Date — 30" Jan 10
Are the Markets under correction or

Is it a start of a Bear Market???

This news letter is in continuation to the last news letter dated 1 Nov which is also
attached below for your reference. This article was written when we saw the Nifty
tank down from a level of 5200 to 4500 in the month of September which was a fall
of around 13%! A similar fall was observed in June 09 when we saw the nifty fall
from an intermediate top which was made at 4700 and then the Nifty corrected
around 15% to make a higher bottom at around 4000! And now after making an
intermediate high of 5300 we have closed the week at 4882 giving a correction of
about 8%.

The earlier two major corrections were formed after we saw a trend reversal pattern
in the month of March on the weekly charts. Ever since the Trend reversal pattern
happened it made sure the Nifty rallied on the back of short covering as well as
fresh inflows. Later in the Month of August on the medium term charts we saw a
major price pattern which had a huge target. Now, the big question is whether this
big target which we have predicted is still achievable or not???

Let’s visit history and check because history repeats itself. Let's go back to the year
2003 where the Nifty made a Trend reversal pattern just like the one it made in
March 09. This trend reversal pattern was made when the Nifty was trading at
around 900 levels. Because of this price pattern the Nifty rallied from 900 to register
a high of 2000 after which we saw the Nifty correct almost 25%. Later over the next
couple of years the Nifty rallied to 3700 levels!!! But was this rally without
corrections? No, we saw many corrections in between. Some of these corrections
were small but some were long and deep too. But the only thing was the trend. We
kept making higher tops and higher bottoms which was reassuring that a new top
was in the making. That made sure we reached an all time high of 6357 on the Nifty.

Today we are again in a correction mode. We call this fall as correction because on
the medium term charts we haven't received an anticipatory sell signal yet. Also,
even if we look at the trend we have made a higher high than October 09 and we
haven’t broken the lows made in November 09(Figure attached below). This means,
we are clocking higher tops and higher bottoms even now. On top of this, the BLUE
line is there to guide us which is our natural trend line and has still not given us even
an anticipatory sell signal. That tells me that we are just experiencing an
intermediate trend which is also called a correction is simple words.
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| strongly believe that this correction would help us in realigning our portfolios which

means the weaker stocks which | call as weeds should be removed and thrown away

from our fields and wait for an opportune moment for the new once to give valid
breakouts for fresh investment. Because remember — “TO ENTER INTO A TRADE
ALL THAT WE NEED IS A PRICE PATTERN WITH A FAVOURABLE R:R RATIO” If
we stick to this golden rule you will make the most of the next rally which | believe is
not far away from now.




Date — 01 Nov 09
Are the Markets under correction or

Is it a start of a Bear Market???

This is in continuation to my last news letter dated 2™ Oct 09. The last two weeks
saw the Nifty to plummet from a near 5200 to close at 4711. An approx 8% - 9%
correction!!! Historically such corrections are healthy signs in a long term classical
bull market.

4711 also happens to be the neck line value of the trend reversal pattern which we
had got a breakout in the month of August. Technically speaking, this neckline will
provide a very good support to the Index. Even if you look at the weekly charts we
are still making higher tops and higher bottoms. This tells us that we are still in a
classical Bull market and that the current phase in nothing but a correction.

As per our theory, we need to subscribe on to this view till the time the BLUE line
does not give an anticipatory as well as the confirmatory sell signal.



For stock specific view, we need to follow the daily charts and the BLUE line has
made us exit almost all the counters with a little pain to our pockets. But overall we
have still managed to rope in a decent return.

In my last news letter | had mentioned that we will face nervous moments and this is
exactly what we are facing right now. But if we follow the theory brainlessly which
also means mechanically then the probability of making mistakes is low. For now all
of you who have followed it brainlessly would be sitting on cash and enjoying the fall
and when the next leg of the rally starts you will be investing at the right valuations.

| would be really concerned only if the markets do not make a higher top in the next
leg of the rallyand break the low of the current correction. But by that time we would
have had a negative crossover and we would have exited by then.

An experienced trader Jack D. Schwager once said, which is apt to the current
situation, that “If you can’t take a small loss, sooner or later, you will take the mother
of all losses.

Therefore to conclude, | firmly believe that the current fall is only a correction of a
classical bull market.
Never forget — “TREND IS YOUR FRIEND”.




