Greetings,
This material is now a little bit dated and I apologize for that. I started typing this up Monday night and tried to finish it before Wednesday, but, got bogged down and finally said to hell with it. The charts are a few days old, but you'll get the general drift. Besides, I don't want this to be construed as any type of recommendation to buy or sell. You must make those decisions on your own. For those that have been with us for awhile, 'somebody' told you about the big picture and told you to look at gold stocks and even told you about a particular gold stock and gave good reasons for buying that stock around $12.00. Well, it never got that low so that same 'somebody' started scaling in at $13.50 and finally completed the second half of their purchase at $15.50. The numbers on the fills have been rounded off to make this easy to follow. Here is 'somebody's' reason for the trade.

ANALYSIS
The risk, at this point, is in the chart pattern. At first glance, the HUI chart pattern (daily) looks like a classic bear flag. That is a dangerous chart pattern, a trap for buyers if the market turns down below the pivot low. Is this a risky time to buy with a potential bear flag? Let's accept a simple fact of life. It's risky whenever you buy. That's what this is all about ... measuring risk to reward. We only buy when we believe there is the potential for a favorable outcome. We only buy when the odds of success appear to be favorable. When using daily charts we have the luxury of time on our side. Yes, we must hold positions overnight, but, we can examine the charts for hours if needed and, after further reflection, adjust our stops or design an efficient hedge strategy. Holding positions overnight, or for several nights is not quite as dangerous today as it was back in the late 1980's.

We now have numerous advantages and safeguards that were not available back then and most important of all ...WE ARE IN CONTROL, NOT SOME BROKER. In the new era of electronic markets you can place a GTC order electronically. You can adjust that order every day if you like and you don't have to worry about your brokers phone line being busy all of the time when you want to sell. This gives you the advantage of control.

A daily chart is like a slow motion video of our two minute ES charts. It seems to take an eternity for anything to actually happen. Quite frankly, it's rather boring most of the time. You keep hoping for that breakout 'POP' and nothing happens. The market seems to crawl at a quarter to half a point. Boring. Sometimes boring is good. You've got the luxury of time to analyze your strategy and adjust your position. You can read a novel, cut the lawn 5 times, go to the beach and still nothing happens! It's very difficult to shift gears from day trading to position trading because nothing seems to happen fast enough.

Back to the gold scenario. I've sent out many e-mails on gold, gold stocks and the 'big picture' in order to provoke some feedback and, hopefully get some creative trading ideas to share with everybody. So far that effort has not proved beneficial. I can't blame you for a lack of interest. Many of you got butchered trading stocks over the last few years and cannot or will not shed the old baggage.  Perhaps this e-mail will sharpen your focus a little and encourage you to explore opportunities you've overlooked or ignored.

I will describe some of the things I've tried to touch upon in the Hotcomm room. Some of the little techniques we use in day trading. Most of these are observational in nature, but, as little pieces of the puzzle, they all fit in at the right time.

Let's start with SUPPORT and RESISTANCE.

Everybody wants to rely on the 'guru', the mystic or magician to tell them in absolute terms where the support and resistance boundaries are. The guru is always going to spell out the play in a manner that fits any scenario. If this, then that, on the other hand if that, then this. No matter what happens the guru will be able to claim victory. The reason people are willing to pay for the guru's wisdom is because the strategy is defined with esoteric terms and much technical 'mumbo jumbo'. It almost sounds mystical. "Prices met the second Fib ratio on a Gann angle convergence while fulfilling an a b c pattern set up from a strong impulse wave earlier on good volume with weak downside momentum on stochastic and rsi". Wow! That really sounds impressive. Don't know what the hell he said but he sure must know his stuff.


 You know just enough about all of the studies mentioned to become intrigued. In a strange way it all makes sense. "If the market goes up from here it means this, if the market goes down from here it means that!" WOW! That sure made my decision easier. So, do I buy or sell at this number? Do you know who would have become a great market guru in this era? Nostradamus. Imagine the following he would have developed over the internet.

There are a few really decent 'guru's' out there. The reason I'm intrigued with Mohans work is because he tells you the conditions needed for the projection to be valid. In other words he teaches you what to look for at each turning point in order to validate the call. To me, that's an honest method because nobody can predict what conditions will be present when the market hits a certain price or price range. If the stars and moon align at a predicted turning point then the call is validated. If not, then you shift to plan B. That's a good way to do it because you, as a trader, LEARN what to focus on at each turning point. Mohan provides all of the elements needed to confirm the call and, indirectly, forces you to LEARN how to read the market. That is a very pragmatic approach and I respect that.

  Now, back to the central question ... where is the support and resistance?

Let's forget about all of the neat tools (toys) we have to play around with for a little bit and start accepting some obvious realities as defined by the market. The market will reveal the support and resistance boundaries ... IF WE ARE PAYING ATTENTION. Paying attention means that we'll have to employ a little of that gray matter between our ears. I realize that in the age of electronic 'shock and awe' ... observing and thinking ... seems a bit out moded, but, let's give it a try just for the heck of it.

What is price support?  It's a price point where the buyers overwhelmed the sellers. "Hey, I'll buy it from you at this price"! Hell, if you've got some more I'll buy that too"! The guy standing next to him says " Hey I want some of that action and I'll pay you more than that guy is offering"! Then two more guys step in and shout out "We'll take all you've got and we'll even pay you more than those other two offered"! What does any red blooded American seller do when demand picks up? OFFER IT AT A HIGHER PRICE! Sellers continue to raise the offering price until demand begins to dissipate.

WE CAN SEE THAT ON OUR PRICE CHARTS. Prices fall to a certain point (price level) and rebound back up in the opposite direction. The action of the market participants has changed the direction prices were traveling. THE MARKET HAS IDENTIFIED THE LEVEL OF PRICE SUPPORT. Buyers 'propped up' the market at a certain price ... they provided support to the market. You've read all of that 'schtuff' about price discovery. Well, that's what the market does, it defines the price levels where demand increased or decreased. All you have to do is observe price action to identify pockets of support and resistance.

Study the chart below of the HUI (Gold bugs Index). This is a daily chart. I want you to observe the price action between 115 and 120. Think about the question of PRICE SUPPORT. I've circled reactions at that 114-119  price level. From that snapshot, is it safe to assume that somebody really likes it between 114 and 119? Do we get an obvious visible reaction between 114 and 119? I think you'd agree that 114 to 119 appears to be a price range of great interest to many players in this market. Right? You'll notice that I've not mentioned anything about Fibonacci, Gann, Elliot wave, Cycle analysis or any market fundamentals. These are just some very basic observations of price patterns between 114 and 119. [image: image1.png](127.19, 129.35, 126.17, 126.81, -0.38)
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Whenever prices drop down between 119 to 114 we get a visible reaction. It's like a pinball game. We hit that level and boom, prices react like they've been hit with an electrical impulse. Prices ricochet back up in an opposite direction. Most of the time buyers 'support' that price level. I've drawn a little channel on the most recent bounce at the SUPPORT LEVEL. That's the bear flag I mentioned earlier. Because we have a bear flag does that mean we shouldn't take the buy? Of course not!

It's only a bear flag if prices drop back down below 114 again. That's another one of those if this...then that scenario's. If prices continue to advance this bear flag could turn into another bull market rally. Can I say what will happen next with any degree of certainty? Of course not. All I can do is analyze the price patterns and observe how the market responds at certain price points. Can a guru tell me what will happen next with any degree of certainty? Of course not. All he can do is feed me another 'if this...then that' scenario. Heck, I can figure that out on my own. The market might go up or it might go down.

For additional comfort let's look at a chart of the XAU. Now this isn't a real measure of gold mining stocks because it's dominated by hedgers maintaining aggressive  net short positions. You'll notice on the XAU chart we also got a bounce at a support level tested before. That gives us a little more confidence. Also notice how the momentum oscillators have started turning up at that test of support. A little more confidence.  [image: image2.png]22
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It's important to understand that a play in gold is really a play on the dollar. I've touched on this theme with several e-mails over the last few months. A strong dollar is bad for gold and a weak dollar is good for gold. Before entering a trade in gold, or gold stocks, you should get a sense of which way the herd is running on the dollar. The chart below is a daily chart of the DX. The dollar appears ready to break below 100 once again. We must monitor this very closely as there appears to be buying support at 99. A bounce back up off 99 to above 100 will hurt gold and damage gold stocks. Once in the trade we study the DX carefully every day. [image: image3.png]Bearish Bearish L]
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We're going to operate on the premise that if prices on gold and gold stocks turn up at a support level they turned up at earlier, then buyers are present and that's our baseline for the trade. Buyers are present because they detect further weakness in the dollar, or at least another test of 99 on the DX. Dollar traders have sold at 102, an area of price resistance.

 Further declines in the dollar will trigger further gains in gold and gold stocks. That's when we can use some of our other tools and conduct further examination. With the Gold stock indices bouncing at a support area and the Dollar looking like it's going to drop below 100 again ... the stage is set. Let's start our examination on one of my 'friend's' favorite gold stocks...one that has already hit the first target go of $16.50 or higher. A stock that 'somebody' averaged in from $13.50 to $15.50. That somebody is a crazy bugger because he bought on a bearish flag pattern. That somebody has a plan to sell half the position at $17.50 and then place a trailing stop at $15.50 on the balance. Then he'll sell the balance at $19.00 (hopefully).

 Now, I won't disclose who that 'somebody' is, nor will I disclose the final out come on the trade. I will share the analysis he developed because he shared the whole thing with me. I won't tell you his name because if the trade bombs out you'll think he is a fool. If the trade works you'll merely think of it as dumb luck. I know him quite well.  I'll tell you his plan because it may cause you to take a look at a few things outside the realm of ES futures and you might be surprised what you find available.

The daily chart of ROYAL GOLD is interesting because we have a couple of chart patterns to key off. Notice on the far left of the chart how prices hung around $17.00. Then, failing to punch back down below $17.00 it blasted right off.  $17.00 seems to be an interesting number for some folks. When the market rolled over and took a swan dive we got a gap down that blasted right through $17.00 like it wasn't even there. Gee, do you think there might have been a lot of sell stops sitting down there at $16.00? Duh!! The big dogs blasted them right out of Dodge City in one shot. "Shock and Awe"! There was a lot of short interest building on this stock once it got all the way up to $26.00. It goes without saying that the big dogs were aggressive short sellers up there and they probably knew how the book was laid out by market makers as well. Oh, and by the way, you can short sell this stock, but, at certain times there are no shares to be borrowed because the big dogs ( pigs ) control everything. [image: image4.png]LT
i Yonas







So, we have a gap. Gaps are interesting because there's an old saying on the street ...gaps are meant to be filled. So, let's add this up. We've got a gap and a key number ... $17.00. That used to be support, but after the big dogs ripped everybody's throats out ...  $17.00 now becomes our first resistance. Once a support number is violated by lower prices it now becomes an area of resistance. Notice how prices popped right back up to $17.00 in March and then promptly rolled over and headed south of the border once again. That action confirms our new resistance at $17.00.

Now let's take a look at the $13.00 price range. My friend wanted to buy the stock at $12.00 down to $10.00 but the dirty dogs wouldn't let it go there. It kept on bouncing back up whenever it got to the $13.00 range. Go back and read the definition of support again and then look at this chart. Is that price action at $13.00 buying support or what? Well, to make a long story short, my friend began to realize that he wasn't going to get the price he had hoped for because somebody kept buying it at a higher level. So, against all of the guidelines on discipline he finally raised the bid to $13.50 in order to get a half position. If you think you could have bought it at $13.00...forget about it. These stock guys play the game different than futures brokers. You only get filled if they can take out the bid offer spread on top of the commission they charge you. No vig no fill. UNABLE is a term you hear frequently in the retail stock brokerage business unless you place orders at nice round numbers where they are certain to get a nice spread on the b/o.  [image: image5.png]1 (15.42000, 16.25000, 15.42000, 16.20000, +0.80800) 2 EE]
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Let's examine why the guy was getting a little anxious to get filled. The second chart shows KPTRIGGERLINE. Study that chart carefully. We've talked about the triggerline many times in our Hotcomm room and on a few video's. It measures short term velocity. Above the median price is bullish and  below the median price is bearish. Notice where the triggerline was in early April. Look at the configuration of those candlesticks with the triggerline above the median price. The triggerline was making a series of higher highs and remained above the median price of the candlesticks. The buying pressure was building and it was time to &^*%$ or get off the pot! The idea is to buy half of your total position as close to support as possible. Once again, the assumption is that $13.00 is support and buyers appear to be stepping up whenever prices touch $13.00. If it drops down to $12.50 …  YOU CUT BAIT. That's the risk on the trade and it's based on the idea of buying at support and hoping support holds. If support fails to hold, you've only committed half of your funds and the loss is not that dramatic. You can always add to your position as the move begins to strengthen. [image: image6.png](15.42000, 16.25000, 15.42000, 16.20000, +0.80800) (14.3253)
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  Hoping is not a good term to use, but, in that the HUI and XAU were both holding in there at prior support and trying to turn up and triggerline was exhibiting bullish tendencies and the candlesticks were closing higher than they opened (clear bodies ) and the triggerline was well above KPa900. Oh wait a minute, you haven't seen that chart yet. Well, let's add a little color to the picture. The chart below uses our KP1MinModified Expert.  [image: image7.png](15.42000, 16.25000, 15.42000, 16.20000, +0.80800) (14.3253) (14.9600), (15.5931)
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KPa900 is the black line and KPSlow 104 is the green line. JUST LIKE YOUR 2 MINUTE ES CHART .. EH? On this chart I want you to study the arrows on the candlesticks first. Remember, the arrows are another measure of short term momentum. Blue is bullish and red is bearish. We're getting blue arrows, triggerline's above a900 and popping above 104 in addition to all other factors observed. We've bounced at $13.00 5 times and it that isn't a sign of support I don't know what is! That's the neat thing about daily charts. You have plenty of time to think it through. To sleep on it over the weekend. And when they actually fill your order it bothers you at first. You start thinking, maybe they finally sold it to me because it's getting ready to go down. Well, you've had several days to mull it over. You've thought it through and you understand the risk. You've got your protective stops in place, you've fastened your seatbelt and tightened up your helmet. YOU ARE PREPARED.
 Then it actually starts to move up. We've got everything flashing buy. Now you're scrambling to get the rest of your orders filled and naturally they screw you on the fills, forcing you to raise the bid in order to give them their vig. Again, you end up paying more than you want, but, that's the price of admission. You thought you could get $14.50. Forget about it. You thought you could get $15.00. Forget about it. They let you have it a $15.50.  They make you think you were lucky just to get filled. What a racket.

The last chart shows how all oscillators came into alignment as we hit $15.50. Now you put orders in to sell half your position at $17.50.  And you sell the balance at $19.00. You raise your stop to $15.50 and it's a free ride.  Why sell half of your position when the market is finally moving your way? Why sell the other half at $19.00?  [image: image8.png]Bearish







 This is not the bull market bubble of the late 1990's. You have to think in terms of percentages these days. How much are you making in money market funds? Let me tell you,  Charles Schwab is paying less than the cost of paper they print the statements on. It's an absolute joke. In this market, especially when you are buying stocks, you must target a percentage gain and prepare for the worst case scenario. If you can make 10% on your money every month in these markets you're home free. Your strategy must always include a worst case scenario ( i.e. your EXIT strategy ) and if you can live with that then you are ready to move forward. Keep in mind, this may ultimately turn out to be a bear flag and prices may move lower. The question in a traders mind is always ... is there enough potential gain in the trade to justify the risk? Can you make 10% on your money every month? I think so, but, I may be crazy. I do know that you have the tools, I do know you have the intelligence (hey, you bought Kwik*POP) and the only question is ...do you have the desire?

At $17.50, based on your average fill, you've got a 20% gain on the trade. It would take you 5 years to earn that at today's money market rates. By taking half the position off with a good gain ( $4.00 per share) and moving a stop up to break even on the second half of your position, you've locked in a nice gain no matter what happens. Why sell the other half at $19.00? Well, we've got a gap on the charts. As we get close to $19.00 we may run into some selling resistance again. When you look at the stock going back over a year, you'll notice that the $19.00 to $20.00 range was a resistance barrier. Why take the risk when you've got a nice profit. By selling the second half of your position ( those shares purchased at $15.50 ) at $19.00 you'll lock in a gain of 20% on the second half of your position. The average gain on the total trade ( blended return ) would be close to 25%. That's 10 years worth of  money market interest at current rates.

 HOW LONG WERE YOU IN THE TRADE? There are plenty of other trades and other markets. Once again, this may turn out to be a bear flag. WHY NOT TAKE THE MONEY AND RUN?? If you think in terms of percentage gains you'll find that it takes a very small move in your favor to triple or quadruple what your money is currently earning. It's just like day trading. We dart in when conditions look favorable, we grab a little piece of the pie and we beat a hasty retreat to the sidelines where we size up the next opportunity. Here is a snapshot of two other gold stocks. The one on the left is a big short seller and the one on the right just digs up the gold and sells it. The one on the right responds the same way as Royal Gold. That’s another alternative.  [image: image9.png][ GLG DAILY.mwc - GLAMIS GOLD 105
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I want you to think about something for a few minutes.  Was the decision to buy based upon Fibonacci, Gann, Elliott Wave or any of the numerous complicated methodologies out there? NO!  Was there any discussion on market or economic fundamentals? NO! The strategy was based upon a simple, basic relationship that we've talked about many times over the last several months. GOLD vs the DOLLAR. It's that YING/YANG principle in action. We merely studied the price patterns and determined the area of PRICE SUPPORT. We used some of our Kwik*POP tools to define a shift in price momentum that occurred in the support zone. This is no different than sizing up a trading opportunity on a 2 minute ES chart.

 FOLKS, IT'S ALL THE SAME GAME.  All we have to do is be on the alert for trading opportunities, patterns that we recognize. We are looking for momentum "POPS'. Kwik*POP 's! And we always go for small percentage gains. We hit a lot of singles and doubles and every so often ... we hit the homerun. That's how you make money EACH AND EVERY MONTH. Can't do that unless you swing at the pitches. Can't swing at the pitches unless you are focused on the big picture. Day trading is fast and furious. It's the boot camp for traders. Position trading, in this stock market,  is just as aggressive, but, you've got the luxury of time on your side.

You purchased Kwik*POP because you wanted to become a full time trader. Day trading ES futures is only one of the many markets for you to attack. There are plenty of markets and plenty of opportunities available for serious traders on a variety of time frames ... intra-day, daily and weekly. YOU CAN MANAGE YOUR MONEY BETTER THAN ANY WALL STREET FIRM. Why? Because you have the tools and, from day trading,  you've learned how to play the game intelligently. You don't go for homeruns, you go for many singles and doubles. I'll give you some basic guidelines on how you can allocate your available capital such as money market, 401k and other accounts on a future update.  

 If you do a little homework and learn how to use some of the tools that you have at your disposal you'll find a whole range of opportunities that you can target. When you take the time to sit down and think about it for awhile, you'll discover that all of the techniques and tools you are using for day trading apply to any time frame and any market.

Destiny is not a matter of CHANCE ... It's a matter of CHOICE. 

We are going to beat Wall Street at their own game. We'll do it TOGETHER!

May the MOMENTUM be with you!
WDH

