Week of Sunday 10-24-10
First before any chart stuff….our “Depth of Understanding” is evolving about how to follow the FLOW of MONEY (money is emotional to people which is the reason for this observational approach)…

Larger degree impulsions…and corrections have different power of the world behind them….our impulsions convey strength of a particular currency…therefore the structure within the structure price movement should be carrying the power of the larger degree. This is our argument for now as we discover what is actually within the larger degree impulsive phases. We are using negative correlations as gauges and confirmation. Ex: EURUSD and USDCHF are correlations, so are the formations telling us this?

Also…what other correlations help us understand the flow of money balancing act going on in the world?   (
How about the S and P?

USDCAD and S and P should have a neg. correlation

Gold and the DXY (USD index) have neg. correlation.

S and P are supposed to have neg. correlation with DXY because as USD value drops, overseas investors find it cheaper to invest in stocks (aka. Securites, aka. Equities markets… ( )
Here are the correlations again.

So we can check EURUSD and USDCHF as negative correlation. (moving opposite)

Wow USDCHF  against AUDUSD which confirms that gold has positive correlation with CHF and AUD.

Here’s one…. USDCAD vs. AUDUSD has high negative correlation.

AUDUSD and the S and P 500 have a very high positive correlation.

NZDUSD high positive correlation to AUDUSD

Positive correlation :  EURUSD and EURJPY





   GBPUSD and EURUSD





   AUDJPY and CHFJPY

Negative correlation : EURGBP and USDCHF

So again COT “Commercial” it net short the EURUSD

http://www.cftc.gov/marketreports/commitmentsoftraders/index.htm

COT reports: EURO futures contracts Commercial

Long: 80,283   Short: 143,118    

 LIBOR-OIS is low compared to July of this year, so we check the EURUSD chart to find if this is reflected…
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Low LIBOR-OIS means credit is decent in Interbank market
(Higher means banks are extra careful with eachother)

Here below we can note the structure series :3 that tell us we have sideways corrective behavior. Triangle? So our question is when is the highest probability location to place a swing trade entry order with a trailing stop using reasonable risk management? We remember to never loosing stops only tighten….what is a reasonable stop limit, and how about limit order?.....In our studies, the intial thrust of the triangle is min. 75%  of the longest leg (which does not have to be wave a….)
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So we start our structure counting at the first :3 waves…the formation shows an

A wave :3, B wave :3(zigzag flat structure within structure)\

Our first A wave starts in opposite direction of trend…
What people think is a false break is actually the beginning of our now triangle… (
To be safe, less than half of wave a so far (the widest, and if triangle then will have to be at this point) 200 pips…..

So we recall our triangle setup…..place parallel line at the termination points of the widest wave…..with entry order in either direction order cancel order with a trailing stop containing a minimal stop loss…as we are Empirically studying (observational) the EURUSD and the negative correlation USDCHF, we will learn about good risk management by how price performs…

As the triangle unfolds, we will know more because the corrective phase (as Prechter says) is clearest upon completion.. (Neely says this too)  (
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O.k. so this is interesting…
COT report for 10-19-10        CHF

Long  9,487     Short  30,720     

So CHF “Commercial” is net short, but the USDCHF just finished a decline…

What will COT (CHF) be at the end of the week?   (
It seems USDCHF is correcting as a wave 2 now….

…while our negative correlation EURUSD is still building strength in a triangle (it seems) preparing for the soon to occur impulsion phase?

Regarding triangles (according to Neely):

1) The termination point of a triangle is a significant price level.

2) Triangles generally move sideways (or slightly up/down) in the same price territory. (new support/resistance)
3) At the end of a triangle is a “state of equilibrium”…some describe this as the buyers and sellers working it out until the new sentiment shows itself following the correction…the relationship between supply (sellers) and demand (buyers) is another way to explain this…

4) We need 4 touch points on our contracting trendlines shon on the EURUSD chart below. (all with :3 structure series) this :3 means 3 waves…as opposed to :5 which is impulsive.
5) Each wave should retrace at least 50% of the previous wave and.

So we start our structure counting at the first :3 waves…the formation shows an

A wave :3, B wave :3(zigzag flat structure within structure)\

Our first A wave starts in opposite direction of trend…
What people think is a false break is actually the beginning of our now triangle… (
To be safe, less than half of wave a so far (the widest, and if triangle then will have to be at this point) 200 pips…..

So we recall our triangle setup…..place parallel line at the termination points of the widest wave…..with entry order in either direction order cancel order with a trailing stop containing a minimal stop loss…as we are Empirically studying (observational) the EURUSD and the negative correlation USDCHF, we will learn about good risk management by how price performs…

As the triangle unfolds, we will know more because the corrective phase (as Prechter says) is clearest upon completion.. (Neely says this too)  (
Elliot said that momentum of price movement slips out of gear during the corrective phase…so we are going to focus on the Larger Degree impulsion phase for setup opportunities and structure within the structure smaller time frame setup studies… (
Here are two charts showing the negative correlation between EURUSD and USDCHF

 Note we now have 2 touch points of the triangle

And EURUSD is creating a new significant price level.  (
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If this formation were a running correction, (corrective phase continuing) Neely said the B wave would be the longest.
Here is USDCHF already in wave 2 corrective phase (Daily)

[image: image5.png]1.1500
1.1000

1.0500

|
mel\MHUM\W‘

1.0000

| AN TN DI P IATIATIN DT ST IR DT DA DT
11/20/2009 0216 03/29 05/07 06/17 07/28 09/07 10/18 11/18 1217

0.9500





USDCHF 4 hour
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