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The indices have continued their descent for most of the past two sessions, and in so doing, they have
accomplished a number of interesting feats. Most apparent is the fact that all indices have moved to
new decline lows, providing absolute confirmation that the larger pullback is still in play as discussed
on Monday. But there is more to recent weakness than just new lows. All indices have now moved
into our Fibonacci target zones that we laid out in June. Not only has price reached these important
zones, but it has also moved to some other important downside levels. For example, at today’s low,
the NDX tagged the exact point where the current down leg is equal in size to the down leg off June’s
high. The SPX came within five points of the same. To be sure, this is an interesting area, especially
since all indices currently sport larger, countetrend three-wave declines off June’s high after price
already confirmed the corrective nature of this pullback on the SPX, NDX, and Nasdaq. All of this
should put us on guard for a reversal in trend to up, since this is a likely spot for a low to occur. We
have key upside levels that are proximate to our current location. Trade above these levels would
confirm that the 4" wave pullback off June’s high has completed and a large 5" wave advance has
begun. We’ll run down all of it tonight, starting with the near-term and moving out from there. Here
we go:
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Off last week’s high, the indices have turned back down and have headed lower with strength. This
renewed weakness has carried all indices below June’s low, effectively establishing new lows for the
pullback that began in mid-June.
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Even the relatively strong NDX has found its way to new lows. Needless to say, this confirms that the
pullback off June’s high is still in play. This weakness may scare some traders, but we know that it’s
just setting up much greater strength ahead.
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Now, all indices sport a larger three-wave decline off June’s high, and it has carried us to a number of
interesting levels. Both the Dow and SPX have now retraced 50% of the 3" wave advance that started
in early April and ended in mid-June. The NDX tagged a perfect 38.2% retracement of the same at
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today’s low. So Fibonacci would NOT have an issue if price puts in a low right in this area. But there’s
more:
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At today’s low, the NDX also perfectly tagged the level where the current down leg (off last week’s
high) is equal in size to the down leg that played out in June.

$SPX (8P 500 Large Cap Index) IND @ StockChartscom
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The SPX came within five points of its own level of equality, while also testing the “4™ of a 3*” low
that was recorded in late May. The Dow came within about 100 points of its own level of equality. All
of these levels are potential support, which make them potential levels for this decline to end. Recall
that price has already given us a number of reasons to think that this pullback is corrective:



SNDX (Masciag 100 Indes) INDE @ StockCharts.com
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This is most apparent on the NDX. The initial down leg in June was a clear three-wave move (as
shown by the green ABC labeling above), and the late June advance carried price back towards
advance highs. All of this gives us a reason to think this decline will prove corrective and give way to a
resumption of the overall uptrend, very possibly right here and now.
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Not only does the near-term pattern tell us to call the move corrective, but the larger pattern favors a
northbound resolution as well. That’s because the most apparent labeling of this big advance dubs the
pullback off June’s high a 4" wave, meaning the big advance still has work to do before it’s done.
Since we now have clear three-wave declines that have carried price to a number of potential support
levels (as detailed above), this seems like a probable area for things to turn back up. Let’s get to the
brass tacks:



SINDU (Do Jores Industrial Average) INDX ® StockCharts.com
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Trade back above 8400 Dow, 910 SPX, and 1460 NDX would confirm that this 4" wave correction
has completed, and in all likelihood, that a big 5" wave advance has begun. We’d expect wave 5 to
carry all indices back above June’s highs and beyond from there.

$SPX (5P 500 Large Cap Inde:x) IND:x @ StockCharts.com
2-Jul-2009 Open 221.90 High 226,20 Low 253.32 Close 879.55 Chg -1.47 (0.17%)»

W $3PR (60 min) 879,56 3
3 Fv B 940
920
400
--------------------- 880
A
4

LJ 800
Ta0

545-890

(X1
o
%3
=1

3% ]

760
H 40
720
700

£20

a 17 23 Mar 8 16 23 0Apr 6 13 20 27 May 11 13 26 Jun 8 15 22 23 Jul & 13 20 7

Meanwhile, keep in mind that price needs to find a low near or above 7975 Dow, 845 SPX, and 1320
NDX for this pullback to continue fitting as a 4™ wave. If price stays below the key upside levels
indicated above and breaks down through these downside levels, we’d have to give much greater
consideration to the possibility that the advance off March’s lows has already completed.
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In terms of the technical indicators, note that the Nasdaq Bullish Percent Index has reversed back
down and is on a new sell signal. This indicator has been subject to notable volatility, reversing a new
buy signal that was in place for only a few days.
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Both the Dow and SPX closed below their 50 and 200-day moving averages today. The NDX and
Nasdaq closed below their 50-dmas, but remain above their 200-dmas. Also note that some daily
indicators, such as Stochastics as shown above, currently sport small positive divergences with price.
This is when price sets a new low for a move while the indicator does not.
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Finally, note that the Put/Call Ratio is on the tise, and is now at its highest level since early March.

That’s what we’re looking at tonight, folks. You can see from the charts above that, while we could see
a bit more near-term weakness, there are a lot of things that can support a low occurring near here,
including a clear price pattern, numerous support levels, and some technical indicator readings. Now,
keep a close eye on price movement from here, since a move above our key levels will indicate that a
big up leg to new advance highs has begun. Have a great evening and we’ll take another critical look
this weekend!

THE DISCLAIMER

All recommendations, commentaries and information provided by Wavespeak.com, should be
researched before making any investment decisions. Wavespeak.com and/or the employees of
Wavespeak.com will not be held responsible for any losses that might occur from the use of the
information provided in our newsletter, market updates, intraday analysis, or any other information
related to Wavespeak.com that might be acted upon by an investor.

Wavespeak.com provides investment information that seeks to save time and money. All information
is provided for informational purposes only. Wavespeak.com does not receive any compensation from
any broker, financial planner, trade house, money manager, or company on which we might provide
investment information.



Wavespeak.com is an information provider only; we cannot control market conditions, liquidity,
market shutdowns, entry and exit prices, Internet shut-downs, or fax and mail delays. All trades and
actual trading decisions are made solely by the individual investor, not by Wavespeak.com. All
investors should only trade with capital that is risk capital that they can afford to lose. If stock and
options trading seems too risky for you, you might want to consider starting with a less aggressive
form of investing, such as the regular mutual fund contributions.

I have read and understand all the above information, and agree to the risks, terms and conditions
outlined in this disclaimer.



