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Basic Premise of the Pocket Pivot

e Institutional Buying creates new-high base breakouts, but
we also know that institutional buying occurs within
consolidations and during uptrends.

e This buying within consolidations and uptrends should,
theoretically, have its particular, identifying price and
volume “signature.”

* The pocket pivot describes that “signature,” and provides
a clear, buyable “pivot point,” or “pocket pivot buy
point.”

e Pocket pivots also provide a tool for buying leading
stocks as they progress higher within uptrends,
extended from a prior base or price consolidation.




Pocket pivots are just a way ntify
institutional investors’ footprints within a base or an uptrend.




10.

Ten Rules for Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE,
strong leader in its space, etc.

The day's volume should be larger than the highest down volume day over the prior 10 days.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that
is greater than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma
or 50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Avoid buying pocket pivots that occur after wedging patterns.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right
near its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma
the chance to catch up to the stock, where the stock would consolidate for a few days, before buying
such a pocket pivot.




Ten Rules for Pocket Pivots

1. As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

2. Fundamentals: The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax
margins, ROE, strong leader in its space, etc.

3. Volume Signature: The day's volume should be larger than the highest down volume day over the
prior 10 days.

4. If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that
is greater than the highest down volume day over the prior 10 days.

5. Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

6. Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

7. Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

8. Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma
or 50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

9. Avoid buying pocket pivots that occur after wedging patterns.

10. Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right
near its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma
the chance to catch up to the stock, where the stock would consolidate for a few days, before buying
such a pocket pivot.
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10.

Ten Rules for Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE,
strong leader in its space, etc.

The day's volume should be larger than the highest down volume day over the prior 10 days.

Continuation pockets: If the pocket pivot occurs in an uptrend after the stock has broken out, it
should act constructively around its 10-dma. It can undercut its 10-dma as long as it shows resilience
by showing volume that is greater than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma
or 50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Avoid buying pocket pivots that occur after wedging patterns.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right
near its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma
the chance to catch up to the stock, where the stock would consolidate for a few days, before buying
such a pocket pivot.
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10.

Ten Rules for Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE,
strong leader in its space, etc.

The day's volume should be larger than the highest down volume day over the prior 10 days.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 1odma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Power pocket pivots: Pocket pivots sometimes coincide with base breakouts or with gap ups. This
can be thought of as added upside power should this occur.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 1odma or
50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Avoid buying pocket pivots that occur after wedging patterns.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right
near its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma
the chance to catch up to the stock, where the stock would consolidate for a few days, before buying
such a pocket pivot.




Valeant Pharmaceuticals (VRX) in 2009
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10.

Ten Rules for Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE,
strong leader in its space, etc.

The day's volume should be larger than the highest down volume day over the prior 10 days.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 1odma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

Bad Pockets: Do not buy pocket pivots if the overall chart formation is in a multi-month
downtrend (5 months or longer). It is best to wait for the rounding part of the base to form before
buying.

Bad Pockets: Do not buy pocket pivots if the stock is under a critical moving average such as the
50-dma or 200-dma. If well under its 50-dma, and getting support near the 200-dma, it can be
bought provided the base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma
or 50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.
Avoid buying pocket pivots that occur after wedging patterns.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right
near its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma

the chance to catch up to the stock, where the stock would consolidate for a few days, before buying
such a pocket pivot.
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10.

Ten Rules for Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE,
strong leader in its space, etc.

The day's volume should be larger than the highest down volume day over the prior 10 days.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 1odma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Bad Pocket: Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through
the 10-dma or 50-dma then shoots straight back up in a 'V' formation. Such formations are failure
prone.

Avoid buying pocket pivots that occur after wedging patterns.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right
near its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma

the chance to catch up to the stock, where the stock would consolidate for a few days, before buying
such a pocket pivot.
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10.

Ten Rules for Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE,
strong leader in its space, etc.

The day's volume should be larger than the highest down volume day over the prior 10 days.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 1odma. It can undercut its 10dma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma
or 50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Bad Pocket: Avoid buying pocket pivots that occur after wedging patterns.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right
near its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma

the chance to catch up to the stock, where the stock would consolidate for a few days, before buying
such a pocket pivot.
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10.

Ten Rules for Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE,
strong leader in its space, etc.

The day's volume should be larger than the highest down volume day over the prior 10 days.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 1odma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma
or 50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Avoid buying pocket pivots that occur after wedging patterns.

Continuation Pockets: Some pocket pivots may occur after the stock is extended from the base. If
the pivot occurs right near its 10-dma, it can be bought, otherwise it is extended and should be
avoided. Give the 10-dma the chance to catch up to the stock, where the stock would consolidate for
a few days, before buying such a pocket pivot.




Apple, Inc. (AAPL) September 2004
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l/mo-day and 50-day moving averages in conjunction

with the Pocket Pivot tool is governed by the “Seven-Week Rule.”

® 10-day = Stocks that have shown a tendency to “obey” or “respect” the
1o—da?r moving average for at least 7 weeks in an uptrend should often
be sold once the stock violates the 10-day line.

e 50-day = If they don’t show such a tendency, then it is better to use
the 50-day moving average as your guide for selling.

e This rule can help prevent you from selling a stock prematurely if it is
simply not its nature to hold the 10-day moving average and it tends to
drop I)JIelow the 10-day line often. Our studies of pocket pivots indicate
that a pocket pivot buy point which results in an uptrend that is
shown to obey the 10-day moving average for at least 7 weeks
following the initial Poc|)<,et pivot shoulc? be sold upon its first violation
of the 10-day line. A “violation” is defined as a close below the 10-day
moving average followed by a move on the next day below the
intraday low of the first day.




it all Together — Baidu, Inc

ﬂ

o7

______ ¢|
. ,_r"_i | B L . h

maoving average for
1 the first time - sell.

l 'l1'ﬂr__“:_r.p[f: 2 SR
...... .ly,.rtLth T/T/ [ Violates 10-day

Wolume Window, B0DMA Line

TR T 11:; 1!”“

0 40 10 L-"II:III !

i 1 #




I-"f s

410




Apple, Inc. (AAPL) 2009-2010
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APPENDIX A
MoKa Market Direction Model




Direxion Tech Bull 3x TYH ARCA Finance-idx Tracking Fd  MKCap $93 Mil  Shares 550 Thou

Vol =484,200 Rate =+ 7% $170.71 0.89 (OH 6%) |

1 WMW“WMMWW ||||||“|“|“

mmmm WMMMW

200,000

|Aug|ls |Sephembe |chl:e | Nov \.emb-e

L

WONDA® Copyright 2010 William O"Neil + Co., Inc. All rights reserved

(DataBaze Page 22-1) 4/28/2010




Eps Due 6/30/2010e

Shares 21 Mil

Spdr Gold Trust GLD ARCA Finance-idx Tracking Fd  MktCap $2.45 Bil

Vol =26,027,400 Rate = + 83% $114.31 032 (OH -4%) |

<
...W.“.F_._.

[R—

R b S

R

4.4

LT

[March

[January [February

[ December

[ September [ Cctobar [ November

[ August

[ June

[W=y

et

[March

(DstaBase Fage 1080-1) 4/28/2010

WONDA® Copyright 2010 William O"Meil + Co.,Inc. All rights reserved




odel during

Vol =21,207,400 Rate =-6% 1696.60 73.40 (OH -40%) |

S

Iming Model 2008 = +40.1%
VS.
NASDAQ Comyp\=.-40.

%0

MNASDAQ Advance-Decline Ling

B [Big Gains for ‘08]

Index
‘Scal

3000

2300

S [Big Gains

2500

2400

2300

I
8

8 B E B3 dBEEEEY

10/21/2008




e Model and the N
during the October 1997 Asian Currency Crisis

Masdag Composite

ONDac)

Date
UM st 4199

Vol =7, 708,300 Rate =-3% 1878.85 5.42 (OH -2%) | :

a7EEIn

* Index
Scale

2200

2000

1900

1800

1700

1600

15600

1400

13200

1200

10 24

Wolume (00)
8,800,000

5,600,000
<.,400,000

2,200,000

29 1
[Septembear

26
[Crotaber

&
[Mavember

[December

30 1
[January [F ebruary

2 o
[March

WO MDD AS Copyright 2003 William C'Meil + Co. All rights reserwved

5/4/1998




0C

el and

Nagdag Composite

oNDac)

Vl]l 4 A37 500 Rate=+15% 970.22 -6.40 (OH U%) |

Do tindex
Do iScale

2,600,000
2,700,000
1,200,000

Q00,000

1]
[September

7
[T ctober

[Mowember

1
[December [January [February [March

WOMDAS Copyright 2006 Wyilliam O'Meil + Co.lne. All rights reserved

7/11/1995

31




The Model during the Crash of October 1987
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