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Executive Summary 

To sum up 2015: Fake break out, followed by a fake break down, followed by a fake brake out, and followed by a… 

ad infinitum.  This market has been all over the place the past year and especially the past two months.  This battle 

is very frustrating for everyone: shorts are crushed, longs are destroyed. The issue is that the market is trying to 

move out of a Primary degree 4th wave, into the Primary V wave (the weakest wave off all 3 Primary up waves) and 

that causes a lot of issues by itself. Every time we’re confident the market is about to launch, after having given the 

full arsenal of buy-signals, it starts selling causing sell-signals to fire, which are in turn equally fast reversed. As long 

as the market remains in the noise zone of SPX 2070 ± 75 (2135-1995), it can go either way. Neither bulls nor bears 

have won yet. 

For the bulls, SPX 2024 needs to hold (76.4% retrace of SPX 2006-2082) as well as support based on additional 

analyses. If it won’t then we expect major 2 to complete below SPX 1993. If it does hold, then several time-Fib’s 

foretold correctly of a bottom on December 31. But, there’s no reason to turn fully bullish until first SPX 2104, is 

broken.  

 

 

The market is currently in “noise-zone land”. All buy and sell signals are negated 

within days. As such we recommend everybody to stay disciplined, stay patient, 

stay within your means and it will eventually pay off. 
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Elliot wave update: preferred count 

Last week we gave the bullish count 70% odds and the bearish count 30% odds. Due to the price action at the 

beginnig of the past week we upped the bullish count to 85% and the bearish count to 15%, only to see the bulls 

fumble. As such we’re now giving equal weight to both counts, as the market is still in the noise zone and has not 

broken any key-levels either up or down yet.  

Also note that we’ve changed the structure of the bullish count. Namely, since the DOW made a lower low on 

Monday 12/21 compared to Friday 12/18 while the SPX didn’t, we assumed the latter index had a failed 5th wave 

down. For the bull count to remain alive, however, we can count that “failed 5th” as a (minute) wave ii down: SPX 

2005 to SPX 2082: i) 2005-2023, ii) 2023-2006, iii) 2006-2067, iv) 2067-2044, iv) 2044-2082 (Figure 1.) Price is -using 

this count- now in minor 2 targeting the 50-76.4% retarce (SPX 2044-2024). Anything lower and the bearish count 

(Fig 2, next page) will become the preferreed count. 

Figure 1. SPX hourly chart: Major 2 bottomed at SPX 2005 

 

Please note all the false break outs (purple arrows) the market has experienced since the major 1 high. In addition, 

the 76.4% retrace is also where the white ascending trend line resides, which has held any downside in check since 

the September low. This trend line is thus very important. 

  

Connects with late-September low 
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Last week we already mentioned that corrections are very tough to call as they can do whatever they want and add 

on as many corrective waves as the market can muster. In this case, we’re dealing with a complex flat correction, 

where intermediate a, b where simple, but intermediate c turned complex. Regardless of what the beast is called 

exactly, what’s obvious is that since the major 1 high, the price action is overlapping, erratic, up-down, within a 

rather sideways bull-flag pattern: clearly corrective.  

Here we count last week’s high as minute b of minor c, with price now in minute c. Clearly the DOW is making lower 

lows and lower highs, albeit slightly, following the (white) bull flag pattern to the T, and as such we expect minute c 

to close below the low made on Monday 12/21, albeit slightly. Ideally we expect it to tag the lower bull-flag line and 

then take off for Major 3.  

Figure 2. DOW hourly chart. Major 2 ongoing, forming a complex flat correction. 

 

Last week we showed the time-fib relationships for the SPX and the next pair of 8d, 13d Trading interval overlap was 

on December 31. Using the 34d Time-fib interval on the DOW, from its ATH made in May 2015, we can see how the 

market made reasonable important highs at the 3x 34d and 4x 34d intervals, as well as the 13d and 21d intervals 

following the 4x 34d interval (white dotted vertical lines, and purple up arrows, respectively). The next 34 d interval 

is on January 20th. Closer to home, we find that the next Bradley turn date, the first for 2016, is January 5: 

http://bradleysiderograph.com/2016-turn-dates-sp500/ 
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http://investingintelligent.com/2015/12/27/sp500-update-timing-the-markets-lows-and-highs/
http://investingintelligent.com/2015/12/27/sp500-update-timing-the-markets-lows-and-highs/
http://bradleysiderograph.com/2016-turn-dates-sp500/
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SPX update 

Last week we said: “The daily TI chart continues its (frustrating) Ping-Pong match: one week the TIs are pointing up, 

the next week they are pointing down.” Well, we can add another week to this match: the daily TIs are now pointing 

down, and we got our 5th A.I. signal (all none-ideal; dotted lines) in one month. Please note that TIs like the A.I., 

MACD, FSTO etc. work best in trending markets and fail in oscillating markets. On Thursday price closed below all 

the important SMAs and appears to target the 100d SMA at SPX 2024, right in line with the aforementioned 76.4% 

retrace, and the S1 level. Price is still, however, in a short term uptrend as the daily SAR is below price. We’ve draw 

the same white trend line as in Figure 1, but now orange, to show there’s good support at SPX 2024 area (blue arrow) 

Figure 3. SPX Daily TI chart: All TIs are pointing down. Price below all SMAs.  

 

A.I buy/sell indicator 

Green line: buy/long 

Red line: sell/short 

Buy/long Sell/short Buy/long 
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Last week we observed “price found support at the SPX 1995 level and closed back above the 20w SMA, but not the 

50w SMA”. This week, price tried to get above the 50w SMA, but failed. However, it is still above the 20w SMA, but 

appears to target it once more: SPX 2020, which is around the ideal SPX 2024 level. IF next week ends green, we’ll 

get a (none-ideal) A.I. buy signal. Otherwise, what we can observe is a neutral weekly chart, which can go either way. 

Figure 4. SPX weekly TI chart: neutral. 

 

  

A.I buy/sell indicator 

Green line: buy/long 

Red line: sell/short 
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With the month of December under our belt, we can observe that the monthly A.I. is pointing up, while the MACD 

and RSI5 are still pointing down. Price is still above the 20m SMA, which is at SPX 2028 (right around the SPX 2024 

level). The monthly SAR is still above price signal a longer term downtrend. However, all long term SMAs (20w to 

200w) are still pointing up. The monthly Bollinger bands are very tight signaling a large move is coming. Hence, also 

here we conclude the chart is neutral as there are both bullish and bearish signals. 

Figure 5. SPX monthly TI chart: neutral. 

 

  

A.I buy/sell indicator 

Green line: buy/long 

Red line: sell/short 



 

 

7 | P a g e  
 

Market breadth 

Without forewarning, meaning there was no negative divergence and instead breadth confirmed the higher close 

made on Tuesday (green lines), the bears pushed market breadth for the S&P500 negative. Normally such breadth 

confirmation means higher price ahead (See blue lines), but not in the market of the past 2 months… This is another 

sign of the erratic, oscillating nature of the current market. Very hard to foretell or predict. With a negative breadth 

the bears are in charge as more stocks are declining than advancing. Monday may be a whole new story… 

Figure 6. SPXMO snapped to negative without any warning. 
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Buy 
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Miscellaneous 

Albeit all the negativity, VIX was again unable to close above $20 and its 20d SMA. However, it did close above $17.5 

so there’s some “fear” but the aforementioned levels are needed to cause a larger correction. Note that price is 

adhering to the green and red trend lines: short term down, longer term up. As such, volatility may be here to stay 

Figure 7. VIX back above $17.5, but still below its 20d SMA and $20 level 
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