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Thisweek has produced the more encouraging outcome we were hoping for. On
Monday, both S& P 500 (below and p. 2) and FTSE 100 (p. 4) completed classic
ab-c corrective patterns, where the a and ¢ waves were approximately equal, and
which held near the 50% retracement level of the March rally. Sincethoserally
patterns were more like 5-wave advances than bearish a-b-c’s, Elliott analysis tell
us that the intermediate trend is now upwards, so long as Monday’s lows at 843.71
and 3,581 hold. Because cycle trends have turned upwards, and this week was
scheduled for important lows, we are now expecting at least one more 5-wave
advance (hopefully two), so those lows should hold.

Wednesday’ s action was important for two reasons. In both indices, a vertical
third-wave type move occurred soon after the open, and thisis atypical of arally in
acontinuing downtrend. Secondly, the S& P exceeded 880, removing the spectre
of the nine-day Head-and-Shoulders top above 858.

The target in FTSE 100 is more obvious than the S& P. The Diagonal Triangle
count is now preferred, and the move should carry to its commencement point at
4,466 last August. Note also that if thisnext leg is 1.382 times the March raly,
that would target 4,414.

Because we are |less certain of the S& P’ s pattern, targets are more widespread.
We will be happier once the S& P accelerates up through 904 removing the
Triangle count shown on the bottom of p. 2. Thereafter, the resistance in the 954-
965 range isthe next focus. At 971, the index will have retraced 50% of the
2002 decline, and at 975 the post-March rally will equal the Q4 2002 rally. At
iorA oo 1,018 a 61.8% retracement of
900 5 2002’ s decline will occur, and
1,068 is a 38.2% retracement of the
3 Q b entire 2000-2003 decline. All of
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S&P 500 - SHORTER INDICATORS
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FTSE 100 - SHORTER INDICATORS
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FRANCE - SHORTER INDICATORS
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GERMANY - SHORTER INDICATORS
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TOPIX - SHORT-TERM INDICATORS
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1100 The action of the past

month conforms to our
previous expectation of
an imminent important
intermediate top.

The highsfell short of
ideal levels, but the
momentum signals
confirmed the mid-
March break.

An a-b-c decline should
now occur, and there
are two targets near to
each other:

4= ,382x3@1.003
c=1.618x a@ 1.005.

Thisisalsointhe“area
of the previous fourth
wave’ - anatural target
after the completion of
a 5-wave advance.

If equities do recover
strongly into aMay
high, it would not be
surprising to see the
Dollar strengthen
during that period.
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STERLING/EURO
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Dollar/Yen
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The oversold rally was
capped at 122 asindicated,
but ...

The momentum
improvement warns that
wave b of D may not be
complete. Isit forming a
larger sideways pattern?
We need to see more
action.

After 122, the 125-126 area
isthe next resistance,
including the 50%
retracement level of the
2002 downtrend. The
medium-term indicators
remain very overbought.

Our long-term scenario
remains that the Dollar is
forming alarge Triangle,
which began at the 1995
low.

The current downswing
should take it to the 107-
108 areain an a-b-c
pattern, based on:

D
c

.618x B @ 108
a @ 107
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STERLING/DOLLAR
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