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Flliott Wave Theory
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In this graph trends and corrections against the trend can be recognized.
§wnc trends and corrections of different magnitude have been pinpointed.
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Topics

» 1. Elliott Wave Theory

* 2. Monowave Groups & Polywave Groups

* 3. Impulsions & Corrections

* 4. Neely Extensions of Elliott Wave Theory

* 5. Impulsions and Correction End Confirmation

* 6. Complexity ( Complex Polywaves, Multiwaves , Macrowaves )
» 7.Pattern Implications ( Retracement based on Power Ratings )

» 8. Advanced Progress Labels ( Specific label position of waves )

* 9. Advanced Fibonacci Relationships ( Impulsions & Corrections )

* 10.Channeling ( Trendline Touch Points / Time Rule )
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Elliott Wave Theory fea:1s ?

* - Price patterns of Crowd psychology gisunmaniiiasimisvensuamm
* - Elliott wave Theory %tuns szl aasmafifssnisine s
— Quantification of Mass Psychology dnsanuiludnfun
* - Why The Controversy ? ﬁﬂﬁ.:ﬁqﬁn%?Tﬁim’jdhﬂfpaﬁiyﬁumnmu
— Complexity sdudau
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— Difficulty asuwn
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Monowave

A monewave
price continually moves up or down (with no intervening action

Zp in the opposite direction), the movement should be considered
Q% amonowave. The most important task to learn as an Elliott
% 7 Wave analyst is o comrectly interpel monowaves. The enlire
'FP;'_D 7 Theory is based on the proper identification of monowaves.
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Usually monowaves are Even if the upmove is ot
perfecily straight, but completely Si'.rl?l,gh[. instill
Change In Price Direction  sometimes (see Fig- Change In Price Direction  should be considered “onc
ure2-3b) they are not. wave"(a monowave) until
achange in price direction
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POLYWAVE

Three monowaves

’ combined in the proper

Polywave fashion create onc (1)
Corrective polywave,
Five monowaves com-

Polywave o

fashion cremte one (1)
Impulsive polywave.

Poiywave m’mmmsﬂ monowave dua 2 MONOWAVES 1ndsrii s=dunaT uaa: MONOWAVE funeleris
s dmiseiniussfedfinmdes ufusue siin: 3 Monowaves wisadi il Corrective Polywave
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A = Price

B=Time
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Extension Rules
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Rule of Equality

In any Impulse pattern, as discussed under the Extension Rule, one of the waves must be significantly
longer than any other wave. Once you have identified the longest wave, the Rule of Equality needs to
be considered. This Rule applies to only two of the following three waves: 1, 3, & 5. Whichever wave
extended in the pattern, the Rule refers to the other two. The combinations would be:

1. If wave-1 extended, the rule applies to waves 3 & 5.

2. If wave-3 extended, the rule applies to waves 1 & 5.

3. If wave-5 extended, the rule applies to waves 1 & 3.

The Rule of Equality states that the two unextended waves should tend toward equality in price and/
or time OR relate by a Fibonacci ratio (usually 61.8%) under either parameter or both. Price is the far

- more important consideration when looking for equality of two waves. In addition, the Rule exerts the
most influence in Impulse patterns when the 3rd wave extends. The Rule is especially useful when the
Sth wave fails after a 3rd wave extension. The rule is least useful when a pattern contains a 1st wave
extension or is a Terminal Impulse.
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Figure 5-5a 5

Price Range
of Wave 4
Notethe separation of waves 2 & 4

by price level. This occurs only in
Trending Impulse pattems.
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The Overlap Rule can be applied in two different ways, depending on whether you are analyzing
a Trending or Terminal Impulse wave. Both categories are listed below.
Trending Impulse (5-3-5-3-5)  pausaungliazdhidneas Und 82 5-3-5-3-5
In a Trending Impulsive polywave (or higher), no part of wave-4 can fall into the price range covered
by wave-2 (Figure 5-5a). This Rule creates one of the most obvious, visual differencesbetween Trending
Impulse paterns gnd Terminal Impulse or Corrective patterns.

Termingl Impulse (3-3-3-3-3) phusiaantaly sxdludmeae 3 pfu s wave

Contrary to Trending Impulse patterns, it is required in a Terminal pattern that the price action zone
of wave-2 be partially violated by the price action zone of wave-4 (Figure 5-5b).

Figure 5-5b

Note the lack of separation between
waves 2 & 4. This occurs only in
Terminal Impulse patiems.
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sduuy Standard Correction Pattern agil 3 suuuu @Aa
1. FLAT (uanaantilu normal -b flat / weak -b Flat / strong -b Flat / Irregular
Flat / Irregular Failure / Elongated Flat)
2. Zigzag (normal ZZ / Elongated ZZ / Truncated ZZ)
3. Triangle { Contracting ( Limiting /Non-Limit ) // Expanding ( Limiting / Non-
limiting ) }

agiuue Standard Correction Pattern Auanaanununauaud) wuliidona @il
" Standard " wiihé131 Correction éawsngie 3 datu llugduuuiugiuviniu  sa'luasd
@131 Non standard Correction Pattern 4iv Aida giluuy Complex Correction Pattern 7iazdl X-
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Corrective Patterns

*» -Zigzag ( 5-3-5)
* -Flat (3-3-5)
* -Triangle ( 3-3-3-3-3)

Basic corrective fﬂrms—l

Zigzag corrections ' Irregular corrections
B

A
C
Bull correction Bear correction Bull correction
Flat corrections Triangle corrections
B A C
A\
A C B

Bull correction Bear correction Bull correction
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Standard Correction Pattern suuuuusn da Flat desduuviifingiugiuuassuuiicot
1. Wave-b ¢av Retrace Wave -a atinstiaa 61.8% 2wl (asUéraus )
2. Wave-c qavaniatinviiag 38.2% uav wave -a

ngviaaviiatiflungiugruaassduuy Flat 7 Flat naq wuudaedi aa'ldlé  win'laidin
nqil A aily Flat

Flats (3-3-5)

Let's start off by defining the minimum retracement requirements for each wave in a Flat 1o mace
sure the “Senies™ is properly construcied. If the requirements below zre not met, go back to your char,
pick anew wave groupisolated in Chapter 3 and stan the process over beginning from the Intermediary
Observations chapter.

Tte three monowaves (or higher patterns, if you have developed your skills to that level) under
observtion must exhibit the following criteria befor: they can fall under the Flat category:

L. "Wave-b must retrace at least 61 8% of wave-4. (see Figure 5-19)

Figurs 5-19
The A & B Progmss labeli may
be comect, bul they will mot be
— _ the A & B section of a Flm tisce
the B-Wae concluded = less
B? than 6L.B% of Wave-A_
Price — — — — 618 of A added Pice] \—————— s180f A
of A \ Wave-A of A \
\
1= E \
A

This illusrates the mindmem percealage retracement of wave-
A which wave-C must aitam 10 cven conside wave-C has
completed. For this armangencat of monowsvesio complets 2
Flat, other factors must alsobe presean (see Channeling).




siaunAnnidn Flat 7Aufluilszian Normal Flat / Weak -b / Strong -b A winfnuanuasu

A28 ANNENARY wave-b Liaaudu wave -a enualnu Gl

1. Normal Flat a37ua17 wave-b azen13 81% -100 % wag wave-a

2. Weak -b Flat aza17 61.8%-80% 5 .

3. Strong -b Flat ageniunnnil Wave-a diatifvwtivtiaanaaniilugduuuaug a fa
Irregular Flat - wave-b agen3In31 wave-a uay wave-c age13In31 wave-b
e wave-b #1171 Wave-a el wave-c §unin wave-b aziaanin Irregular Failure
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Figure 5-21
End of wave-a, start of wave-b

Horizontal parallel lines
off the highest and lowest
price of the first
monowave in the group

End of wave-a, start of wave-b

There are more variations on Flat patterns than any other Elliott formation. To get a general idea of
what type is taking place, the following technique should be implemented. Draw two horizontal, parallel
lines, one off the highest point of the first monowave and the other off the lowest point of the first
monowave (see Figure 5-21). This will provide an accurate measuring tool to detect the differences
between one Flat variation and another.

Beginning the observations, if wave-b breaks the horizontal line opposite its starting point, the
market action indicates a “stronger than normal” Flat is forming (refer to Strong B-Wave, below). If the
b-wave retraces between 81-100% of wave-a, refer to Normal B-Waves. If the retracement of wave-a
is between 61.8-80%, refer to Weak B-Waves.

Weak B-wave

Weak b-waves are characterized by their less than normal retracement of wave-a. To classify as a
weak b-wave, it mustretrace between 61.8% - 80% (inclusive) of wave-a. Ifthe c-wave isless than 100%
of wave-b, the pattern should be called a Double Failure. If wave-c is between 100% - 138.2% of wave-
b, the pattern should be called a B-Failure. If wave-c s longer than 138.2% of wave-b, it will once again
fall under the Elongated Flat category.*




Strong B-wave aavaulujslusaiu

Strong B-wave

Depending on the size of the b-wave in relation to wave-a, the c-wave may or may not exceed the
beginning of wave-b. If the b-wave falls between 101-123,6% of wave-a, there still exists a relatively
good chance wave-c will completely retrace wave-b. If the b-wave falls within the above range, the c-
wave is 100% or more of wave-b and wave-cis not more than 161.8% of wave-a, the market is forming
an/rregular correction. If the c-wave is morethan 161.8% of wave-a, designate the pattern an Elongated
Flat.

If the b-wave is more than 123.6% of wave-a, there is little chance wave-c will retrace all of wave-
b. If it does, it will still be an frregular pattern. When the b-wave exceeds 138.2% of wave-a, there is
no chance the c-wave will retrace all of wave-b (the c-wave of a Triangle might, but not the c-wave of
a Flat). As long as part of wave-c falls within the range of the horizontal parallel lines, but does not
completely retrace wave-b, the pattern should be considered an Irregular Failure. If the c-wave does
not fall within the horizontal, parallel lines, the pattern should be considered a Running Correction.

Once the specific Flat variation taking place is known*, proceed to the “Conditional Rules” section
(page 5-34) for further testing of the pattern.

uwin Wave-benaufu101-123.6% saswave-a us=wWave-C 212 101-161.8% saswave -b astfingluuy
Irregular Flat , wsvinwave-cemand1 161.8% ssswave-a szl Elongated Flat

wineINRg e es wave-b g1andn 138.2% seswave-a |, wave-¢ fszmifismuumnaziiflanna retrace all of wave-b

sufliflu Irregular Flat  wsivinn wave-c §unit wave-b azi3anin Irregular Failure

Irregular Flat

win wave-b = 138.2 wave-a uss wave-c s¢liilenaretrace all wave-b
Wave-b is slightly longer than wave-a,
. / it must be as least 101% of wave-a

Length of wave-a

Wave-c isslightly longer than wave-b
it mustbe at least 101% of wave-b
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Elongated

An Elongated pattem adheres to all of the general specifications of a Flat pattern with the following
additional critenia:
1. Wave-c must be more than 138.2% of wave-b (preferably, more than 161.8%); see Figure 11-13,
2. Wave-a and wave-b should be similar in price and/or time (one of the few times that Alternation
may not have a major impact on these two adjacent waves), while wave-c consumes a significant
amount more of both {refer to Figure 11-14).

Figure 11-13 (more complicated version)

161.8% of
Wave-b

¢ V NA 8% of Wave b

c=a+h

a b
| | | | Quite often in an clongaied
| patiem, the c-wave will con-
sume the same amount of time
I as waves 3 & b combined.

138.2% min

It has been discovered by the author that Elongated pattems take place only under special
circumstances. These patterns (with virtually no exceptions) occur as the entire leg of a Triangle or as
a segment within a leg of a Triangle (refer to Figure 11-15, top of next page)

The reason these patterns appear almost exclusively in Triangles is due to the way Triangles behave,
During the early stages of a Triangle, market action tends to be very volatile. The market has the
propensity to hug one trend line for a while, then in a jolt of buying or selling, jump to the opposite side
of the formation (at the top of page 11-15, Figure 11-16 illustrates this concept).




Elongated Flat dnsu

Segment
ofa
segment The action between the circled points constitules
ofa an elongated pattern within a single segment of
Triangle a Triangle. In other words, the elongation is one

degree lower than the degree of the Triangle.

o cﬂl =3 1] r-1 LY ;’ 0;; g
Elongated Flats saiflunluunfanfoudt srasnfia pattemn Triangle tu Tes Elongated flat fuszifhusegment
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Elongated Flats are very important, early warning signs of triangular formation. Once you witness
one of these pattems, it is generally wise not to trade until you are sure the Triangle is complete. Toform
this pattern, wave-a & b must be similar in price (wave-b must retrace at least 61.8% of wave-a) and will
usually be close in time (or related by 61.8%) with the c-wave much largerin price. Points of occurrence

are as follows:

Wave: 1,3 or 5 of a Terminal Impulse

Wave: abcord of a Horizontal Triangle

Wave: "e" of an Expanding Horizontal Triangle; it is possible (but not likely) that wave-e
could be Wave:5 of an Expanding Terminal Impulse

Wave: It could be the first corrective phase of a Double Flat which will probably be

the entire leg of a Horizontal Triangle or Terminal Impulse
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Zigzag ( 5-3-5) : agfindnasiugrudvsusluuy Zigzag da

1. wave-a agil retracement unnnin 61.8% wav Impulse wave of one larger degree fau
il ( g3dusnisenau )

2. wave-b davll Retracement atinviiae 1 % wav wave-a

3. wave-c dadenni wave-b taua wia wave-c fav Retrace all wave-b t&ua

There is alimited number of variations on ZigZag patierns, ZigZags and their complex combinations
(see Chapter §) are the only corrective patterns which can temporarily “resemble” Impulsive activity. To
avoidmisinterpretation, very specific limits must be placed on Zigzag behavior. Below are the minimum
requiremnents which allow a pattern 1o be categorized as a ZigZag.

1. Wave-a should not retrace mare than 61.8% of the previous Impulse wave (if present) of one

larger degree (see Figure 5-22a).
Figure 5-22a
[ wave-a azfiasretracement daandin 61.8% 221
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Impulse pattem is
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2. Wave-b should retrace at least 1% of wave-a (Figure 5.22b).

Figure 5-22b

wave-b #s:1 Retracement < 61.8 % 153 wave-a

I;:I 1 % of Wave-a

wave-C fissznanii wave-b waus




ZigZag

Zigzags ( 5-3-5)

1. No part of wave-b will normally retrace more than 61.8% of wave-a.

2. If part of wave-b retraces more than 61.8% of wave-a, that part will not be the end of
wave-b. It will only be the first segment of a more camplex correction for wave-b. The
termination of wave-b will complete at 61.8% of wave-a or less (see Figure 5-24).

wave-b f#asii Retracement < 61.8% =23 wave-a . ,
Impossible - this wouldnat fall

under the category of ZigZags,
but could be considered a Flat.

_________ Sldof A b Fub61.8% ussrvinlild 77

61.8% of

Wave-b retraced less
than 61.3% of Wave-A

¢?
All part of Wave-b

Termination of

/Wave-b
R 6l8of Wavea  amaugs Wave-b fasbiniu61.8%

Occasionally happens

c?




Tunsal Milu Normal Zigzag : wave-c asaifous 61.8% - 161.8% uay wave-a 1auaay
gnNuNANga Nevatlunsaliinamiua) 161.8% uav wave-a uinaaannya wave-a (asu
di1eila ) . o

funsdiin wave-c Ndunge Tunsedl normal Zigzag fa a1uen) 61.8% uas wave-a 1N

ynaanuay wave-b ( sduinila)

Normal

In a Normal Zigzag, the c-wave can be anywhere from 61.8% to 161.8% (Internally and Externally,
for details, refer to page 12-22) of wave-a. The listing below describes and illustrates the conditions
necessary for Normal Zigzag formation.

Wave-b #ssretrace #asndy 61.8% vas wave-a
1. Wave-bywuen iicasuieu 1omm 10s WwImunus ) must nerrerrace more than 61.8% of wave-a. Figure
5-24 (previous page) shows szveral situations which allow for, or negate, Zigzag formation.

wave-c azanidud 61.8% - 161.8% 28: wave-a

Length
of Wave-a
=100 Length
ooy i of Wave-
a=1.00
Minimum length
Maximum length of / ;f:g;;f_':m
wave-c in a MNormal / 1518 of Wave ; s
Zigzag - 161.8% of /
Wave-a added to the / the end of wava-h
end of Wave-a ity
— wave-c fifuige Fa arunna 61.8% asawave-a

2. Wave-c should not exceed 161.8% of the length of wave-2 added to the end of wave-a (Figure 5-
25a), but should be at least 61.8% of wave-a, Internally (see Figure 5-25b).

When a move, which you think is a c-wave, exceeds the limits described above, refer 10 “Elongated
Zigzag” (page 5-22) and/or “Impulsions” (page 5-2).

uan wWave-c amnin 161.8% ze: wave-a s:=Bendn Elongated ZigZag +%a anenanadluImpulsion wave L1315



Elongated Zigzag

Elongated Zigzag

Wave-b dnszdflusiluin Irregular Failure +3s Running Correction

As the b-wave becomes more com-
b - plex, it will usually be an Irregular
Failure or & Running Correction

L.\_.i Retracement ot wave~.
I is more than 61.8%

TRRL WaAVE —C winszfedfs retracement winnd 61.8%aes wave-c e

I
I
|
c

sduvy Truncated Zigzag agvinnuéivy ZZ 7 wave-c §unind A AaANENITENIN 38.2%-
61.8% a9 Wave-a wvirtiu tusduuudl ATUAALTIIINAIANNAU Wave-C Tuudinanazdadiin
Retracement n&u'lilatinatias 81% a9 sUuuy Truncated ZZ Wanua

ausmadvlusluy wutdisuaduneliug?

Truncated
‘This is the rarest Zigzag variation, to be justified it must meet the following criteria:

1. Wave-c cannot be shorter than 38.2% of wave-a, but should be less than 61.8% of wave-a.

2. After completion of the Zigzag, the market must retrace at least 81% of the entire Zigzag, and
preferably, it should retrace 100% or more (Figure 5-26, next page).
This is essential due to the counter trend strength indicated by the exremely short c-wave.

3. The pattern will most likely be found as gne of the five legs of a Triangle or as a segment of one
of the legs of a Triangie.

udsay Truncated zigzag ufia szfieafis retracement = 81%sas ZZ sisuus

/~=————— Minimum retracement of a
!/ Truncated Zigzag is about 81%

Wave-c¢ aza11 38.2-61.8% weas wave-a

Truncated C-wave of a Zigzag pattern

= . : 2

Wave-c #fu azSiaazdisans Safussfadfldoeldasdlddiunn uazfasane
N S 3 i

© mdudrasidullug namlng

slsuu trancated ZZ & anavulh Fhe dowiiorss Triangle Sainauls mezaziiuin faafin Retracement > 81% =as
correction a-b-c fifsfunn A s lrunpeied i -ay'"mﬁmrf‘iqts:mmﬁa?{uﬂﬁ’uiﬂﬁ:ﬁ;ﬁiﬁu vqﬂﬂfﬂvﬁﬁguuuut":u’ﬁu azuf
f‘@qf‘“tr”sn sasa se120n 100 uwanda @ 80 uwatullb@ 85 uwiimeund c@ 75 Fitu divmmsiendefiaduand adae
tmubastunfull 100—75 => 25 * 81% —=> 20.25 i#efizwen 75+20.25 = 95.25



au suuuy Flat uay Zigzag Mludy sa'ldAdusduuugeavinauas Standard Correction
Pattern #@a Triangle . | .

Triangle azidsynaudia 5 adunan usazaduazdl 3 adutaanialy  sduuy Triangle lu
sduvy Correction ﬁouaoa‘manum aa1nazdvldanuuun Tiunan ( ImpuIS|on AaUNTN )
sialy fotfuatrldidusuduisassluuumnafia Chart pattern singq iwsesiunuaz3asiu
ienazdusu

Trian -3-3-3-3

Some of the most difficult patterns to work with under the Wave Theory are variations of Triangles.
They have no specific time limits for completion. Absolute certainty as to the direction of post-
Triangular action is often impossible. One of their redeeming qualities is that after they complete, they
provide a significant amount of information on current market position and offer numerous clues onhow
post-triangular price action should behave for extended periods of time.

Despite their difficulties, Triangles are some of the most common Elliott patterns; therefore, a
thorough understanding of them is essential. Learning to identify Triangles early in their formation can
save you from many hours of from frustration and from unnecessary trading losses (especially in
Options). Following are the most important Rules and characteristics of Triangular formations. The
majority of these Rules (which are essential) are presented here for the first time, so pay close attertion.

Following is a list of minimum requirements in the formation of all Triangle variations:

1. Elliott said there are five segments to a Triangle, no more, no less. This rule applies no matter
how simple or complex each segment is. In order of occurrence, each segment of the Triangle
is given a letter of the alphabet: (a,b,c,de).

2. Each Segmentof the Triangleis (or represents, in the case of monowaves) a Complete Corrective
phase (a “:3").

Triangle ilsznaiifaa 5 afundn uwiazafuazll 3 pfudsanies o nfe Triangle azfislugas correction fisiffusaaia ufiaf
a<ltflu trend win Buseld (| sndh Terminal Pattern Ssdneglungs Impulse wave pattern )

A9 Triangle w&7 Aa1AaLI U UL TINNANsa 1Y

15UV Triangle tilu 2 suuuuda

1. Contracting Triangle wiivaantilu Limiting Au Non limiting Contracting Triangle
2. Expanding Triangle wivaantilu Limiting fu Non limiting Expanding Triangle

aa'liiavlusasdaatagqueaiuidag Limiting i1 non limiting uzA3u ANuLANGIIAY Aa
IeauUaY Triangle @au Break out :uumoaﬂamauwaoﬂmﬂmumaﬂmm“luu 11N3A break out
2g1ININARUFANINAT 40% BAIATLAR Triangle iU azEunin Limiting wsiwin fulia
ndndugaauumdaufizanii Non- limiting Triangle -—--31ag'lidadasinaudiug fuazidaa
1l



c. Triangles

Contracting Triangle:

Pattern

BorA

! B,XorE D

auguuy Standard Correction Patterns 19 3 uuuuad? as1d AungdndAu gluuy Non

Standard Elliott Pattern d9sfufidia Standard Correction Pattern VIJJ’IG\E]ﬂu‘uuLaO LeaL uuau
saduian Li'le dal ganarvlunisiftansia 153anuIN X-wave G X-wave 1 a¢fl 3 Adu
ndn Goiflustuuy standard correction sUnuulagluuunile anaflu Flat / Zigzag w3a Triangle
Ale 99'lvin ?

Asfina1atAngULuY non standard Elliott pattern @hoiflugiluny Complex Correction pattern 1u
Wwavannmsdiuanavldasousnidu anngduuy Standard Correction thizaq U Judliauase
anawsITEANEANTaluTa2IEN9 Tudefinasialiiag mmmvw"l,ﬂma‘tuu,m‘iummu Laugn
finaan'lddn S9Usudsadnsay nsaanisaistuuulunisiia Standard Correction A¥onavil
19AsIAAanILé magﬂtmunﬂ'm"l,n"l,m'rmua"au wialia Usudisadnsaunda’li  uwe
ad19'l5Anu nsd¥udiazliAu 3 sau wiaguuy Triple correction azdasRugauus ( auly
wanau uinlutdinla gl slide 1899 agtdintaunniu )



Standard Elliott Patterns & Non Standard Elliott Patterns

* Standard Elliott Patterns azmnefs gulunnimugu snung 181 Impulse wave uac
Corrective wave izl X-wave dusidanse iy

- Impulsion wave
- Correction wave ( Flat s%ssne / ZigZag / Triangle )

« Non Standard Elliott Patterns wuisdsgtunuiiinain nisdensieszuin Standard
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winanaiie Flat vwiaZigzag Ald  uaz@ensedudion X-wave )

a159&31 sUuuy Standard Patterns wag Non Standard Pattern gas1g wan
@an :3 :5 :F3 :L3 aylswind m"l,maoau"la Lm"h'rm AatLanaanuIAaanN ‘SEIE]“] 1

3ani Position Indication Adudiiduusay aduin dasfuiuagaseluusassluuundy
du  ( feludasauladle )

..... Smllﬂardﬂaﬂﬁnls(fm all smdems) e
: :A, 5- 3-.?5— F3— LS o . Impulsion (wrending nature, mfcrm pageﬁi)
e ‘5— FS-"’S’ L =:'-§Zlgzag {corrective naulre,mfartupagei 19)
o4 C. F3-: {:3-"’5‘ il . ::'Flat(mtwﬂndim. rcfcrlopagcﬁ 1'3"}

DL 333 "3-:?31 ~ Triangle (comective nzmrc refermpagei 23)
- E. tF3-:¢3::¢3-173:13  Terminal (conclusive nature, refer topage 5-2) -~ -

- }f:hc Iast S‘l:mctnre Eah-e:i c-f a Slanﬂard Carrccme Senes does not contain an "L“ Position Indlcamx the Ser:cs i
wtli nead t{)bﬂCﬂmp@ciﬁdm g =3" mé’mﬁepmofuue DfihENQn Smndmﬂ Paauns hstedbelow e

. Hmﬁlanﬂa:dﬁa&&mﬁ (for aavma smnm
F 3’++x*c3{sma11e:’)++ oo i
G iFexic3targer ¥ Sl ;,Double ’Ihre& Runnmg {cmrecuve see Chapler E}
-H i '32++x 3 (size? )4+ 3’++x.c3(szze$‘}++ 3‘ Any Tnpie" Gmupmg {cmectwe see Chapu;:r 8)
' ZCould be any Standarﬂ F!at mgrag of Bxpamimg Triangle {whea the "x: 03“ is Iargar than '
: the previous "3," a Zmzagmnuid not occur before or after the "x:c3") © i
’Cuuld be a Standard Flator Triangle (if first ;3" isa Tnangie it, shnuid beExpandmg)
‘Cuuld be any Standard Corr.-:enve paucm S'I'ha "xxe3" cou]d be larger or smaller than theprewnus 3‘
- P mustbe smallerﬂmn prevmus 3" o G "x:c3" must be large: th.a!! previous L6




X-wave Hu agfl 2 dnware Al dudfiausasenine Standard Correction naneflu Complex
Correction pattern Mlugjdiu 1199 aasiailu Triple Correction Aaldl x-wave 2 daflugiiday

X-wave &nwauzusn azsflu X-wave Afimuaidn fludaidian Standard Correction i |
Gafu anmaly uag X-wave azfiaurafitinnin 61.8% uav standard correction duAauniin &4
sduuy dagaunsatia Complex Correction with small X-wave léiviaragiuuy ( t2u Double
Zigzag ........ Triple Combination tilugiu )

a. Complex Correction with Small x-Wave's)

When a Non-Standard wave pattern unfolds, the chances are much greater the x-wave will be
smaller in price than the previous Corrective phase (less than 61.8%). This Non-Standard variation will
often produce the look of an Impulse pattern, but close attention to detail should rule out that possibi.ity
(for details, see Emulation and Missing Waves in Chapter 12).

EachNon-Standard wave pattern, depending on its Structure Series, is given a different name. Listed
below are the Non-Standard Structure Series Combinations which contain gmall X-waves. Each
Combination listed has the pre-compacted Structure of each Corrective phase on the left. The entire
formation's compacted value is on the right (c.t. = "Contracting Triangle only"). On the far right are the
Figures which correlate to the formations on the left. Ineach Figure, a correctand incomrect interpretation
is provided to help you avoid misinterpretations when deciphering market action.

Table A

1. (5-3-5) + (x-wave) + (5-3-5) = Double Zigzag = ":3"

2. (5-3-5) + (x-wave) + (3-3-3-3-3, c.t) = Double Combination = ":3"

3. (5-3-5) + (x-wave) + (3-3-5) = Double Combination = ":3"

4, (3-3-5) + (x-wave) + (3-3-5) = Double Flat = ":3"

5. (3-3-5) + (x-wave) + (3-3-3-3-3, c.t.) = Double Combination = ":3"

6. (5-3-5) + (x-wave) + (5-3-5) + (x-wave) + (5-3-5) = Triple Zigzag = ":3"

7. (5-3-5) + (x-wave) + (5-3-5) + (x-wave) + (3-3-3-3-3, c.t.) = Triple Combination = ":3"
8. (5-3-5) + (x-wave) + (3-3-5) + (x-wave) + (3-3-3-3-3, c.t.) = Triple Combination = ":3"



Ravnalatine Double Zigzag uae triple Zigzag

Triple Zigrag

A wellcontained move-
ment of multiple sdvances
and declines between two
paraliel lines will usually be
a Doutde or Triple Zigzag.

The typical B-B trendline
of a Complex Correction
is eing implemented

anvaizady NMeglunseudugium sthamnzme Snewdhusiuun Double or Triple Zigzags 1u
asaiisznun 3 touch points wanaga usufeuradudis X-wave las X-wave a=lunadnamn
standard correction pattern sisiuiseunsay

dnsnatinaiilu Double Flat uay Triple Flat

Double Flat

When the b-b-b
baseline is broken, the

/ formation is complete.
]:Mthl

¢-failure



s liguidauiay asiuiigndiag
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Double Flat
Incorrect Correct

Interpetation Interpetation

If you were to count this as an Impulsive pattem, you

have learned nothing from this book. This count This is the onl

breaks all the rules. Wave-2 retraces too much of e
wave-1, wave-3 looks corrective instead of Impulsive count this formation!
and there is no Alternation between waves-2 & 4

I

suns siuiia w1z wave3 szi 3 aanlild wazafu 240 d W
dhuldaungasaau ( Rule of Alternation)

frusiuuy Complex Correction combination 1u #1371 " Combination " vianade suuuy
correction sgavinaazdadiilu Triangle

siuuy Double combination wneds standard
correction pattern + X-wave + Triangle (gasiia)

Double Combination

Double Combination

Faluc break of B-B Baseline
---‘mwﬂhﬁ.‘il:

Triple Combination

With 50 many a-waves il'n/
dlficad fox thern i ol g
ina pafectly straght linc.

Triple combination wwsfsiuuustandard correction
pattern 2 $udsunudn x-wave + Triangle (gasie)



X-wave dndnwary aziilu X-wave Afiuualnginin Standard Correction pattern MAinAaumntin x-
wave 11U

b. Complex Correction With Large X-Wave(s)

When the X-wave of a Complex formation is larger than the previous Correction (price-wise), the
entire formation will be categorized as a Double or Triple Three pattern. Listed below are the Non-
Standard wave patterns, along with their names and compacted wave Structures, in which the X-wave
is larger than the previous Corrective phase (in the listing, c.t. = "Contracting Triangle only!™).

1. (3-3-5) + (x-wave) + (3-3-3-3-3, c.t.) = Double Three Combination= 3

2. (3-3-5) + (x-wave] + (3-3-5) = Double Three = 3

3. (3-3-5) + [x-wave] + (3-3-5) + (x-wave) + (3-3-3-3-3, c.t.) = Triple Three Com.= 3
4. (3-3-5) + x-wave] + (3-3-5) + (x-wave) + (3-3-5) = Triple Three = 3

'I"hé'-.i“lon—Stancﬁ:d wave patterns listed above arz in order of most to least likely. Triple Threzs, as

mentiosied earlier, $hould be considered rare. When you see one of these patterns, it probably will be
constructed like ong of the two variations listed on page 8-15.

fnsudqe Flat

X-wave fminalvainn correction nsussh

faeine Double Three &dwne X-wave Aflugitian agdi 3 Adutan uay x-wave agfinunalvg)
N3 Flat duiin

Double Three
(in this form it is rare)
Intervening /
X-wave
/

This pattern is unusual in any
position except wave-b of a
Zigzag, or as a smaller x-
wave. Even then the patiem
will have a strong tendency o
drift with the trend of one
larger Degree.

/ Flat - -First “3" Flat - -Second “3”
/ Correction Correction



Waliiuuaneody Wawdandie X-wave 2unalve) uas zuadn Seandaliiuseiu
\tu w1n Flat 2 8u iiandudla X-wave duldn ag3anin Double Flat weivnn sfuifiandy
e X-wave 2ualngj asiiangduuuiuii Double Three unu gl biviiaudu uai3in we
azdiatduLiangna X-wave auiatdnuiaauialngj

Double Three Combination
(in this form, it is rare)

Note: the x-wave exceeded the end of wave-b
slightly, The stronger the move to follow this
entire formation, the higher the x-wave will go.

This pattern would be difficult
tocount incorrectly, so a faulty
interpretation is not included.

Flat Triangle

Qs

dnéhating Double Three Combination suuwuudl

Qs Qs '

ufinduliag 3y Impulsion

Double Three Combination /
{Running variation) f! Powerful Impulse
/ Wave (almost al-
waysa 3rd wave Ex-
[Mnervening | !/ iension) will follow
sl ‘;" this formation.

Correct Interpretation

{:
/
rd
Preceding Impulse # |
Wave /S -
/ | [
/ | |
/, R
/‘f First *3” ‘This pattern is usually misinterpreted. Occa-
/ is a Flat sionally, due to the Triangle formation, it is
3 : interpreted as an Impulse wave about o begin
fx ﬁOTE:h] Itf:s “ﬂ?: wave-5 (see upper right, next page). Some-
/ ”;P"ss' i) : times it is labeled as an Impulse wave under
/ m"fa Ipﬂi“e"m :’D formation which is about to complete a series of
1 3 g
/; a2 bo s Trlangle. s and 2's (sec lower right, next page).
but it is exceed-

ingly rare.



Complexity sgdumnugudiaululaseasivuassluuyu Impulsion uag Correction

Complexity

*  Complexity aziimanuddityluntsdeafiaten porsdiiouresgiluuy Hazfinline
= 4 & 2 2 & g5
sediuntwire Avenisnikue iag Ui vifanfinluswism bde T

* nuawun Complexity iihsedusineg andudoufidadtyfilalun smseanaugiuuy
73 1wnliny lusesiu Degree waaiudiatusadassariulfacransnzamiselsl

329 Complexity u1gat19 YU uzATY
Monowave §ia31il Complexity Level -0 .
Polywaves fia31i Complexity level-1 giuwu polywave Aa guuuy Impulsive Wag corrective
Nus UNgA 91 5 AU LAY 3 ARU monowaves Lvindu  anLiu triangle fi 5 monowaves Lliauiu
Multiwaves [gfiaindl Complexity level-2
Macrowaves agzfiaindi Complexity level-3

13829 Multiwaves & Macrowaves azaalunaunavanii

b 3 /
: OR Pol
S Complexity Level- 0 v Emm-“"i':l‘:';m
1
8 € 3 Monowaves
3 Monowases 2
Level-1 Polywaves
€3

All the Impulsive and Cor-

rective segments of the

wave patterns on the right

and left are monowaves Monowaves

:F3 L5

Monowavzs

[ Strictly due to visible subdivision Jboth of the above patierns automatically must be of Complexity Level 1 or higher,




Multiwaves agutioiilu )
1. Impulsive MagLilu Multiwaves agdiaviinaauiiticoil .

1.1 Tuadun 1,3,5 davlindulandunils ﬁvm.ioaiamﬂu 5 adutiag’ladn ( subdivide )

1.2 Tundu 2 wida 4 TuTAs9&519 impulsive u aggavusauLvtiaailu a-b-c 16 Tu wave 1a
wave uilouiaa1aiosas wave Al o .

1.3 Adu 2 w3a 4 Nldszaznaiuuige asasilunduiiinnau wia alulindiviuv 1y
winadu 1 luaduiiadiudl adu 2 msillurdunlduannign  wdwinadu 5 ualudia
AMUAIARU 4 AITTEIRUIUAINARY 2 wazsynuadu 3 finca AAY 2 uay 4 Wnldnan
waqiu uasduuudasuanaduaIung Rule of Alternation

Construction of Multiwaves
R AR T e e

Slightly different from Complex polywaves, a Multiwave requires one of the Impulse segments
subdivides into a polywave. Depending on which Class the pattern you are analyzing falls in, divert to
the Impulsive or Corrective heading below.

Impulsive

In a polywave, all ":5's" are monowaves. In a Multiwave, one (or more) of the ":5’s" is 2 polywave.
To construct a Multiwave, several conditions are required. They are as follows:

1. Ofthe three thrust wavesinan Impulse pattern (1, 3, or 5), one - and only one - must be a polywave.
The other two thrust waves should be monowaves.

2. Atleast one of the Corrective phases (cither wave 2 or 4) must be a polywave; the other may be
a mono- or polywave.

3. The Correction (2 or 4) which takes the longest period of time should occur immediately before
or after the Extended wave. If the 1st wave extended, wave-2 should take the most time. If the
5th wave extended, wave-4 should take more time thanwave-2. If the 3rd wave extends, it makes
no difference which wave (wave-2 or wave-4) takes more time; simply make sure Alternation is
present between the two waves.



Aating Impulsive pattern wuu Multiwaves Gf'fp #i Complexity level-2 Taadi wave 1o wave nilo

229 wave 1,3,5 i subdivided wiivitilu 5 adutiaa  aasdnen asIAlU 2 way 4 a3 tiu
2e19'ls AaunIanady LinAluEa6

Wave-1
Extended and
Subdivided Wave-2 is
the Extewded
and Subdi-
vided wave

e e e e e — —— E— ——

Wave-3 isthe Extended
and Subdivided Wave




&7U Multiwaves u Corrective 1u asfidnwae dail .

1. azdiaviiatinviian Tu wave-a w3a wave-c avsadulivtiazaantilu 5 adutiaa'le ( subdivided )
2. wave-b aasiazuivilu Adutias a-b-c ‘laidn ( Wave-b 1ilu polywave )

AGIaLNY

o

Correctlive

A Corrective Multiwaye has requirements imposed on it similar 1o the Impulsive variety. Theyare:

1. One or two of the ":5’s" in the larger pattern must visibly subdivide into a polywave (see Figure
8-14). If there is only one subdivided “:5,"” it must be wave-c of a Flat or Zigzag (all varieties).
2. The probabilities strongly favor the b-wave of a Multiwave will be a Comrective polywave.

In the Figure on the left, the
c-wave (a":5") subdivides.
That is the minimum re-
quirement for a Multiwave
to be created. The Figure b3

on the right has two Subdi-
vided ":5's," but the pat- /\/
temn is still a Multiwave.

Obeying Rule 2 (above), as

the b-wave in both pattemns

is a polywave,

b:3

a:3 5
[h

I Complete
Impulsive

| polywave
within the

| Corrective
Multiwave

Corrective Multiwave

<Complexity Level-2Z >

Tassatrsinavun wflu Corrective Polywave level-2 Tasanin

1. Fdmuds b ssuvafly 3 segments doo ﬁﬁ}%’u pailu level-1

2. Fidwnds © e=uvfadhs 5 segments dos divu 22 18Th: level-1

3. TassaPesneiimun senmafh Corrective Polywave Level-2 ( wis1= Impulsive segment
sanse uilathi asudesls)



Macrowaves .

azflugtuuy Taseaadien Adudauiiae ( Tunsdli'luiléd X-wave dinaniAardiasde )
Macrowaves agisznauaie atnviiae 1 multiwvave Lag 1 Polywave Tulasyasiosduuy
Macrowaves azilseau Complexity level-3

Macrowaves

"Macrowave" is a less precise term than the previous three descriptions of market Complexity. As
greater periods of time elapse, a pattern gets more and more complicated. Visually, there is an undefined
soint where it becomes very di‘ficult todistinguish one Comglexity Level from another. For this reason,
there was no need to continue naming moves of greater and greater Complexity. Therefere, the term
“Macrowave” will be used to describe any complex pattern above the Multiwave stage.

1l MU red [CMCNIIOT A DI d g 0T na | ;
one Multiwave and one Polywave (usually there will be two polywaves, see Figure 7-7). Toderive the
Complexity Level of Figure 7-7, first use the “automatic” rule. The pattern should immediately be
considered of at least Level-1 Complexity since subdivisions are visible. Examine each Impulsive
segment (of the same Degree) within the Macrowave. Chocse the one with the highest rating and add
‘hat to the automatic Level-1 rating. In this case, the final advance is a Level-2 pattern. Acd that to the
automatic Level-1 and you get Level-3. Since this is the minimum Construction of a Macrowave, all
Macrowaves must have a Level-3 rating or higher.

DATLCTT [E) i g RO LN Y Uy

Alaeine Macrowaves ----Complexity level-3

x5:L5

— — — —— — —

Minimum structural requirement
for a Macrowave:
A. 1 Polywave
B. 1 Muliwave

_——-_F—__H_—_j

time, it would more likely

have been a polywave. I1fthe
pattern remained a
monowave, it wouldcreatea —|
rare event Lcall "Triplexity.” |
This means the pattem hasat ]._
least three scgments, each of

a different Complexity. |

8
This isamonowave. In real- %
L

— e — S S — — — ——— — ——




AuTAseas IRz uas AdU wuy Impulsive wae Corrective Patterns  wATASIRE IR UFIUA
vidaafiutiagunn uaiddda tdasnauazuanlviaan tlanazldsduuuuani ldeeilu
guudsrutiamsduuunsiintiucaldlu Pattern Magtinnuun
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Pattern Implications

dunisuantiaay aassluuuidadulluéy destuuuiadiulluditu suisatrldvinunam
Tanmanasiiasduuy wiatihunuasale

POWER RATINGS \flunnsutianaugiluuy nafAadunugy aandluudaznguaiugluuui
Windu druasuuudildiuaziiludiuanii filannanaziia Retracement glunuiiiafiulilud?
uu"l,mmnuamm”mu iy WasweIn swuusiAAsuuily Double Zlgzag Waauuds §
Tand 751A1aziin Retracement 16'13itAu 80% ua9iestluuy Double Zigzag Mtinun ( Rating
+2,-2) dudu

POWER RATINGS — When the pattern When the pattem
completes upward: completes downward:

1. Triple Zigzag +3 -3

2. Triple Combination 43 -3 i

3. Triple Flat +3 23 Non-Standard
4. Double Zigzag +2 : .2 Formations
5. Double Combination +2 2 (Category 1)
6. Double Flat +2 ; -2 et

7. Elongated Zigzag +1  (in a Triangle = 0) -1

8. Elongated Flat +1 (inaTrangle=0) -1

9. Zigzap 0 e o =00 : ;

10. B-Failure 0 0 . Standard
11. Common 0 0. Formations
12, C-Failure -1 (inaTrangle=0) +1

13. Irregular | -1 (inaTrangle=0) +1

14. Irregular Failure -2 (inaTriangle=0) +2

15. Double Three -~ =2 +2

16. Triple Three : -2 +2
{17. Running Correction -3 43 }——

18, Double Three ; : e Fmsl::::::s"’

Running Correction - +
19. Triple Three £ s TR
Running Correction =3 +3 :

L. A("0") rating does notimply any specific retracement value, virtually any retracement level
is possible from just above 0% to beyond 100% of the previous pattern.

2. A(+1,-1) rating would allow for no more than about 90% retracement by the next completed
pattern of the same Degree.

3. A (+2,-2) would indicate no more than about 80% retracement.
4. A (+3,-3) rated pattern should be retraced the least, around 60-70%.
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Buain 1 sy Triple Zigzag

1 Triple Zigzag

This is the most powerful corrective pattern that can occur. If itsmovement is downward, it implies
the market is currently very weak. If its movement is upward, the market is currenily strong. A Triple
Zigzag will hardly ever be seen but, when it does occur, it is usually the longest segment of a Terminal
or Triangle. When part of a Terminal pattern, it should definitely be the Extended segment. Based on
market position, if a Terminal is not possible, the only choice is that the Triple Zigzag is the largest
segmentofa Triangle. If part of a Flator Contracting Triangle, a Triple Zigzag can never be completely
retraced by the pattern which immediately follows it of the same Degree.

-yduun Triple Zigzag %,,u.ivsﬂum_nmmsﬂgUmuulmﬁmﬁ T Corrective patterns Wenun

WA luas %zlmmamamuu%d’luma sgpuumnn ( Samundage)

-mnag‘lum%u PeMIIERNAMATANUTWNT AN

-Tﬁmﬁl’ﬂﬂ%zwugﬂuuﬁjhlﬁﬁaﬂ mmusnnfsihlushu segment %ﬂnﬁgﬂh terminal pattern w3s Triangle
srny Triple Zigzag Swihsdwniisly terminal pattern ﬁ%wm’wg‘lmhu?%fﬂu extended segment
-ianbily Terminal pattern uaasn yikaw Triple Zigzag %ﬁé%;!ﬂuﬁfmﬁmﬁqwm Triangle

-+n Triple Zigzag dudhidmilwes Flat wis Contracting Triangle 11 9% Teman Pattern daut es
Retraced 18 simim lusedy Degree @y

suéactin wav Triple Zigzag

Triple Zigzag

A wellconingd move-
ment of muliiple advances
and declines between two
paralici lines will usually be
a Doutde or Triple Zigrag.

—sduvu Triple Zigzag {l*llh-li‘ﬂLllﬁ_ﬁ']iJf‘l”F‘a‘ﬂaiJ”i"JEuLLSwﬁ'lﬁﬁ 1u Corrective pattems Ve
-v1nAa LA %z:mmammwuaaﬂuﬂn shgouitenn ( Tamundame)

wrnag‘lumwu MINERAMALIAIILAWNTwn
< Sy e ] = =z ' = = = = =
Tegma ldeenugiuniiIdies sommudnannizithilughu segment sismgalu terminal pattern w3s Triangle

s Triple Zigzag $nfhudwuniicls terminal pattern Aszmutisgluduniil extended segment
sin'hily Terminal pattern uaasn siluum Triple Zigzag Tuse dhidwiimangavs: Triangle

siin Triple Zigzag Sufhidhumiiews Flat wie Contracting Triangle u&> 9:11fiTenad Pattern daun 9=
Retraced 18 sswua lus=du Degree @aqriuas



2. Triple Combination

2  TripleCombination

This pattern can be a combination of Zigzags, Flats (frequently elongated) and Triangles. Virtually
always, a pattern which falls into this category terminates witha Triangle. Either one of the two x-waves
can also be Triangles, but are notrequired to be. The first two Corrections (the one which starts the move
and the one right after the first x-wave) should not be Triangles. When a Triple Combination occurs in
aTriangle, it will be the largest wave of the Triangle in price and probably time also. It can occur in only
one other pattern, a Terminal Impulse. When a Triple Combination occurs as the extended Sth wave of

aTerminal, it is the only time the market should completely retrace a Triple Combination, even though
the retracement will be of a larger Degree.

- s1luuu Triple Combination ( TC) 3 eifamnmsAndsu iz Zigzags, Flats ( s1aih: elongated ) uas
Triangle ua s=dsssu Pattern SE Triangle wue

- X- wave fifludufeuszin Corrections maniu ( fosfi2 #1) enddmilaiidh Triangle wiellvdlg

- Correction patternusn wardafiaes (Fsursiudn X-wave e ) ianseaih Triangle

- wmnTC mﬂ‘lu Triangle amﬂwﬁﬁi;ﬂvﬂéuﬂllﬁmﬁﬁa’lu triangle Jula“ye{ %ﬂunéﬂﬂnm»nm}

- giluun TC vm%tnﬁlsﬁuanﬁﬂﬂm Ml ﬁﬁm'ﬂu Terminal Impulse Tasssialudnfidh Extended 5 wave
of Terminal impulse S ﬁmssmmﬂlmuu azuan N amavzdonliudarlenna Completeiy Retrace a TC
wieusse: 17 Retracement all a larger degree 1l ( winsfs nmemisefiesifia Retrace 1éamaves
Impulse Pattern nsunihiifiatu duwwave 1 lslsdin mwne Terminal impulse s miniu )

@ae1y sduuy Triple Combination

Triple Combination

This type of Tripke Combination is a littke more
b3 unusual, Esch comective phase is different. The
N first phase is a Zigzag, the second a Common Flat
and the third a Triangle. This would be a logical
development process. As the patiern nears comple-
tion, it foses more and mane of its momentum,

Zigrag,

Triple Combination




sduuu 3 Triple Flat
sduuu 4  Double Zigzag

Triple Flat >

The pattern which follows 2 Triple Flat should not completely retrace it unless the Triplz Flat is the
last leg of a Sth Extension Terminal (i.e. wave-5). Even then, the retracement pattern would be of one
larger Degree. They should not be completely retraced by the next move of the same Degree. These
patterns are very rare and it is unlikely you will ever see one. It is only included here for thoroughness.

- sthum Triple Flat ( TF ) Tasln@linasezfia Completely Retraced (esmfu TF sdus=dhi segment
garhaues 5 extension Terminal ) fwd+ retracement pattern fudsswine=4 degree ganm Amy

s : 2
nlumsszretrace jiluuTF Tdimua
= o

- gty TF 3 szwniseinn

4 Double Zigzag

This pattern should not be completely retraced by the move to follow unless, once again, it is the last
segment of a Sth Extension Terminal.

- vivay mileunu Triple Flat  sauuudi ‘hinas iin Completely retracement wasmnou pattern sndu anih
segment gashs vs: 51" Extension terminal

sduuudlating Double Zigzag

Example of a Double Zigzag

2,420rB
1.5, bor A a, x or triangle
a, % or triangle

a,x triangle a,core a, % or triangle
2,470rB 1,5, 50orA

- figgz milourn Triple Flat  juuuwil liaas fin Completely retracement sdsmnsu pattern sndu
il segment gass ve¢ 5" Extension terminal




S  Double Combination

Just like a Triple Combination, a Double Combination will almost always end with a Triangle, OR
during simpler (level-1 Complexity pattern) patterns, a c-wave failure. This pattern can be completely
retraced if it completes a larger formation (such as a Terminal Impulse - Ist, 3rd or 5th wave Extended),
tut usually will not be. If the Corrective phase, after wave-x, finishes with a “severe” C-Failure or a
Running Triangle, then it is possible the entire correction wiil be completely retraced.

-Double Combination sxfuziuny standard Correction 2 susisrit:das x-wave Tay suwss szdesfhs Triangle mn
wie enaiflu sluwy correction flugu ( Complexity level-1 ) §ifl c-wave failure

- Trestalel shius Double combination fewessia completely retraced 14 wmndlunssunfuves Terminal Impulse
(luaduiil , 3 wis 5 extended ) walunsdl Sus sl dn'lisia Completely Retraced

- luCorrective phase smuds wdi x-wave ¥sorwflugiuny Correction #ifl c-wave failure s Running Triangle
du Tlemadieziin Completely Retraced gl Hwvmald

Double Flat ©

These are not very common patterns, but they do occur. The pattern to follow will probably not
completely retrace the Double Flat unless the Double Flat finishes with a “severe” C-wave Failure or
concludes a larger formation (such as a Terminal Impulse, any variety). The move following one of these
patterns should be a little faster than the move following a Double Zigzag.

; 3w a4 = g ;4 e o
-Double Flat : 1nd wuléTivssdn Teanald Pattern sfamunasn 3= li Retraced sissius anddi lunsaisi s
c-wave failure se« Flat sunds wie Double flat sxfhidniwilslu Terminal impulse
- msalagulaamdsnnsu Double flat s=ifasiedntmasnnsugiuun Double Zigzag

Double Combination

Wave-2 retraced woomuch of wave-§ and the
Rule of Equality i not being adhered o by
waves | & 5. The cowave I8 tod simple i
relabion Lo warve-, inkiss b Trianght is form-
ing. Eventhough the Jrdwave s the loages!,
it barely mers the requiremens of a 3rd
wave cuiension.  Nommally, the extended
‘warve {waves3 in this case) will be 161 8% o
mare of the Rt bonges [mpalse segment.
Hare, wave-3is bess than 161 8% of wave-5,

End of entire
e movefrom™o"
(]
The end of this ZigZag
is geaerally mistaken Correct Interpretation
ﬂ\“““‘*"’w The post-patiem market ation would
I_l Double Zighag or (as be the most substaninl evidence thata
Ziglag indicated abovejthe Comgples Comrection formed insicad
end of Wave (3) of an of and Impalse pagem.
| | Impulse pattern,

-Double Combination s=dhusiluum standard Correction 2 dusaduds x-wave Tag dinds wdoaih
Triangle Wiy ve oy sUunu correction i"’?ug‘m ( Complexity level-1 ) 75 c-wave failure

- Taem 14 31luvn Double combination Sareesia completely retraced ‘14 winith:mssunfnves Terminal
Impulse  (luafunil , 3 wie 5extended ) ualunsd Bussiald gn'liifia Completely Retraced

- luCorrective phase dwnds wis X-wave 1se1uihsthan Correction 7l c-wave failure sie
Running Triangle su $ilemaisufin Completely Retraced giluay vonua'ld
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-Double Flat : dnfi vuldlizsedn Tasiall Pattern fufesmumdsnn ozl
Retraced siwua sndu luns@f 9 c-wave failure ves Flat sungs wie
Double flat siuszfludwmwilsiu Terminal impulse

- mswlasilasdinsy Double flat szfas Il nTmasnnausuug

Double Zigzag

Double Flat
Incorrect Correct

Interpetation Interpetation

If you were to count this as an Impulsive pattem, you

have learned nothing from this book. This count i

breaks all the rules. Wave-2 retraces t00 much of e “:h"."’f""” b
wave-1, wave-3 looks corrective instead of Impulsive ot Jommaon
and there is no Alternation between waves-2 & 4

7 Elongated Zigzag

Named by the author, an Elongated Zigzag pattern occurs almost exclusively in Triangles and
Terminal Impulse patterns. It will usually be the entire leg of such a pattern. It could occur as any wave
in a Contracting Triangle (except wave-¢) or any wave in an Expanding Triangle (except wave-a). It
should never be completely reraced by the wave of the same degree that immediately follows it.

-Elongated Zigzag snzsulu segment wilses Triangle w3z 1w Terminal Impulse patterns sissisvudh afulaniu
wialu Contracting Triangle (anduwave-e ) sieluafulanfunilses Expanding Triangle (sndu wave-a )
- Tamialy Elongated Zigzag lumisia Completely Retraced las asu fidfasaun luszdu degree dou 14

8 Elongated Flat

This is one of the most interesting and distorted Elliott patterns. The fact that this pattern occurs
almost exclusively in Triangles is a discovery of the author's. It occasionally can be found in Terminal
Impulse patterns. When in Triangles, it is almost always an entire leg of the Triangle. If not the eatire
leg, then it will occur as a “one lower degree” segment of a complex correction which is the entire leg
of a Triangle.

-Elongated Flat : Shussusuiishaulonn Tassznudlu segment 1a segment wildh Triangle wis o1adududonuss
segment wils lu triangle fld
- wiaoanulu Terminal impulse patterns 14
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As the b-wave becomes more com-
plex, it will usually be an Irregular
Failure or a Running Correction

Retracemeni ol wave-¢
is more than 61.8%

-Elongated Zigzag iinv=vivlu segment wilsves Triangle w$s Tu Terminal Impulse patterns
wieeanuith: adulandunilacls Contracting Triangle (snduwave-e ) wiol: ndulanfuviises

Expanding Triangle (oniu wave-a )
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_ Liguag
Normal Zigzag : anwsiwave-c 61.8%-161.8% of Wave—a

This ranks among the top three, most common patterns. To be considered simply a Zigzag, the ¢-
wave should not be less than 61.8% of wave-a nor more than 161.8%.

Wave-c longest:

Of the three Zigzags listed here, this has the weakest implications if it is moving down and the
strongest if it is moving up. It is not Lkely to be completely retraced unless the next wave (of the same
degree) is more complex and time-consuming or the Zigzag completes a Cormective phase.

> Zigzag i wave-¢ smhuaih Downtrend szfenamagomsann uas wndu uptrend ameazudausana

- Tawlnd azlsiin completely Retraced sndulunsdld pattern «aina: More complex and Time consuming
(1 Degree #uis) wis Zigzag v sz Correction phase

Zigzag

Wave-c equal:  =ia Completely Retraced #3ahidld

This pattern may or may not be completely retraced. It is one of the most frequently occurring
corrective patterns. Virtually anything could happen after this pattern.

Wave-c shorter:

This pattern is almost sure to be completely retraced unless it is followed by an x-wave. It does not
really give any clues of what to expect from the next pattern,

winda C-wave §u siulefiieziia Completely retraced sndu pattern fiaunss e x-wave
minzidinn X-wave siudr s lannsenamssiezls 1 msalusunsadialdnngiha



Here wave-c is 61.8% of mave-a.
Here, wave-a & care equal

Here, Wave-¢ develops at

e in price and time. Notize
wave-b is different in
b price, time and complexity
from wave-a, providing
Memation.
v 7 on 618
®) a Lewel-1 complexity,

Here, wave-c is 161.8% of wave-a,
Wave-a is Level 0.

b
N
a
1618
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FLAT

10 B-Failure

A B-Failure is the most neutral pattern existing under the Wave Theory. Nothing in particular can
be expected following this pattern since virtually anything is possible.

. T 4
sihwy Flat B-Failure azwiieds wave-b duni181% ves wave-a sluwuiinzdhugduuunais m
aanazdifasanun ldon ma: i Temmda ldnngluun

11 Common

Again, thisis a pretty neutral pattern. It can occurvirtually anywhere a Correction is allowed. Itdoes
not imply anything about future market action, but is definitely more powerful than a Zigzag.

4
sy Common Flat Lﬂuiﬂuuu nmee lumssueninidudaniieslsinmin uaidoazT nhmmw,,mwuﬁﬂlﬂ
uuiﬁmnun'mu’mﬂ'mﬂuuu Zigzag



Y C-Failure 12

This pattern must be completely retraced by the move to follow of the same degree. If the C-Failure
completes the Corrective phase, the Impulse wave to follow should be larger than the previous Impulse
wave which is traveling in the same direction and is of the same degree. If the C-Failure is not the end
of the larger Correction, the rally to follow should be the x-wave of a Double Three Running Correction,
or less likely, the b-wave of a Running Correction.

- stuyu Flat C-Failure dhuzihiwmilsiimils win gﬂuw?jiﬁ’ﬁ’luw"nqmﬁwm Corrective phase uaziioay
c-failure uéd Impulse wave fiennn ssdadaminivinn Impulse wave nowsth suelussdu Degree
1RYIY

-win C—failure Yil¥afusuass correction da x-wave fidastn amdlugilunn Double three Running
Correction w3sesiaios aasiih b-wave vas Running Correction

13 Irregular

Despite what many readers may believe, this pattern is actually quite abnormal and infrequeat. It
creates a state of “self contradiction.” Why? When the b-wave of a pattern exceeds the beginning of
wave-a, it demonstrates the power of the trend of one higher degree. When the c-wave turns around and
exceeds the end of wave-b, it nullifies the power exhibited by the b-wave creating an illogical condition.
This behavior is acceptable in Terminals and Triangles, not in Flats (which is what an Irregular is).

- giluwy Irregular Flat dhipiluyy fidnuszmion masdusu luiiama msrzamusnues b-wave nenn a-wave
= a4 e a 1A= = [ = =
ugaens anumenyie1ndu I hualdundn uatiafasluuy c-wave ngnn b-wave meih i aswudiaus sves
i 3 )
b-wave winiugydsTilde

¥ Irregular Failure 14

This pattern must be completely retraced. From this point onward, the patterns listed begin to
indicate “Power” in the opposite direction that they conclude. Usually this pattern will occur as wave-
2 (of a Trending pattern) which will be followed by an Extended 3rd wave. The Impulse wave after an
lm:gular Failure should be bigger than the previous Impulse wave usually by a factor of 1.618.

- sihuu Flat Irregular Failure ssidnwas 7 wave-b srinfiwave-a  us wave-c dunfiwave-b Feved
sass Pattern fesifaann s:limdwin uase: completely retraced siuuu Flat fiviovia

- Taealdswimiugduun Irregular failure 1 wave-2 (w0 Trending pattern ) 3« wave-3 fifaemnn 1=
v Extended 3™ wave uszasd amuma itk 1.618 whwes Impulse wave npwh ( wave-1 )



b. Flat

Pattern
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Flat - Irregular s:winsis Flat 75 wave-b s1an:h wave-a ua: Wave-c s1anhiwave-b
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Figure 13.13  Bull Market Flat (3-

3-5), Irregualar Correction. (Frost and
Prechter,p. 39, Copyright © 1978 by

Figure 13.14  Bull Market Flat (3.
3-5), Irregular Comection. (Frost and
Prechter, p. 39. Copyright © 1918 by

Frost and Prechter.) Frost and Prechter)

L]

Figure 13.15  Bear Market Flat Figure 13.16  Bear Market Flat (3-

(3-3-8), Irregular Correction. (Frost 3-5), breguilar Correction. (Frost and
and Prechter, p. 39. Copyright © Preciiter, p. 39. Copyright © 1978 by
1978 by Frost and Prechter.) Frost aned Prechter)

Flat --- Double Failure
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FLAT 73 wave-b dunn 81% ves wave-a s=ds1il: b-Failure uaswin wave-c dunh
wave-b 5n Assvi e c-Failure 8nnais Ja5sniilu Double Failure



Yo Double Three 15 Y

As a generalrule, the longer this Correction takes, the more powerful the move to follow should be.
Double Threes are more common as b-waves than 2nd waves. WHY? If a second wave is a Complex
(Non-Standard) Correction, the 3rd wave is most likely going to be the Extended wave. The inherent
Power of that Extension will affect the formation of wave-2. Generally, this power "stretches” the
Double Three in the direction of the 3rd-wave extension to follow, making it a Double Three Running
Correction, not just a Double Three.

The price aciion for a c-wave would not normally be as large as a 3rd wave Extension. The c-wave's
inherent lack of power usually avoids the stretching effect of the Double Three and therefore prevents
the Double Three from turning into a Running pattern.

Double Three Running Corrections imply a great deal of strength for the rend of one larger degree;
therefore, you are only likely tosee one in the 4th wave position if it is followed by a Sth wave extension.
The Impulse meve after a Double Three should be at least 161.8% of the previous Impulse wave (i.c.,

ok oA

if an Impulse wave occurred immediately before the Double Three).

¥ .
Double Three : mnarusnluzha correction Bunn nasusduvniindy anaziims Retraced fnndae
-sninnuzduun Double Three tu b —wave ldvssniiluwave-2 wsz sun wave-2 S Complex Correction uga
= w 2w g egae 4 & 3= .
Wave-3 fimuun sinezdh Extended 3™ wave gamdals lumsfiazsihliiin aduanuiada vossduny Double Three shufius<l
wiane sduufiszlinidusmefsdsafl Double Three Running Correction
. s = : @ : 5 e
- 39 Double three Running Correction szvulu Wave 2 s3s 4 Frszdhslindiivdurdimalufigs uazesshldadsfianan
24 A= e 2 = 4 2 gl g ey L=
szdlundufifiamuanan e wiedlundufiiedy winjliuniifalusdud uaash aduifidan e Sunduledda uasezlianuen
1 4 ; ' 4
sthaion 161.8% ssandu Impulse aswnh
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Triple Three 16 Y

Triple Threes' are a virtually non-existent phenomenon. If you witness one, the Impulse move to
follow should be at least 261.8% of the previous Impulse wave (if there was one). Almest without
exception, Double and Triple Threes drift slightly in the oppesite direction of their last wave.
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Running Correction 17 Y

The movement to follow a Running Correction must be the extended wave of an Impulse pattern or
an Elongated c-wave of a Flat or Zigzag. After a Running Correction is complete, the market should
commence with the next Impulse wave; it should not continue to form a more complicated Double or
Triple Three. The Impulse wave after a Running Correction should be more than 161.8% of the previous
Impulse wave; frequently it is 261.8% or more .
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b. Running Zigzag
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* '€ Double Three Running Correction

This is a pattern which seems to cause more confusion and controversy than any other. The furniest
part of this story is that a Double Three Running is virtually never interpreted comectly. During their
formation, some Elliotticians count this pattern as @ series of 1’s and 2’s. Some will interpret it as a
Terminal Impulse patiern. Some will call it a complex Correction such as a Double Zigzag. The most
important aspect of correctly deciding between all of these unrelated formations is wave Structure (:3
or:5). Strictadherence to Structure isan area many analysts tend to overlook. They casually put together
an interpretation based on general shape and appearances, not on concrete structural evidence. To foil
this less diligent group, there are pattzrns which can Emulate the appearance of other patterns caising
drastic errors in judgment. Fortunately, close attention to detail will usually reveal the correct interpre-
tation. Channeling is another key to avoiding the misinterpretation of this pattern (see page 12-2).

The move after a Double Three Running correction must be Impulsive. This Impulsion should
exceed 161.8% of the previous Impulse wave. More than 261.8% iscommon. Basically, the only place
this pattern will occur is as wave-2; furthermore, the formation almost always concludes with a Triangle.
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* 19 Triple Three Running Correction

This formationis incredibly rare and for good reason. The powerbuilt up by a Double Three Running
Correction is so great it is unrealistic 10 expect the market to continue to postpone the day of reckoning.
Remember, a market never develops beyond the Triple Three Corrective phase; as a result, the market
cannot “continue creating x-waves indefinitely,” as one of my clieats once asked. If you were tosee a
Triple Three Running Correction, expect the Impulsemove following to be a minimum length of 261 8%
of the previous Impulse wave.
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rendi

After a Trending Impulse wave concludes, it should never be completely retraced unless it is wave-
Sor wave-c of a larger pattern. If the Trending Impulse is wave-a, wave-1 or wave-3 of a larger pattern,
the action to follow should not retrace more than 61.8% of the Impulse wave.

If retracement of the previous Impulse pauern exceeds 61.8% and the previous Impulse pattern is
wave-1 of the next larger Degree, expect a complex (relative to wave-1) time consuming 2nd-wave
correction to develop which contains a c-wave Failure. If the Impulse pattem finalized was wave-3 of
the next larger pattern and wave-3 was retraced close to or slightly more than 61.8% by wave-4, expect
a 5th wave Failure to occur. If the 4th-wave recovers from the severe retracement of wave-3 and it
concludes at a 61.8% retracement of wave-3 (or less), a Sth wave Extension is a possibility if wave-4 is
more complex and time consuming than wave-2 and wave-3 is not more than 261.8% of wave-1.

- mdannen uaazafuves Impulse wave ufa hinasiAa Completely Retraced sosnfmmeniy snfunauiuesih
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1st Wave Extension

In an Impulse pattern with a 1st Wave Extension, the action to follow should definitely retrace to the
termination of wave-4 (within the recently completed Impulsion). If the Impulsion completed wave-
(1) or wave-(5) of a larger Impulse wave, the market should fall into (or beyond) the price zone for wave-
2 of the previous Impulsion.
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3rd Wave Extension

If the 3rd wave extends within an Impulse wave, the reaction should at least return to the 4th wave
zone (anywhere from the highest to lowest price of that zone) of the recent Impulse wave. If the entire
Impulse pattern (with the 3rd wave Extension) completes wave-(5) of a larger pattern, the whole Impulse
wave should be retraced more than 61.8%. If the entire Impulse completes wave-(1) or wave-(3) of a
larger Impulse, the pattern (with the 3rd wave Extension) should be retraced Jess than 61.8%.

- windhyniu 3 fadaw0: Impulse wave dosunds simasil§udiadlifivton wave-4 wss Impulse wave figisriun
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5th Wave Extension

The 5th Wave Extension is the only extended wave which should be consistently retraced more than
61.8% by the next wave of the same Degree nc matter what part of a larger scale the 5th wave is. A 5th
wave Extension should not be completely retraced by the next move of the same Degree unless the 5th
wave concluded wave-c of a Correction. A 5th Extension is one of the few patterns which is not likely
to be completely retraced by even the next move of one higher Degree.

- wdmneu 51 wave Extension udh nmansssfesliudias es1072061.8% vesnnusawave-5 Sadaiy
Tai sz laAud e

- 5% wave- Extension s luamifia Compietely Retraced Tesaiuiinglussdu Degree meanu Wi
119eminefy wave-a va4 correction fsuifaty ) safum 5™ wave extension s 9xfhs C-Wave vaq
Correction rmqa
- 5% wave Extension ﬁ;gLﬂugﬂLmuﬁﬁa{ Tubifnun ) 7 hinesiia Completely Retraced &
standard elliott pattern fimusn uia19:4 Degree gant1 1 s=fufian

Terminal

The market zction after a Terminal Impulse must retrace the entire pattern in 50% or less of the time
consumed by the Terminal pattern. Usually, all that is required is 25% of the time (give or take a few
percentage points). A Terminal pattern always completesa larger formation and the high or low it creates
should hold for approximately twice the time period (or more) covered by the Terminal, If the Terminal
isthe 5th wave of an Impulse pattern, usually the larger Impulsz pattern will also be completely retraced.
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Advanced Progress Label

Advanced Progress Label
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Trending
e

Wave-1 Extended

The move that follows Extended wave-1 (wave-2) cannot retrace much more than 38.2% of wave-
1. Wave-2 will not likely be a Zigzag pattern. If you do see a Zigzag form after the 1st wave Extension,
most likely it will be the completion of only wave-a of a larger Flat correction for wave-2. Wave-2 cannot
be a Running correction. Wave-5 must be the shortest of the three thrust waves (1,3,5). Probabilities
greatly favor that wave-2 will be more complex and time-consuming than wave-4 and it is likely that it
will be the most complex and time consuming pattern in the entire series (1-5). If the pattem is above
polywave development, the probabilities greatly favor that wave- 1 will be the subdivided wave (the most
complex of the taree thrust segments). If wave-1 is not the subdivided pattern, then it must be wave-3.
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Wave-1 Non-extended

Wave-2 can retrace as much as 99% of wave-1. If it does, and wave-1 is a polywave or higher, the
2-wave will subdivide into an a-b-c¢ affair in which the c-wave will fail (the 2-wave may subdivide
whether the 1st wave does or not).

If you are witnessing the first wave-1 develop after a prolonged advance or decline, there are no
specific price level requirements for the termination of wave-1. Ifitis wave-1 of alarger 3rd or Sth wave,
then wave-1 should approach (and preferably exceed) the termination point of the last Impulse wav: of
one larger degree. The 3rd wave must be longer than wave-1. If the pattemn is above Complexity level
1, the third or fifth wave will be the subdivided segment, nof wave-1. This is not toimply wave-1 will
not subdivide, it just means it will not be the subdivided wave of the group. In other words, wave-3 or

5 will be more subdivided.
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Wave-2

If wave-1 turns out to be (or is believed to be) the longest wave in the sequence, the second wave
cannot retrace much more than 38.2% of the first wave. If the first waveis not the longest wave, the lowest
point of wave-2 can retrace as much as 99% of wave-1. If wave-1 isa polywave or higher, the 2-wave
must subdivide into a polywave or higher pattern. If the 2-wave subdivides and wave-a (in wave-2)
retraces more than 61.8% of wave-1, the entire correction will inevitably turn out to be a Double Failure
or a C-Failure, with the C-failure occurring at a point 61.8% or less of wave-1.
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Wave-3 Extended

This is the most likely wave in a sequence to extend. If wave-(3) is also the subdivided wave, the
strongest tendency is for the 3rd wave of wave-(3) to also extend. To get a 3rd wave extension
immediately after wave-2 completes, without forming a smaller 2nd wave on the same chart, the 2nd
wave should be of Power level 1 (+or-) or higher. If the 3rd wave is a polywave, consecutively smaller
2nd-waves (before the explosive “3 of 3" move) will be similar in construction. Under those specific
conditions, it is mandatory that the smaller 2-waves take less time, less price and retrace less (as a
percentage of wave-1) than the larger 2-waves. Also, the larger 0-2 trendline should not be brokea by
the smaller 2-wave comrection. Always be aware that wave-5 can Fail if the 3rd wave extends.

- aftu 3 dnssnunifuaduninantsfad tosiige uasdnia subdivide &e 3uhliadu 3 duafuiinanga

- s inzuemiteuihiady3 fadvu iesuni 2 ﬁuuﬂsafuﬁ’qé'u sdesfimyand adumesnou ki aasi Power
Level ganmFennnul vl ( Afu2 Fdudeunasldanmnn ssugasiinsaeaumauiasufinmalnl)

- winadu 3 dlu Polywave ( ss=usadiuadugosmeludy segments #13918) adugon 2 voqadu 3 Tadaiuns
sdvnadin unzretrace adu 1 desvosntu 3 Tada luulofifudintos nih aftu 2 Tngj Retrace afiu 1 Tngiismiandas
waseinsuatu 2 gosuds arsiia afu 3 desnisuuse uazidlillnanige ( afu 3 doul afu 3 Tuafada ) auuiud

- % 0-2 Trendline Hmnananidudu ves Impulse Pattern i hinasda duladninils vesaiu 2 doa vosiu 3
Sada da  windaumaed AR 2 ’lmﬁu aredalusy wisia

- Whsfnediauen dleiia Aty 3 Bada Tu TTemadiexiia 5 wave failure ausnld fouss i



Wave-3 Non-extended

When wave-3 is not the longest of the three thrust waves, either wave-1 or wave-5 will be shorter
in price than wave-3. If wave-3 is shorter than wave- 1, then wave- 1 will be the extended wave and wave-
5 will be shorter than wave-3. If wave-5 extended, wave-1 would be shorter than wave-3. When thefirst
wave extends, wave-3 should complete no further away than 61.8% above (or below if the market is
trending down) from the end of wave-1.
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( External Relationships)

Wave-4

If the 5th wave extends, wave-4 should be more complex, time-consuming, and possibly of one
greater complexity level than wave-2. If wave-1 extends, wave-4 should be simpler in price, time and
structure than wave-2. If the fifth wave extends, wave-4 should retrace a greater percentage of wave-
3 than wave-2 does of wave-1. Frequently wave-4 will retrace as much as 50-61.8% of wave-3 when
the Sth wave is the extension. Ifthe fifth wave fails in the Impulse sequence, the fourth wave should be
the most complex pattern and should retrace more than 38.2% of wave-3 (as much as 61.8% is allowable).
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Wave-5 Extended

Wave-5 should be at least equal to the price distance from the beginning of wave-1 (point “0")
through the end of wave-3 addedto the end of wave-4. The maximum length of the 5th extension should
nct exceed 261.8% of the length from “0” to the end of wave-3 added to the end of wave-3. When
considering waves-2 and 4, wave-4 should take the greatest amount of price/time and have the most
complex structure. Wave-1 should progress at the sharpest angle with wave-3 following closely behind
and wave-5 possessing the slowest rate of acceleration. A 5th wave extension cannot be completely
recraced unless it is the c-wave of a correction pr is the end of a larger Sth wave Extension.

; G G = - ; 2 ; i 2 w
- a5 Sad Astianuen sdalos Ny ATwie vesaisudL adun 1 8s weduge wenau3 diedunnseaugeanaun 4
( Internal Relationships)
4 & e & a4 = e o \ 3 ,
- anwen vawndu S Bada fisrfiganeaihll14Re seseruviin 261.8% vesnuma ningaiudu adu 1 Saafuganau 3
T 3 T 1 = =
diadusamingadugaadui 3 1 ( External Relationships )
= o o & e -='¥ 1 & = 1 & = & z = =% ar 5F 5 =
- windinsen wnid@indu D Jadil senun dlewisvizuniwdu 2 duadu 4 du Tuadu 4 eligthundudeunss lhmuasd)
mydivdmemiminnnnythiuing luatu 2
ada P = o ol g = wom < 4
= luns@iie afu 5 adn iy dnwaensiientu 1 sxfevuGi hupesngs ( mnetamsdfudavesnasa Juszsundu 1
= o = & - = A& & oy ra = = s ms o = o e v A e
G ( mngininnadn ) sasnmivsatandy 2 ( suinhiFudeuussinnadn ) uds fandu 3 Aamuinium uavea G,
- 1 A Ko a1 e 0 4.1 1 ar Soela 5 :l
uazyuusavioulunful o afu S Badmiu szaAoeq 3 It udanndinn uagldszaznaumnlumsay
- ndudr afu 5 Gada liaanna Completely Retraced smfi 41 s=dhindiu 5 Sadauss c-wave correction
£ o, e ' FEE, = £
vise (W afu b dadades Tuadu S Tng ndhigadugaves Impulse Pattern

Wave-5 Non-Extended

The 5th wave should be retraced close to 100% or more by the next corrective phase. If wave-1 ex-
tended in the sequence and the sequence concludes wave-(1) or wave-(a) of a larger Degree, the
carrection after wave-5 should drop into the 2nd wave price zone. If the sequence completes wave-(3)
of a larger Degree, the correction after wave-S will probably stop in the fourth wave zone.
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5th Wave Failure

As a general nule, 5th wave Failures are only possible whenthe 3rd wave is the Extended move. The
4th wave should be the most complex of the two corrective phases. Wave-4 should retrace more of wave-
3than wave-2does of wave-1. Almostalways, wave-1 & 5 will be practically identical in price and time.
On fewer occasions, waves 1 & 5 will relate in price and/or time by 61.8%. A 5th wave can Fail in an
Impulse pattern only under one of the following circumstances:

A. If the Impulse pattern (which contains the 5th wave Failure) is itself the 5th wave of a larger
Impulse pattern (see Figure 11-1).
B. If the Impulse pattern (containing the Failure) is the c-wave of one (and only one) larger
Degree (see Figure 11-2).
C. Under extremely rare circumstances you might see a larger 3rd wave experience a smaller
5th wave Failure. For this to take place, the market would need to be forming a top or bottom
that is very significant. “Significant” is, of course, a relative term. In this situation it would mean a
Multiwave pattem, or preferably higher. If you witness an event such as this, the larger 5th Wave will
also have to Fail, and it must Fail even further away from a high or low than the wave-5 Failure within
the 3rd wave. To have wave-5 Fail at the end of a larger 3rd wave would indicate exceptional counter
trend power. After such an event, a long-term top or bottom should be in place. Note: Even though it
cannot be absolutely ruled owt, the author has never seen a Sth wave Failure at the end of a larger 3rd
wave. Through logical deduction and a long-term familiarity with wave behavior, i is reasonable to
assume that the conclusions above are valid for such a situation.

- Tagralal ssmu 5T wave Failure 18lunsd Aiflundu 3 Sadaniniy Jenduii 4 dne: Retrace adu3 mnnuasFudeu
a1 uaslfamannndiiatuniuh 2 waegthim afu 1 une 5 dneemiiowdts hudnmuazmie na nieenihidaduy
fu mudaa 61.8% .
- e adu 5 dumadld aensdee s Aot Gluadid 5 gaevas Impulse pattern

: fhyafiu 5 dos ves c-wave

matna 5 wave failure ves afiu 5 deoa lu afiu (5)ngdad
lunpsan simazdanliudiadhlsshadeanuina gy (4 ) T
ol o

\

Wave-c is composed of
an Impulse wave with a
5th wave Failure, For
this reason, wave-C
completesbelow its own
highest price level.

msna 5™ wave failure va: C-wave lunsatinmezdealiudie:
T B dlussadien



Advanced Fibonacci Relationships .
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Advanced Fibonacci Relationships

AMsmnnudEniusasiniaaiu dredas Fibonacci

Internal Relationships

Lengthiof wave-

Purtial overlap of the two scparate
Length of wave-a is price ranges of wave-a and wave-C

compared 0 wave-c

druh overlap fu fhiamueives wave-b

The direct comparison of the
- 1.00| length of wavs-a o wave-
mwff u shows the smaller scgment is
relates 1o "b" by a | 618 61.8% of the &
ratio of 618 (61.8%). ;

3rd Wave Extension
There are no reliable External relationships within 3rd wave Extension patterns. Why? The market
turning points are too close or too far away to relate by common Fibonacci ratios (see Figure 12-39).

5th wave
too Close

K

3rd wave 100
Far A

Original Meas- 1.618

o



5 th wave Extension

The Sth-wave Exiension coald
have been as shortas 100% of 0-3or
161.8% of wave-3, whicheveristhe
lessor of the two. The maximam
length of wave-5 would be 261 8%

1618 ol ©-3)

Wave-3
1.618

1.00
(0-3)

Wave 2 & Wave 4 Relationships

5
Price covered by
5 Wave-4 = 1.00
¥ Price covered by
4 Waved =618
]— Pnce covered by
2 Wave.2 = 1.00 )
Price covered by
Wave-2= 618
compared 10 Wave-4

Wave-4 gould have
been 38.2% of Wave-2,
but 61.8% is more likely

Diagram A Diagram B



Wave-C in Zigzag

Diagram A —
a 1.00 Wave-a and wave-c are equal ir this
— Zigzag: a very COMmon arrangenest.
1.00 —
b
Diagram B c
P a
618 If wave-¢ were shoner than 61.8% of wave-
a, the Zigzag would likely be part of a Tri-
1.00 = angle. NOTE: You will hardly cver see a
b Zigzag with a c-wave shorter than 61.8% of

wave-a.

Wave-C in Flat-1

Il wave~c is more than 138.2%
of wave-a, the markel is
creating an Elongated Flat.

1.382

b
1.00 - The most common rela-
=100 tionship betwesn wave-a
and wave-c of a Flat,
a c



Wave-C in Flat -2

b
Diagram A 1.00 ] -
C
a \

The c-wave failure
indicaies strength in the
opposile direction.

b
Diagram B 1.00 \/\ 618

siuwuy c-Failure 1 (fiaau wave-c ud1 snadasieiuusawiniu

Wave- C in Flat -3
Diagram A

For wave-c 10 be only 38.2% of wave-a, wave-b can be
no higher than the top of wave-a. If the b-wave is larger
than wave-a, the 38.2% of the rally from wave-a's low
would all be part of wave-b, not the eniire correction.

- B
:l 382
1.00 C
i a

This would be called a "severe” c-wave Failure. It must
produce a rather quick move after wave-c completes.




Wave —C in Flat -4

Diagram B

81% of Wave-a

T

1.0 ] 382

=

Severe C-wave failure; a
a  strong move should follow.

Diagram C
The b-wave must retrace
i at least 61.8% of wave-a.

b
1.00 j.as:a This pattern is a
c

s Severe c-wave failure,
healthy move to follow.



External Fibonacci Relationships
dunsiaanueiaiu ‘imﬂunmnamﬁuam 2a9uAarAdY azfinumIuanEIA LU
Internal WinAu AuEIUAY wave i overlap Au

External Relationships

Notice how cach
price distance is
mningﬁrmﬂu

Nor-averlapping
rnmrrl\ai point

ol . |

or 1.004

o 1.618

All measwrements are sub-
tracted from the énd of wave-a

A mowe by wave-c beyond
this level woald signal the
Zigragis part of a Trangle.



External Relationships — 15t wave Extension

Termination of entire

3rd Wave Extension
There are no reliable External relationships within 3rd wave Extension patterns. Why? The merket
turning points are too close or too far away to relate by common Fibonacci ratios (see Figure 12-39).

5th wave
too Close

i
3rd wave o
an\w\

Original Meas- 1.618

urement Value \
"I



External Relationships - 5t wave extension 1

1.00

1618

Diagram A

External Relationships — 5t Wave Extension 2

Least likely possibility

ird ._5?!& Indication of major wp

1.618

2618



External Relationships - Corrections

“Waterfall
ZigZag 100 Effect”

take the eatire kength of the
first zigmag and subract
61.8% Lrom this low

518

the initial amount
and subiract that
from thispewbw, = — === c




Channeling

Channeling

-Trendline (0-2, 2-4 ,0-B Trendline )

- Vahanapdugaaes wave 2 uaz wave 4 fignfiadlunisiusiue e aa

- anunsnBuentlanialunisifisgluuy Terminal pattern T wave 3 15

- Mrusnlenianisifisguuy triangle 15

>
- Mpsoage uuartiudi nsduantes wave 5 diauadaizae bl

e Uptum m
~s——— Trendline touchpoint, the
(2 assumed end of Wave-2

110!!

msgamugavas wave 2 lasld Channeling

Assumed start of Wave-3

0]

Second declining phass
c
@)

Diagram C
Relabled 1

Wave-a  Mew wave-2

Incorrect Labeling

The break of the “0™- (2)
trendline before wave-{3)
was complete indicales
the advance was really
cormrective.  The advance
could not have been wave-
(3) after an Impulsive

wave-{1) \

(1}

)

Both downward comective pattemns
e similar, cereating o lack of aliema-
ton between waves-2 & 4. Therefore,
(3 INErPeciation i inappropaite.




mingaduga wave-4

Continucus revision of a 2-4 trendline
frequently implies Triangular development

Price zone
for Wave 2

This j§ quick and violent enougy =
Poions P tres ] Wave 5 suuda

Above Wave-3

0 indicate the last swvzdeaylu Wave 4




5 th Wave Failure

Below the high of Wave-3
waufa Complete retracement sa: Impulse pattern asumti w=fusi adu 5 Suvan

Complete retracement of the last im-
puke pattern “of one lirger degree™
withir a time period kss than that
taken by the Impulse patiern proved
the existence of the Sth wave failure.

From herethe market gould Sounce and recover
to nearthe highs, but should not make a move
above e Sth wave failure for at least double the

period of the whole previoss Impulse patiern
(i.c., waves 1-5).

< . S ] v ] & R
ndindSudannauis snduduuss Wave 1 ss: Impulse pattern sswniiudy assenil naiswisodfudauly
nadsui WaVe S duwss 1alnd udizdedddnaisthaiondu 2 siwsinaild lumsida Impulse pattern firsn

mima Triangle in Wave-B




(a)

Begins o advande, 50 you
draw in the (-B rerdline

The price behavior
cepicted on this page is
typical of that demon-
strated by triangles.




This "market-cstablished™ trendline
e W38 broken as if it did not exist and
was of no particular importance, a
sign of tiangular foemation.

* Puints the market price action
created which *made” the trendlne.,

Itwave Extension Channeling

Channeling 1st Exfensions

The contraction of the trendlines is a
common feature of 18l wave extensions.




3 wave Extension Channeling

Channeling 3rd Extensions

5% wave Extension Channeling

=5

Sth Extension Impulse
Trpecal

The Sth wave shoald stoy bebow
the rendlne, The“megaphone™
shapeof the chamneling is vypscal
of 8 Sith wave outonsion

Double Extension Impulse
Extremely Bare (neardy impossibie)

In & Double Exmnzion. the Stk
wave will normally break above
the 1-3 mrendline. The reason this s
called & Double Exténsson is that
the 3red wave i more than 161 8%
of wove-1 and the Sth wave s more
than 161 8% of wave-3,




Channeling in Corrective patterns - Flat

7 {1 limse
,ﬂ/\ / Common IV\ Elongated
! vl .o line f! /

3. 4.
b /
7 b7 -
J/\F/\’ C-Failure ;\/\{f B-Failure
c £
j’f 2 J,' a ¢
/ /
!
5, 6. B !
b 4 4
! Rare Double / ! I i
J,"' ;; ;¢ Failure / / rreR
/I a -
f! 2 / €
{
!
!
/
/
1.
.
A\
¥ -
/ c Irregular Failure Runmag
a
!
/

/



Channeling 1n Corrective patterns — Flat 2

3. Double Failure 6. Irregular




Implication of Correction Pattern

The slightly shorter b-wave (in relation to
wave-a) indicates temporary market weakness

Double Failure

Wave-c's ability to stay comfortably clear of the
opposing trendline indicates the weakness ini-
tially created by wave-b has been neutralized

= = ' ] -

siuwu Flat-Double Failure : mis# wave-b luaunsetulimilssasuduwes wave-a 18 urasdanii: weak
S - = 2ok . B &=

wsiaa1e uaniuivdiamesawave-c naulselyida trendline s =31 w1 szamansounsvsswave-b 1y

gn neutralized Tuds (mssfiussivhld wave-c Tsfasnan)

'.I'hg new high for wave-b Based on the length of wave-b in relation to
undlcases.ﬁfepowq‘ofmc wave-a, the market is in a strong position;
uptrend is improving. the next advance should be larger than the

advance immediately before wave-a.

Irregular
Failure

The intial strength implied by the b-waves
new high has been negated by the signifi-

cant break of the opposing trendline
The touching of the opposing trendline by
wave-c does not negate any strength indicated
1 by wave-b, but it does indicate this correction
, may be followed by an x-wave, making the
Wave-b ity ilganneaiduduues wave-a sl entire correction only part of a larger Complex

formation. This concept is explained in further
detail under the Zigzag heading

I

. Ea g
Wave-c aanuaz Trendline a5 afufionan 328y X-wave
& A = = < i =
Faazmouldiadluziuuy Complex Correction flwstiusslusn

azamanuiays ustie wave-c aundatrendline
2 b = = . o
92911 Witlogz nmudanssduesamagyde 11



This is as powerful as

the b-wave ina Standard - ,
correction can get. The / gl Running Correction i]zﬂugﬂu‘wﬁlﬁuiaﬂ'w;.ﬂﬁqaiu
move to follow this pat- / siuun Stand ard Correction wald winvwugduusi s

tern sheuld be much / manize A ﬂgu%ﬁﬂmumﬁﬁaw Running Correction IEF T
bigger than wave-b and / s19n1 Wave-b & ashadon 161.8% u'ls

at least 161.8% of the
move immediaicly be-
fore wave-a.

Running

Wave-C continues 10

, promote the thesis ?f A9TET7 Wave-c aasazdosmant 61.8% sea wave-a

/ a powerful trend in uaminenhifs o108 149 wave-b sty
effect. Itis important
the c-wave achieve a
price relation 1o
wave-a of at least
61.8%: if it is much
less than that, the b-
wave is probably nt
complete.

‘When wave-b concludes at the same

high as wave-a it indicates a relatively
neutral market environmeal. But, if
wave-b s also very similar in time m\ »
i b The extraodinarily long c-wave
wave-a, an elongated c-wave may occur. i i the rirket B peciing
Elongated / weak and that the c-wave will
/ probably not bz retraced com-
/ a ! petely by the next wave of the
/ , same degree. An elongated
pattern also implies the market
/ is forming a Triangle.

= [ = 4 = 4
Elongated Flat : snnwave-b smaniy wave-a ussldawhgi wave-c fifstusinihs sl
Elongated 714 fie avwea wave-C iz 7 161.8% a0 wave-a msi wave-C tarmsnnnnmiilng sxfiaun
ﬁmmﬂw siuuu elongated i uum aduap il limmnse Retrace asmen wave-c ( luss=dy Degree Py ) 14

viua e ‘sﬂgmu Eiongated 11@mmau’J’mmmﬂlmmﬂuumﬁu Triangle e elongated flat Sursdhidauusn
yas triangle Tesifaty



Channeling in Corrective patterns

walumsiudumssu Correction —Zigzag

Diagram C
Diagram-C azuend1 wave-c famunz
= E4 g e .

Lower trendline shumzdlafinng urss
was Complex correction wave siaz
wane lal

When the Zigzag wuches the rencline, it in-

dicates 1 will be part of a more complex coe-

rection. The rally 1o immediately follow the

zigrag will be.an x if it does bot

the Zigzag more than 61.8%,

Breaks below
lower rendline

— 1.00

wd11n sz trendline dusisios
e o %
¢ udafimsduda lalare 61.8% 18

Trendline and Triangle formation

(a)

Beging o sdvance, 50 you
draw in the 0-B rendline

®"

‘The price behavior

cepicted on this page is
typical of that demon-

Label du x-wave uau

s i# Trendline lunawasusaleamamana Triangle
= .
lmsgein nisda Trendline False Break 2 ass




Trendline Touch points In Triangle

Most Common

msl¥ Trendline touch Points 1u Triangles siem
Breakout B-D Trendline

agram B

¥
/ Triangle s=Aasfigadurioud 4 gamniu =2 99
"
Tuinnnamsedeaniml
Rare

When broken it signals the
completion of the triangle

Missing Wave ------ Glenn Neely fimuidiadn aduwnvaduarafizunadnuinvinlvaiagn
agztae'ld wArvinlvasiueduiawainlille

Missing Wave

Missing waves occur only on a polywave scale, not multiwave or higher. They are possible in
Impulsive polywaves, but are more corimon in Non-Standard complex, corrective polywaves. Standard
Elliott corrections cannot contain “Missing Waves.” Waves will occasionally be missing in a formation
when the market is preparing to make a significant change in trend.

Correct
Actal Count

¢} x-———————— The x-wave is
b invisible due to
its simplicity




Missing Wave 2

Lack of altemation be-
tweenwaves 2 & 4. The
gnly carly clue that this
1s comecive behavior,

Triple Combination
Actual ccunt

The lack ol y bmepud sive criserin ind

the pabiém fasl be comective. Each of the X-
waves in diagram B should be tenmed 2 “missing
wave” since there is no visible subd viion for the
Comsbinations are the taly cormective formations
wahich closely mimic Impulsive behavior. So.if
a pattern “looks™ Impulsive, bu, docs not meet
important impulsive parameicrs, the paticm mos:
be & Complex comection involving X-waves,

The Triangle is the cloe that this
ptterm may be incorrecily labeled.
It has an gacessively boag a-wave

This same pattern might
be mistsken for a
T Coniings

Correct
Actual Coumt

b
The x-wave is in-
visible due o is
implicity
c-. x
b 4
/
/
a /
/
c

Missing Wave 3



Missing Wave 4

Incorrect
Interpretation

fusu Lsaamsmamsnmummmuau unsiuAdu Luaamnﬂauuummmatuaonum Graafu
nsTiavidanudnaiwiuncantiu Afdzahmiiaudu deilda

Lmuu”miuwmmumammﬂu Important Low ra Important High Gﬁonﬂaammam
mmmnmmumummﬂmsaanamum"l,ﬂsvmmuoum Taalildaaisrgatuiiuandugu
aasndulni warAang Aa1sandin Adusnanansngatu uuuanwm%ﬂu“l,ﬂmunawaoms

vilu Impulsion w3ali  gadativuzAsu

[Each change in price direction on the chart has
been identified with a dot. The dots mark the be-
ginning and ending points of each monowave.
These extremes are subject to revision if any of
the price action comes under the jurisdiction of
the Rule of Neutrality (covered shortly). Once
the Rule is considered - and applied where appro-
priate - the position of the dots becomes final ]

"Important” low




Endorhizuuzindali mark an6113 S msulidoinausias segment 1a9 Monowaves MiAndu
ldBaag wdigirgduuududlu Impulsion wia Correction  wenenuldmIugINAUFIUTULLL
gadusazuuuINaduayy aunnzsduunlaudy Aldgluuududundnlunismgduuuiag
anaaztineialy Taalidmuiiaa Advanced Progress Label Tu #93 tNawsduuusald

3l Advanced Progress Label U i5diavainnsafiiuanduilaqiulauarinvasiiz,
atnaduluy Was Anuaudl vginatiasluuuadulasaldliadniinsuasiidnm oy
aea'ls glaNvunugNAaILasLnuNERY

shinuad AaLAnG Wiiviavduss Wughintdaanaay
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