
 

 

1 | P a g e  
 

Executive Summary 

After topping 1p above our ideal SPX2100-2110 target zone, the market dropped 30p. Another garden variety 

correction, as this would then be the 5th 30p correction since the SPX1891 low, or something more bearish? As you 

know we track 3 counts: 

 Impulse up (red intermediate i,ii; green minor 1,2; gray minute i-v, green minor 3,4; with 5 completed): 40% 

 Impulse up (red intermediate i,ii,iii,iv,v; with black 1 completed): 30% 

 Corrective up (red intermediate a,b, gray a,b, green a,b, orange a,b,c, with black b completed): 30% 

and to play devil’s advocate we have moved the “wave iii of 1 at SPX2111” count up to the top. Why? It provides for 

the safest, most conservative way to trade this market. It’s where iii=1.618x i, from ii (typical for a 3rd wave), but also 

where c=1.618x a (typical for a c-wave). A 38.2% retrace is in both case quite common from which a larger bounce 

or new uptrend highs materialize. This would target SPX2030-2040; heavy S/R. 

 

The weekly charts show price stalled right at upper resistance in place over the past 2 years (on a weekly closing 

basis), and stalled right at upper resistance on a “daily high” basis. The weekly SPX candle sports a buyers 

“exhaustion” candle, and suggests a down week the coming week. The weekly COMPQ chart show negative 

divergence on the RSI5, price stalling at down trendline in place since December last year, and an initial A.I. sell 

signal. A close below $4900 targets $4700 on the NAZ. 

 

Closer to home, we can count 5 non-overlapping waves down on the SPX:  

2111->1995 (1)  2103 (2)  2084 (3)  2092 (4)  2081 (5). This could be wave 1 or a. 

The market then bounced on Friday to SPX2092; it would suffice as a large enough bounce, but it can also continue 

to ~SPX2100 before the next leg down. We need to see a break below SPX2073 to further add to the weight of 

evidence the current wave up off the SPX2034 low has ended. A break below SPX2034 of course all but confirms 

that, but not that the entire move up off the SPX1810 low has ended. For that to happen, price needs to move much 

lower.  
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Elliot wave update 

The hourly chart of the S&P500 in Figure 1 shows the 3 different counts we continue to track, but we switched the 

numbers around a bit to play devils advocate and ensure we remain conservative and protect profits (see also Figure 

2): 

 Impulse up (red intermediate i,ii; green minor 1,2; gray minute i-v, green minor 3,4; with 5 completed): 40% 

 Impulse up (red intermediate i,ii,iii,iv,v; with black 1 completed): 30% 

 Corrective up (red intermediate a,b, gray a,b, green a,b, orange a,b,c, with black b completed): 30% 

Remember, the market is all about possibilities and NEVER has only 1 count opperative; it always keeps its options 

open. What we can see is that price broke first above the upper blue uptrend line, following along the black trendline, 

touched the green trendline, and fell back below both the black and blue lines. These two were first resistance and 

as stated in Thursday’s update a adrop below SPX2092 would signal a first warning shot for the bulls. Price dropped 

well below it to SPX2081 on Friday, only to retest it and close 1p below. The next level we watch is SPX2073 for the 

next clue the current wave up, and possible the entire uptrend has ended. Cont’d next page. 

Figure 1. SPX 60min chart: the 3 different counts we are tracking remain valid. 
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Zooming in, see Figure 2, we can count 5 none-overlapping waves down from the SPX2111 high to the SPX2081 low: 

2111->1995 (1)  2103 (2)  2084 (3)  2092 (4)  2081 (5). This could be wave 1 or a. Since at SPX2084.45 wave 

3 was 1.236x wave 1 (3RD waves can never be the shortest), and at SPX 2092.24 wave 4 equaled wave 2 (7.79p vs 

7.98p); we can be satisfied with 5 waves down. 

Figure 2. SPX 60min chart: last wave up completed?! 

 

However, using our wave tracker (see Table 1 below), we find that the SPX2081.20 low may fit better with a 3rd wave 

extension, (1.382x 1), suggesting we may still be in the initial wave down. But, for now we stick with 5 waves down 

to SPX2081, until proven otherwise. At Friday’s bounce high (SPX2092.51) off the SPX2081.20 low, we then have a 

perfect 38.2% retrace, see table 1, which could satisfy a wave 2/b. However, often these 2/b waves retrace between 

50-61.8%, so we could have only had wave a of 2/b so far. 

Table 1; Ideal wave tracker for the decline from the SPX2111 high 

 

Please note the labels at the SPX2111 high, and the red-boxed “iv?”. In case we’re dealing with a 4th wave we expect 

it to bottom at around SPX2028: It is the 38.2% of the SPX18912111 move, and the 100% extension of the 

SPX18101947 move, measured from SPX1891: perfect 4th wave numbers. This is our conservative analyzes, which 

should keep most on the right side of the trade for the intermediate term going forward.  
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Market update. 

This week, price was unable to remain above the lower blue trend line that connects with the ATH (See also figure 

2). That’s in our opinion significant. However, price remains in the red and black up trend channels. As such the lower 

red and black trend lines are important support going forward. Both are currently at around SPX2078, 2065; 

respectively, and rising. The initial and ideal A.I. sell signal remains and has not yet been confirmed (green vertical 

dotted line on lower TI). Negative divergence on the daily MACD and RSI5 remains, but hasn’t amounted to much 

yet. The red dotted ascending line shows were a potential 4th wave bottom should hit going forward. 

Figure 3. SPX daily TI chart. TIs pointing down, Price above 20d SMA, negative divergence on RSI5 and MACD.   
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The weekly SPX TI line chart (weekly closing prices) shows price closed right at the upper edge of our purple “noise 

zone” box, with upper and lower levels being key resistance and support, respectively. The market has been in this 

zone for almost 2 years now mainly breaking down of it, only to whipsaw right back into it. To exemplify: the net-

advance over the past 2 years has been 12.5%, while the net-advance until February this year was 0%.  Note the 

potential negative divergence on the RSI5 (hence why the small line is dotted, as we need to see it move down by 

close of next week) and note the down sloping 20w and 50w SMA, signaling an intermediate term (weeks to months) 

downtrend, while the long term trends (years 100w to 200w) remains up. The blue box shows the next S/R zone, 

which is better exemplified in Figure 5 –next page- using candle sticks. 

Figure 4. SPX weekly TI line chart: TIs flattening out, stalled at upper end of purple S/R (noise) zone.  

  

 

 

In the meantime, if we look at the weekly COMPQ chart, see insert to the right we do observe confirmed negative 

divergence on the weekly RSI5, an initial weekly A.I. sell signal (all 3 TIs pointing down); and price unable to move 

above the upper blue trend line, of the blue channel it has been in since October last year. A close blow $4900 (Long 

term S/R) will be bearish, and targets $4700 (also S/R and where the 20w SMA will reside next week) for starters. 
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The weekly SPX candle stick chart shows how price stalled right at the upper edge of the blue S/R zone. In doing so, 

the weekly candle shows a wig which is longer than the body of the candle (orange oval). This means sellers are 

taking over as selling pressure (the wig) is larger than the buying pressure (body). The yellow circles show similar 

weekly candles and it doesn’t take much to see what happened to price in the following week(s). As such we do 

expect further downside next week and possible beyond; in line with any of our 3 counts we track.  

Figure 5. SPX weekly candle stick chart: stalled at upper resistance, possible buyer exhaustion candle. 
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Market breadth 

Interestingly, market breadth improved on Friday on the SPXMO, NYMO, and NAMO, but not the NDXMO which is 

now negative. Friday was a weird day regardless as the NAZ and NDX were down, while RUT and NYA were up. Blame 

it on GOOGL and MSFT some would say, but those are only 2 tickers out of the NDX’s 100, and it requires a lot more 

to get negative breadth. We’ll know soon enough who’s wrong and who’s right. 

Adding to Friday’s strangeness is that the CPCE (put/call ratio) dropped from 0.85 “close to a bottom” on Thursday 

to 0.61 “close to a top” levels on Friday. Talk about sentiment swings.  

Figure 6. Market breadth re-emerged, but only slightly positive. CPCE dropped close to “peak imminent levels” 
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Miscellaneous  

Our long term simple moving averages chart (LT-SMA), and Short term (ST-SMA) continue their steady improvements 

week by week as price climbs higher and higher but still neither are in full-blown bullish mode. The ST is now 

80%bullish. The LT chart is still ~50% bearish. That’s all there is to it; still no full blown bullish charts. 

Figure 7. LT-SMA chart remains bearish, but continues  ST-SMA chart continues to improve, almost 

 to improve again this week   100% bullish.  

 

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 bearish, but less and less so. 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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The “Ebola scare” correction 

in 2014 didn’t even register 

on the LT chart! 

Continued improvement 


