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Executive Summary 

First we would like to take a moment to thank all our members for their continued loyalty and membership. We are 

aware you all have choices and in this world of finance there are many. The fact that most of you have been with us 

from the very beginning tells us we are doing something right. Thanks!  

Second, this weekend update will be a bit different as we will focus on the two counts that are now floating around: 

bear vs bull. Many pundits are pounding their fists on the table for either or and believe in one or the other 

vehemently. Fortunately, we don’t “believe”. Instead, we try to elucidate what the charts tell us and then assign the 

highest probability to one or the other. As such we will provide a detailed side-by-side analyses of both counts, and 

we hope that by the end of this update we all walk away a wiser man/woman.  

Two weeks ago we provided and alternative count –new impulse up- on the SPX/SPY, but the NDX and the NAZ are 

not following along. Neither are the futures (ES), or European markets. In addition, per OEW the US market is in a 

confirmed yearly downtrend and over the past 120yrs it only has happened once that the market after such 

confirmation went into a new bull. Hence, odds certainly do not favor a new bull market. In addition, neither has the 

market made 5 waves up (yet). Until that happens, we can currently not be certain at all a new bull has started. 

Others point to strong market breadth as a sign of the new bull. Indeed breadth has been strong, but now Zweig 

breadth thrust was recorded off the SPX1810 low. The last one happened October 7, 2015. In fact cumulative breadth 

readings are now at extreme topping levels, without the market having made a higher yet.  

BUT, IF it is a new bull then for those who think they missed the boat; please remember this is then only wave 1 up, 

and wave 2 will be the real buying opportunity. IF it is a new bull, we will help you in finding that wave 2 low. No 

worries ;-). BUT, again that are a lot of ifs and major b/primary B is our preferred count. 

Last week we already saw major b top anywhere between SPX2025-2060, with an ideal target of SPX2025-2050. 

Price is right there . Unfortunately our VIX call was wrong, and it is now almost as low as it gets. 

The micro count suggest either 1 or 2 more waves up to complete the current uptrend. SPX2065 could be on tap. A 

break below SPX2022, followed by 2005 will confirm the current uptrend has ended. Support is then at SPX1995. 
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Elliot wave update: 5 vs 3 

Starting with the hourly S&P500 we see in figure 2 the two counts we’ve been carrying since early March: so far 2 

larger waves (red “a/i”, “b/ii”) and 4 smaller waves (green “a/1”, “b/2”, “c/3”, “c/4”). Although this thus looks like a 

subdividing 3rd wave: i, ii, 1, 2, 3, 4; there are still only 3 larger waves up. Hence, we cannot be certain this will 

become 5 larger waves up and can thus not be certain we are dealing with a new impulse/bull. 

Figure 1. SPX hourly chart: Sporting the corrective vs impulse wave for several weeks now.  

 

Once and IF we do get clear 5 larger (red) waves up, we can expect a sizeable pullback for a wave 2, which is the 

ideal buying opportunity for those who feel they missed the boat, as then wave 3 is upon us; the real money maker. 

But for now, that still remains an IF. 
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Since two weeks we already showed using the NDX and NAZ why a 3 wave advance fits better: see figure 2. The NDX 

keeps overlapping and is not sporting an impulse looking wave structure (compare with insert), possible red waves 

i, iv overlapped, and so did possible green waves 1 and 4, (compare with SPX in figure 1). Also the Futures market 

(ES) shows an overlapping wave structure that resembles more of a triangle than Elliot wave channel (compare with 

insert) 

Figure 2. NDX hourly chart: Cannot be an impulse due to overlap. IF green c=3 and d=4, then 3<1 and 5 must be <3… 

Futures market. Find the impulse. Looks more like a diagonal triangle. No clear Elliot Trend Channel 
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Overseas markets such as the German DAX and British FTSE are highly correlated with the US markets (see insert 

Figure 3). When we look at these two European markets we don’t see an impulsive looking wave off the February 

10 low, but rather overlapping. Yes, the internal (green) waves are 5s, but the larger (red) waves (i?, iv?) overlap; 

thus –unless this is a set of nested 1st and 2nd waves (we then need to see a serious blast off next week)- these are 

larger abc’s: corrective. With the aforementioned correlation it is hard to see the US in a bull while Europe is not. 

Figure 3. DAX and FTSE do not look impulsive either. 
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Elliot wave update: SPY update 

As we showed since two weeks ago, and in Figure 1, the SPY can internally be counted as 5 waves up, and continues 

to track well as such a type of wave: price is thus now in minor 5. Last week we set the following price targets SPY 

$203 (reached!), $205 (reached!) and $206; depending on extension of the 5th wave. This translated to SPX2030, 

2050 and 2060. The former two were reached, so we are now looking at the 2060 region. Cont’d below. 

Figure 5. SPY10min. Continues to count well internally as 5-wave advance. Targets: $203, $205, $206 

 

Micro counting the advance since Wednesday; which presented us with 2 leading diagonal triangles in 1 day; it 

doesn’t get any harder than that, we appear to have either finished 4 or 5 waves up. Being conservative, we favor 

the latter. That would then target SPX2060 to SPX2070. A break below SPX 2022 followed by SPX2005 will mean this 

uptrend wave is over. Support is then at SPX1995. 
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Market update. 

On Thursday we wanted to show the SPX chart with the red vertical lines, but decided to wait a day. These red lines 

show what happened in October 2015 once the lower Bollinger Band crossed the lower Ichimoku Cloud level: the 

market topped the next day. So far the SPX put in a similar candle on Friday as back then the day after. But, past 

performance is no guarantee of future results. Price is right at trend line resistance, but all TIs are still pointing up 

wanting to see higher prices. Note, though not shown here, the 78.6% retrace of SPX2135 to SPX1810 is at SPX2065, 

while SPX2064 is the 1.272 extension of wave a. This could be a logical price target given the micro count presented 

in Figure 5. Above that and next resistance is at the blue trend line that connects with the ATH made in May 2015 

(yes it’s been almost a year since the market made new ATHs). 

Figure 6. SPX daily TI chart. Could SPX 2065 be next? 
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Market breadth 

NYMO (McClellan Oscillator of the NYA) ended the 4th straight week firmly positive; more stocks are advancing than 

declining: short term bullish. However, negative divergence continues, and on Friday NYMO didn’t confirm the 

higher price in NYA as it dropped a little bit. Nothing to hang your hat on just and observation. Breadth needs to turn 

negative before significant downside can happen. The Summation Index (SI) of the NYMO (NYSI) is now at 94, and 

over the past 10 years this has only happened during 4 occasions; extraordinary times indeed. Two occasions led to 

marginal higher prices and then larger correction well below the price level at which the 94-NYSI was registered 

(2009 and 2012) before the uptrend resumed, and two occasions (2008, 2009) led to lower lows. Note that the first 

two occasions experienced Zweig Breadth Thrust events prior (April 2009 and October 2011), while the other two 

didn’t. There has been no ZBT during the current 5 week advance. 

Figure 7. NYMO still firmly positive, but didn’t confirm Friday’s higher close. NYSI at extreme overbought levels. 
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Miscellaneous  

Our long term simple moving averages chart (LT-SMA), and Short term (ST-SMA) continue to improve as price climbs 

higher but still neither are in full-blown bullish mode. The ST is now half-bullish at best. The LT chart is still ~75% 

bearish. That’s all there is to it; still no full blown bullish charts. Not even close. 

Figure 9. LT-SMA chart remains bearish, but did improve  ST-SMA chart continues to improve, but still not fully 

 this week     bullish yet. Price stalled at dotted bench mark    

 

Below is how a bullish chart looks likes, everything points up. Price > fastest SMAs > slowest SMAs. That simple. 

 

For easy comparison we added below how a bullish chart for each would look like: price above all SMAs, all SMAs 

pointing up including the benchmark SMA, and all SMAs are above this benchmark SMA. Clearly the current charts 

are still (very) bearish. It doesn’t get any simpler than this. Of course, the charts can change at any moment going 

forward, as charts don’t predict the future. But what they tell us now, and we need to listen to that is that long term 

things are still bearish, short term we’re looking up. That’s all there is to it. 
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This week VIX dropped below the lower trend channel in place since August last year. It thus dropped lower than we 

expected. In fact, VIX is now at levels similar to August and October 2015 levels; both were significant price tops. 

Hence, there is absolutely no fear in this market. But for now VIX is trending down, not up. And that’s all there is to 

it. 

Shown below the VIX-cart is the $CPCE chart (options only put/call ratio; which at extreme readings is a contrarian 

indicator), and it ended on Friday at 0.55 There are now almost only calls in place. Everybody is expecting more 

18upside. These low readings over the past 18 months coincide with market tops both short and long term. The 

green vertical lines show what happened to price once CPCE has another 0.55 or lower reading for the 2nd time in 

an uptrend after an initial spike higher: close to or at peak price levels 

Figure 10. VIX daily chart: at bottom levels, CPCE at peak levels. 
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ALOHA 

Soul, Ph.D. 
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