Geometry of an Evolving Top

Charts from Stan Harley



Setup for a July 2013 Cycle Top

| believe what we are now seeing is a complex topping structure in the completion
phase. One thing that has really bothered me about the May 22nd high was that
virtually every stock, index, and indicator peaked out in unison on that date.

A major top without divergences? Possible — yes; probable — no. But now we are
beginning to see the development of some divergences that make me a whole lot
more comfortable in saying we could be very close to my forecasted top.

The Russell 2000 — one index that | don’t usually spend a lot of time studying or
discussing — just went to a new, all time record high.

The Dow Industrials are just over 100 points from etching out a new closing high. The
S&P, the NASDAQ Composite are very close as well. Laggards include the NDX, the
NYA, the European indices, and the All Ordinaries.

The point to be made is that I'd like to see one or more index at a new all time or new
recovery high on Thursday, July 11, 2013. If we get that — with a plethora of
divergences — then | will feel much better about the topping structure now in the
making. This stock market has advanced a considerable sum since the March 2009
major bottom. | believe we are very, very close to finishing this thing off.



GEOMETRY OF AN EVOLVING TOP
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337.2 Week High-
High Cycles

An intsrasting phanomenon I have
obsanvad is that major highs in the
stock markst tend to occur at six-
savan vaar intenvals - 3372 wasks
on averaga. This oxle - like all
markst oocle: - undarzoss vanious
gagra2z  of  expamsion and
contraction. But my ragrassion
analysis of the data dafines the
Central tandancy to b2 right at
337.2 wasks - roughly six-ssven
vaars, The naxt occusrancs 18 dus2
fight about now.
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Enter points 1,23
S&P 500 - Fibonacci Regression Analysis

Observation Increment X ) § Tuming Point H/L FaY Y = mX + b Predicted - Adual %
1 0 0 4455 02-Nov-09 Low 4454 63 -0.3718 0.0849
2 0381966 0.381966 4621 01-Jul-10 Low 166  4621.97 0.9734 0.2222
3 0236068 0.618034 4726 30-Nov-10 Low 105  4725.40 -0.6016 0.1373
4 0381966 1 4892 74 = July 29, 2011
5
Regression Output:

Constant 4454 6282 = Y-Intercept (b)

Std Em of Y Est 1.2031789 = 68% Probability, TDs

R Squared 0.9999612

No. of Observations 3

Degrees of Freedom 1

X Coeflicient(s) 438.1154082 = Computed Cycle Length, m, Trading Days

Std Emr of Coef. 2727948276

Standard Deviation / Cycle Length = 0.27%

Enter points 1,23

S&P 500 - Fibonacci Regression Analysis

Observation Increment X ¥ Tuming Point H/L 4 Y = mX + b Predicted - Actual %
1 0 0 4288 06-Mar-09 Low 4288.06 0.0593 0.0098
2 0381966 0.381966 4520 05-Feb-10 Low 232 4519.84 -0.1553 0.0256
3 0236068 0.618034 4663 31-Aug-10 Low 143 4663.10 0.0960 0.0158
4 0381966 1 4894.88 = August 02, 2011
5
Regression Output:

Constant 4288.0593 = Y-Intercept (b)

Std Em of Y Est 0.1919427 = 68% Probability, TDs

R Squared 0.9999995

No. of Observations 3

Degrees of Freedom 1

X Coefficient(s) 606.8220593 = Computed Cycle Length, m, Trading Days

Std Em of Coef. 0.43518859

. Stan Harley —harlegmarketletter.com
Standard Deviation / Cycle Length = .03%
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44.5 Hour Cycles Spanning Highs and Lows
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S&P 500 - 178 Week High-High Cycles Regression Analysis

X h i

0 2304 01-Feb-1994 High
2 2647 01-Sep-2000 High
3 2830 05-Mar-2004 High
4 3018 11-Oct-2007 High

5

Regression Output:

Constant = Y-Intercept (b)
Std Err of Y Est 1 Std Dev
R Squared

No. of Observations
Degrees of Freedom

X Coefficient(s)
Std Err of Coef.

A Y=mX+Db Predicted - Actual

2299.05714 -4.9429

343 2655.22857 8.2286

183 2833.31429 3.3143

188 3011.40000 -6.6000
2299.06

8.56404 = 68% Probablilty, Weeks
0.99947

4

2

178.08571 = Computed Cycle Length, m, Weeks

2.89518
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