gl Ay 3

1';:_51;:-_“" FIEN (0 of 27) SF LEEILY EwR (A [P
H= g7
L= 6518
FLa  £551A
A= +1.3 =
@ .
Sell 7 @ 8065 “
AR L S —— . R e —_— a'llﬂ i T o ESO00
T
g1 Bl
Tg™ The
y L %
! Jii i
........................................... ; -_ Euﬁ*l”a‘ ? !‘MIJ‘* e 4 7000
i BT lé
' seliz2 @ ‘:91';!”"1!’["“ i| gigi.
ol i 6320 il ,§-&.. I
o g |
........ /‘rrf fﬂilj—f—-——"—"auys R gops
Buy 3
6011 } % o)
| 5569
225
0= E53% Paint zero
S I N Y N M U e Lo
. [1FES li770 [1721

Figure 9-10 Weekly Swiss franc chart used in the PPT strategy.

2> S Sl 10,5 60 L) wS,iS 6 oo 35S 23S 05 a3 b 3 zee 03,8 s Sy Vb Boby wS)> @ g S )ilo pupw
6604 55 oS,iS 10 s> @y wS,S 4 9 03,5 aBlaol 30,5 10 o cululy g adnss 751 (1 zoo Job 05,5 SU (1 elomiujey
w1 zgo ald |y 6320 ,5 &S ,5uS 10 Sy sl eS8 aslol

wl i ey o Sl gdiiey

5736 ,5 b oSS 1

5854 55 sb wS,uS 5

6604 55 Sb wS,iS 4

Db Jols 5o gl st @l 1 zgo ald 5> Sl

+ $ 7300

+ $ 29125

- $ 14200

£35S 390w $ 22225 J8la> ;5,5 SB 10 5l 9 se0 $ 14600 Jgl S 568 95

soow Sb oises 751 6100 Tyyas 20,6 ol Ly osd csiiaS s JBS,8 weny aidly GiusiowS 290 Su 1990 uoles 19 b 3 290
Zp.\)s

+ 27802.50 5736 ,5 b wiS,uS 1

+ 131937.50 5854 ;5 SbL wS,uS 5

+ 17012.50 6604 5 U wS,uS (4) 5l 1

+ 22225.00 oay aowy Slaay,s ogMes

$ 198977.50 o aid,S Slavsew JS

Lo ol JUS,8 95 J8las shaiio o owiwd 4 g90 5l b zeo 55 (sSaisa w)lx 5> els 6604 5l SU eSS 3 seis o
3,8 adlol Sl eSS 3 had uluby o9 1 290 Job il 1.62 5l 558,50 3 290 eswd 7200-6650 aslio ay v
62 5l Giuw 4 290 8 5l (55 badd) .95 Gy oy 62 Tady Tyyas aS (6666 aus,S Gusiy puwisow S6L,9 (1991 ool 29 55
ool 03 Janl 29 55 &S558 3 cinlnly edss 4 290 5l € 290 Ly (s290 5 islowds L3 Guized o (35 G 1o,
Sl $4125 wsls wows 511G 6630 5,5 g5 9 5> -390 6630 L5 S,iS 6 plod Sl sl e5,S L 6711 55 suclw YL JUS,8
oo Jols a5l Spw gl Sl $194100 ol g JS 39w 8 Hlase Sl lase gl U,S LS L Lsjes sl eSS 6
3l oo alasi 95 Lol il ayyi plod Holo cwl S ol

olo 18 yo,e Luydi 55 1455 5 s .l 5l 1,5 50 5l G oumnlo Uosy caui JolS $10000 wlhws b Waayys Syw JS
9. plil wlgicso sonSr0 bwgi 155 €95 ol b andlis

66



http://www.abbyy.com/buy
http://www.abbyy.com/buy

o 8 Ky 5 IS das 5

wao oligS _ oxdgw i b

bow - @lo

2ol 12 5 580 absi aS pus bo (owly coonw 51 1 JS0d) puiSsw 055 ailig, ol lasul w5l Srw ol >
ES,S 3 g, 654 2/1 a5 b, ol el Sy ools s 290 5 wsled 5l S S > s 590 high 668 1/2 |, 1991
3 Sy ahés ool [y o Sowy,) - 668 2/1 55 SL eSS 5 ay iS50 9 Sl L 595 663 aS 05,5 g )is duo,d 62 55w
Gl 632 55 a5 JUS,8 55 wleSiwl Sy L (o900 5 oy (sllgi b caoyd (g0 oS,S Lo Shl @ $458 1 $ 1375 wS,iS
637 2/1 ;5 S e, asS SIS i ielw Sy ol o YU JUS 8 JUSew oudsl Sy pacs Jlasio oo 25,5 WS, ouily
2/1 55 sl L 663 5l Jw <S,0S Suwwiyi oul @ ol wSHuS 95 Sl $ 2550 LSS ja Sl @y sgw $ 1275 aS osgy
oul> 668

10,5 62 1 50 J8li> g 565 1 20 sb; Jloiml L aS @i, asss Ulgi sw 0539w 0,25y 9 JUS,9 cogll zoo Giuslonds Sl

» ol oSS 5L 1 Jw Sla,s gl cul by .esl ol 632 55 9w, Guwils wow 36 2/1 1 zoo 39,080 LUl i,
Gy oS> a) ggmi S,le Lyl 5l awyi sl ay bol iS50 662 2/1 ay Sl . einils 668 2/1 55 sl b jipy L 654 4/3
P92 05,5 adlol (622 2/1) 1 290 10,5 110 ,5 |, JUyd wS,uS Llp= S .55 moles Jsl aos G 5usS1 53T 51 3 290 b ol
(632)p3,5 50 Jow L zgo a5 55 |, a0

2380 515 58 o Sldginier L35S 39w $ 2550 Jgl wS,uS 95 53 Gy

663 55 Jow oSS 1

654 413 55 Jow oSS 5

622 2/1 55 Jow oS,iS 4

L ywolesi 11 55 wleSowl 9 JUS,8 U Giuslowss JuB zo0 5 el S50 adolS 5 5l osleswl b 3 2o0 bl apwlzo Sasy 0438
602 ;5 23 juolei > ailje, wols YL JUS,8 JUS w55 SU S,i6S 7 azsi ouyidy o> .cdils 39>9 578 2/1,5 low
coowl oo oy wlin wewl, Coonw Sl 2 S0 5y o gL eaals

o> 631 55 sl L, 622 2/1 5l Jow eSS 3 59id

sl L 619 L5 Hidiw wS,aS 3 e 1 2o Job by 1.62 5l Giuw 3 290 Uex 03,5 9,8 3 290 Luuyi) 3wy 50 U 38 s Tiey
ois,0 631 5

IV o GVl pats 25 b Jow ploi Sl-pssl wowas |, 561 9 0305 apwlzo |, 5 zeo 0Ll daays dlgi oil bl Sby
Al Gowl) wonw 5 3USCw 5y oand ool wlias Juslao 0gMey (sdlgi ol 5> $17262.50 W ay,i ool

@ 5l ws $ 15000 Wl b | sy @l ol .ab $ 35187.50 olo 4 5l ,ioS Lunii 5> il 9 U yaolipaw 12 5l sew JS
358 Ll ulgisw vl 10,5 50 5l G Sl eslascwl

67



http://www.abbyy.com/buy
http://www.abbyy.com/buy

o 8 Ky 5 IS das 5

_ . (A S B |18
__ Pointzero - ! ] cann
_ "e68% @
4 'S, @663 '
. |'
! ﬂ‘ |5|"" “ S, @ 654 Ce e
l'h l{ 151 I N T g g asmmms s e €4
o bltens w S, @ 622%. L N
632 b
.@ 637% o “'._|/ % : = g
: o LI o W 'i ~S, @619 11 .
o 2 ""’f'i ........ i ....... T sy CoNn
E o q 573% E ifzkﬁ e i
e e SR SR L AT BRI ) o LS
0= E:ia'-.g'l . . . . - : ‘ .
e sme L s L i ii oo ©f  sa9t
o= 5..;3?5 : : : 5 "Point zero: ... =
b = Siﬂ (ML) - 24 5“.[ 18] ----‘-----..Enn-.n-.n-..--nuw--»u-.<-v-.n-uu..,,.n,.-‘."n..,.,.-,"”.‘.‘...4.”..‘.‘-.? ---------- +20
~ o5 (L0}~ 0 SIN, (CL) I ]
....... g..:,,............,.,h.....‘.ul] ,m ”i”l' wha _‘lnmuumL H “” 0
________ 2N
QiCl=  -17.05
fgl;;.i:a —ap.e7 a.".?.. ............... T Ry £ P TY PP SRCTTTRILRES OIS, 400
= E 2o fzr B Nie h'i [z4 L J s 22 1.‘ i2 17 g 13 ilc 117 24 r’t T4 21 28 I-;

Figure 9-11 Tracking soybean traders on a daily chart.

Short two contracts with closed-out profits + $ 2,550.00
Short one contract from 663 (61 X $50) +  3,050.00
Short five contracts from 654% (52.75 X $50) + 13,187.50
Short one contract from 622% (20.5 X $50) + 1,025.00

Total closed profit $17,262.50

Short three contracts from 622%: (61.5 X 3 X $50) $9,225.00
Short three contracts from 619 (58 X 3 X $50) 8,700.00
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PROFITUNITY WorkSheet Date [/ /
© & @ @ ®

Market Mo 2-Bar | Hump | Thumb | Riyihm | Current | Proposed | Open | Open | Sipaint
Seltarmant Peverse | Signals | Signats [rwsmen|  Trades Trades Equily | Clase

ED - BUY ' 820 | $25
Last  |SELL 3 1300

BD-  [auy ¥ | 520 | §1,000
Last SEIL ; {1300

GC- |suy ) ; 620 | §10
Last: SELL '; 12:30

Sl- BUY : 625 | 38

Last:  [SELL (1 {1225

CP- auy ! | 725 5250
Last:  [SELL 1200

SU - BUY ; B.00 | 511.20
Last  |SELL 5 1143

CL- BUY ' 745 | 810
Last:  [SELL| = 1310

HO- |euyr | i " 750 | 4420
Last: SELL 13:10

g. BUY BA0 | 850
Last.  |SFLL E 1215

BO - BLIY : aan| 56

Last  [SELL 1215

G- BUY : a0 | 850

Last: SELL 1215

W - BLY : g2 [ f50

Last: SELL L 12:15

CT- [Bwy i | ea| =

Last: SELL : 12:40

SF - BUY ; f:20 | 1250
Last: SELL : """ 13:00

DM-  |Buy : 5:20 | $12.50
Last: SELL W . 1300

JY - BLY i | B:20 | 31250
Last:  [SELL 1960

CF - BLY : 715 | $3.75
i AR i .

CC - BUY : i3 | $10.00
e N I e e B = —

BF - BLY ; 6:20 | $6.25
Last: SELL 1300

Figure 10-1 Profitunity trading partner worksheet.
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Air Bag —»

SHORT - Second Bar to the LONG - Second Bar to the
left must have higher High and left must have lower Low and
higher Low than first bar lower High than first bar

Valid when taken from
price action one significant
time frame higher than
actual trading time frame

Figure 10-2 Two-bar reversals.
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Figure 10-3 The TWR (5/13/34) moving average filter.
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Figure 10-4 The 5/34/5 profitunity MACD.
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WorkSheet  Date

Thumb'Rhythm Current
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Figure 10-5 Key areas of the rhythm column.
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L. Air Bag Protection
A. The number-one cause of accidents
1. Who gets hurt
2. Protecting yourself with the air bag
3. The air bag in trading
a. The two-bar reversal on a significantly higher
time frame
4. Not an initiating signal, but gives protection from drunken,
staggering market movements
II. Rhythms of the Market
A. Tide/wave ripple (TWR)
1. Looking at the market as a “natural” phenomenon
a. 5/13/34 Moving averages
i. If 5 is above 13 and 34, you should be long
ii. If 5 is below 13 and 34, you should be short
ili. If 5 is between 13 and 34, you should be out
(a) Indicator will be up, down, or zero
2. Using an MACD for accurately counting Elliott waves and
determining the current market momentum
a. The three things the 5/34/5 Profitunity MACD can tell
you about the Eiliott wave
1. Peak of wave 3
(a) Special cases of waves 3 and 5 inside of wave 3
il. End of a trend
iil. When the “minimum” requirements for wave 4 have
been met
b. The same MACD can detect market momentum
i. Take fractal signals only when this momentum
indicator is in the direction of the fractal signal
{a) Indicator will be either up or down
[1I. Locating Fractal Signals
A. Minimum of five bars
B. Must have current leverage
IV. Locating Thumb Signals
A. Minimum of three bars with higher highs and higher lows, or
lower lows and lower highs
B. At least two of the three bars must have increasing volume
C. Inside and/or parallel bars do not count
D. Two of the three bars musts have increasing volume, or there
must be two greens, two squats, or a squat and a green,

Figure 10-6 Using the Profitunity Trading Partner.™
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V. Making an Executive Decision
A. Considerations
1. Moving up one and /or two significant time frames to
pinpoeint current price action in the higher degree Elliott
wave
2. Going to a significantly lower time frame to pinpoint good
trade location
B. Execute
1. Fractal
2. Thumb signal
3. Squat
C. Flow =F - ocus
L-etgo
O - bserve
W -in!

Figure 10-6 (Continued)
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