Trader Education Tutorial

By Steven Griffiths, Dynamic Traders Group, Inc., 12/24/99

ABC Contracting Triangle Corrections

Once a correction begins, our minimum assumption for the pattern of the correction is
aways it will a least take the form of an ABC. Normdly this is a Smple ABC dso
cdled a zigzag where the Wave-C extends past the Price extreme of Wave-A. But
ometimes the correction unfolds in a more complex manner. This week | would like
to look & one of these more complex vaiations the contracting Triangle. This pattern
is mog commonly found in Wave 4's while Wave-2's ae more commonly a smple
ABC.

Mogt corrections terminate & Time and Price dudes 0 our am is to identfy, in
advance, the mog likdy aess in both Time and Price, where we should be
paticularly dert for a change in trend.

(Continued next page)
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Time

As with dl our Time cdculaions, we ae looking for a place where different Time
raionships from different swings and different degrees of swing ae clustering
together in a relatively tight range.

To build up this Time cluser we dat to add one by one some of our Time
reldionships for a Wave C that | went through last week paying paticular attention to
the Wave C = 100% Wave A rdationship. Last week's tutorid may be downloaded
from the Traders Education Archives. Seethelink at the end of thisarticle.

We then continue to add in some of the Time reationships for a Potentid Wave (4),
(as this correction gppears to be meking up pat of a wave 4) agan, keeping things
redly dmple, concentrating on the main Fb ratios. Let's teke a look & a Daly Chart
of the Japanee Yen -

" Dynamic Trader v.3 - (Steve Griffiths Analysis]) - Japanese Yen - [.. [H[=] E3
JAPAMESE YEM 1¥1299 D-D : ﬁﬁ.F‘ﬂNESE YEM IYSE99 D-D |
(3} r1.0000
Daily Japanese Yen
= B 10,9500
o by
Time Cluster is made up of: I + 09600
1. Wave C = 100% Wave A } HP Ji{{dj ]ftr}i* '
2. Wave C = 1.618% Wave B N Tl b L P
3. Wave (4) = 10020 Wave (3) 3 A Cof(4)?
I} 0.9200
' 1-_|=L I I 1 I
) J_'h'I;FFI,'_ B 155ep33  1300OmaT 1000 10,5000
HJ. 5300
Jclz'--l- "L I I I
(1) 1200 T O3 1618
5 TCR 18Maw 10,8600
B
f[fg,ﬂh M Cluster of Times r0.5400
Jﬂh e falling on 10th - 24th
“ f A C 0.5200
[2|] | |
2lul3g 155epad o0 |2-5000
TCR 2o
"Jun "l I.ﬁ.ug ISep "t Mo D

Where a cluster of Time rdaionshipsis arting to unfold:

Wave C = 100% Wave A on the 24™ Nov.
Wave C = 1.618% Wave B on the 19" Nov

Wave (4) = 100% Wave (3) on the 24" Nov

All these are clustering together in a relatively tight range of 19" — 24™ Nov. Hence
this is when we should be particularly dert for this ABC triangle and hence the Wave
(4) correction to complete.
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Pattern

The yen gopears to be tracing out the form of a triangle on your chat, with the
correction compressing into a narower and narower range. This is normdly where
the market is pausng, in a period of indecison, before a new piece of news sends the
market on its way again. These types of corrections may contain ether three (ABC) or
five (ABCDE) waves. In both cases, the termination of the correction & the C or E
wave will normdly terminate a a cuder of Fib retracements of the prior swing and a

Fib dternate Price Projection
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Price
As with our Time cdculations, we look for a place where different Price rdaionships
from different swings are clustering together in arddtively tight range.
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Here we have a duger of Price rdaionships in a reatively tight range of 94.22 to
U3

Wave C = 0.618% Wave A at 24.38 (Alternate Price Projection)
78.6% Ret of Wave B at 94.22 (Retracement of prior swing)
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When Priceand Time Coincide— Change I sl nevitable

This is where the Dynamic Trading approach to the markets gives us the advantage
above dandad Technicd andyss, which usudly only looks a Price Dynamic
Traders know that when Price and Time coincide a maket turn is likdy. From our
andysis we have a Time period of 19" — 24" Nov and a Price Support area of 94.22
to 94.38 to be dert for the potentia termination of this correction.

« Dynamic Trader ¥.3 - [Steve Griffiths Analysig] - Japanese Yen - [... =] E3
JAPAMESE YEM %1299 D-D | ﬁ.':'.F‘F'.NESE YEMN J¥5699 D-D |
F1.0000
(3) J}ff*
The Result 3 B th#ﬂ H1,9500
c 1
} Hi J?f + f%? 11,9600
IR
* #Hb C HJ.9400
3 A 4
ot HDL9200
-I.
Iald 1 L2000
1 ™ a
Jc|:‘JJ;_L ) . Ln.aa00
el Correction terminates
(1) right at our Price and Time
2 coincidence 05600
B
'Ptﬁ;ﬂ N HJ.5400
1A r
tl JJ@‘H A E HO.8200
+ J C '
(2)
"lun "l I.ﬁ.ug ISep "Oet Moy "Dec

As we can see from the chart, the correction erminated right & our Price and Time
coindidence, making a lowv of 9411 on the 19" Nov. When Price and Time
Coincide— Changelslnevitable

We have dozens of practicd trading tutorids archived and avalable free Go to the
Traders Education archive page to download the past tutorids.
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