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This week 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
a-b-c corrective patterns, where the a and c waves were approximately equal, and
which held near the 50% retracement level of the March rally.  Since those rally
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 this is atypical of a rally in
a continuing 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 this next leg is 1.382 times the March rally,
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 is the 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

1,018 a 61.8% retracement of
2002’s decline will occur, and
1,068 is a 38.2% retracement of the
entire 2000-2003 decline.  All of
these are levels to watch into the
23-28th May Fibonacci target zone.

In % terms, the most promising
configurations are in the CAC and
DAX, as shown on pages 5 and 6.

The indicators for Topix (p. 7) have
returned to neutral and the market
remains constrained by overhead
resistance created in Q4.
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S&P 500
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S&P 500 - SHORTER INDICATORS
INDEX & ADVANCE/DECLINE RATIO

M A M J J A S O N D J F M A
600

700

800

900

1000

1100

1200

0

20

40

60

80

100

120 MOMENTUM

M A M J J A S O N D J F M A
10

50

75

-20

0

15

SOND J FMA MJ J ASOND J FMA
-3000

-2000

-1000

0

1000
1200

-500

0

500

1000

1200

BREADTH INDICATORS(R.H.SC
S O N D J F M A M J J A S O N D J F M A

000'S       

50

200

300
000'S       

0

200
260

VOLUME
5-DAY AVERAGE(R.H.SCALE)

Source: DATASTREAM
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enough for a bullish
Momentum Range
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RUSSELL 1000 GROWTH VS. VALUE
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NASDAQ 100 has recently
produced an encouraging weekly

indicator signal.

- 2.5 broken

+ 2.5 broken

Bull
signal
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The
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Growth relative
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continues
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FTSE 100 - SHORTER INDICATORS
INDEX & ADVANCE/DECLINE RATIO
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FRANCE - SHORTER INDICATORS
INDEX & ADVANCE/DECLINE RATIO
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CAC
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Both the CAC and the DAX retraced .618 of the
March rally.  This is the textbook retracement for

second waves.  If this is a 5-waver, expect to see the
August 2002 high regained by wave v.

Minimum base
pattern target

iii

iii = 1.618 x i

i

ii

Downtrend beginning to
break, but only 10-day

breadth is in an uptrend.

So far, none of the
indicators have broken

through prior bear
market rally highs.

Both the CAC and DAX may
be base-building beneath the
January/February rally peaks.
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GERMANY - SHORTER INDICATORS
DAX & ADVANCE/DECLINE RATIO
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This illustrates how the base and
wave patterns should tie in if an

upside break occurs.

This and the CAC’s minimum pattern
projection worked well

A more decisive trend break,
with potential base pattern

forming, but no real indicator
confirmation.
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breadth expansion
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TOPIX  - SHORT-TERM INDICATORS
INDEX & DECLINE/ADVANCE RATIO
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EQUITY/GILT TOTAL RETURN SWITCH CHART
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Struggling beneath
resistance.  Only daily

breadth has improved so
far.

UK equities have
scope to recover back

to trend resistance
relative to gilts. Pattern and momentum

improvement
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CURRENCY FOCUS

Euro/Dollar

• The action of the past
month conforms to our
previous expectation of
an imminent important
intermediate top.

• The highs fell 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 =   .382 x 3 @ 1.003
c = 1.618 x a @ 1.005.

• This is also in the “area
of the previous fourth
wave” - a natural target
after the completion of
a 5-wave advance.

• If equities do recover
strongly into a May
high, it would not be
surprising to see the
Dollar strengthen
during that period.
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STERLING/EURO
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• Sterling is medium-term
oversold, but the indicators
confirmed on the downside
in typical “third wave”
fashion.

• Normal recovery targets
for wave iv lie in the 1.50-
1.5150 range.

• Wave v of 3 should hit the
1.38-1.40 range, where
there is support from the
1998 low and 3 = 1.618 x1.

Sterling/Euro

EURO/YEN
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• Little change from a
month ago.

• The medium-term
indicators remain very
overbought.

• The majority of the
shorter indicators
confirmed at the recent
peak, so there should
still be new highs to
come for this move.

• Trend resistance
currently lies at 135.

• Our next Fibonacci
target is 133.45 (3 =
1.382 x 1).

Euro/Yen
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• The oversold rally was
capped at 122 as indicated,
but ...

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

• After 122, the 125-126 area
is the 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 a large Triangle,
which began at the 1995
low.

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

D  =   .618 x B @ 108
c   =   a @ 107

Dollar/Yen
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STERLING/DOLLAR
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• A confirmed moving
average buy signal for
Sterling occurred in March.

• Wave count still unclear,
but recent action does look
like an a-b-c correction,
signalling further recovery
potential in Sterling.

• A break of the March low
would turn the pattern into
a 5-wave decline, and tip
the probability towards a
larger corrective phase
having begun.

Sterling/Dollar
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• Not much change from last
month here also.

• Pattern and momentum
deterioration signal that
Sterling's rally is over, and
we continue to target 180,
then 165.

• Only a close above 193
would require a re-
assessment.

Sterling/Yen

A
5

1

2

3

4

b

c

a

i

ii

iii

iv

iv

?
v

or
a
b

c
v



12

MTS - Global Markets Review 4th April 2003

DOLLAR TRADE-WEIGHTED INDEX
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• Further short-term recovery
is likely based on the
bullish momentum
configuration.

• How it acts at the 200-day
m.a. will indicate whether
new lows are to come later
in the year.

BoE Dollar Index
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