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Exceptional Bear Market Letter’

September 26, 2014 revised Nov 1, 2014
New-Wave Elliott®- a synthesis of

Elliott, Mandelbrot & Smithers, Part 2

In the first installment of New-Wave Elliott® we focused on Exceptional Bear’s

contributions which advance & refine the Wave Principle. These foundational structures

that the so-called experts, either continue to miss entirely, or arrogantly edited-out long

ago, are essential to any reasonable, long Elliott Wave count.

To allow you to draw your own conclusions. Below on the left you find Robert Prechter’s

blunder count, on the right Exceptional Bear’s New-Wave Elliott® Count, utilizing the

identical data.

Figure #1a

Robert Prechter Jr.'s &
Elliott Wave International's
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Aside from the approximate positioning of Cycle Waves I-1V, labeled un-italicized 1-IvEin

Robert Prechter’s “genius” count, there’s very little in common with Exceptional Bear’s

New-Wave Elliott®. Bear in mind that Mr. Prechter's Cycle Wavescorrespond with
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Supercycle Wave (V)while in New-Wave Elliott® they are sub-divisions of Supercycle

Wave (I11). In this context, you quickly realize the two counts are not even “on the same

page”. In fact, Supercycle Wave (Vjs entirely fictional. ?

In Robert Prechter’'s blunder count, the entire Bear Market which led to the Great
Depression, labeled in the segment (lll) - (IV), spanned a mere three years from 1929
to 1932. Even his Cycle Wave |\spans 8 years from 1966 to 1974. How is it possible
that a Cycle Bear Market can have a longer duration than one of Supercycle Degree, of
four times the magnitude? Nonsense!

Once you can recognize Wave A as the aggregate of a Bearish Diag ll, by a process of
elimination, the A-B-C Cycle Bear Market must have ended in 1978. As Sir Arthur Conan
Doyle reasoned in sage words of Sherlock Holmes, “once you eliminate the impossible,
what remains, no matter how improbable, must be the truth”. Add back the
transcending a-b structure, post Cycle I1I'’s orthodox top and you have a 13-year Cycle

Bear Market, of 4x the duration as the purported 3-years in Supercycle (IV)... you

don’t need to be a genius to recognize such arrogant bungling.

Figure #2 Cycle Wave 1V & Transcending Magnitude the New-Wave Elliott® Count
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Figure #2 highlights the lower degree Diag Il fractal within Cycle IV’s wave e of A and
the Supercycle-transcending structure which trails the completion of Cycle Wave 1V.
Prechter’'s next obvious blunder is observable in his labeling of Cycle Wave IV
Incorrigibly blind to the Bearish Diagonal Triangle type 2, (Diag Il) as a corrective
pattern, Prechter positions Cycle Wave |Vat the wave-A trough, rather than at the
completion of wave C, within a complex A-B-C Cycle Bear Market.

Obviously, the blunder count has not been reconciled with Smithers’ & Co.’s research,
which pinpointed the lowest Market Values & CPI of the 20th Century in 1920. Logically
the lowest Market valuations must have existed concurrent with the Great Bear
Market ended 1932. (See part 1)

One blunder begets another®. Rather than recognizing the wave transcending
magnitude after Cycle Wave |V, Prechter's instead mislabels the a-b-A; a-b-B as
Primary waves 1 & 2 circled. As evidenced in part 1 of New-Wave Elliott®, the

magnitude transcends after the 4™ wave, to result in the longest 5™ wave. This is one of

our more significant contributions, and a major milestone to elucidate the Wave
Principle.

Next, Prechter entirely misses the Bullish Diagonal Triangle type 2, (Diag IlI) which
heralded the long Bull Market ended 2000. It goes without saying that he likewise
missed the associated basic premise, that after wave magnitude transcends to
Supercycle degree, corrections rather than “scaling” proportionally with the impulse

waves, remain dwarfed at Primary degree to resemble mere pauses.

Upon completion of Supercycle Wave (IV), a subsequent magnitude transcending a-b-
A; a-b-B structure will gear-up another semi-log step, so that Grand Supercycle [IlI]
replaces the totality of Supercycle Wave (V), meanwhile Grand Supercycle [Ill]’s sub-
divisions morph to Supercycle degree. Therefore, neither Supercycle Wave (V), nor Cycle
Wave V even exist, within the context presented in Prechter’s Blunder Count! Only in

the absence of transcending magnitude (almost never) would these be synonymous.
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The Fed’s Market Manipulation is Messianic Megalomania

Rather than heading off depression, the Fed merely kicked the can down the road,
while force-feeding the market-monster on steroids, to magnify and prolong the misery
& duration of the subsequent Depression. Although Supercycle Wave (IV) should have
been a simple structure to alternate with a complex Supercycle Wave (II), the Fed’s
Market Manipulation forced the market not only higher, also into complex structure of
far longer duration by a factor of the second Fibonacci multiple (2.618). As explained in
the footnotes of New-Wave Elliott®, part 1, instead of a 10-year simple, Supercycle

Bear Market ended near 2010, we now have a 26-year monster.

The resulting complex Bear Market can only alternate to trough in wave (A), rather than
(C), in the identical configuration as Cycle Wave IV, but having twice the magnitude and

4x its capital-destructive capacity. Once $$$Trillions have vanished in a wave (A)

Flash Crash, an irregular wave (B) top will no longer be needed to generate irrational
exuberance to set the stage for maximum capital destruction. This function will have
already been fulfilled by compounding irregular tops in Waves B & D of the larger Diag Il
(2007 & 2014). Therefore, the roadmap for Supercycle Wave (1V) will greatly resemble
Cycle Wave 1V, at twice the magnitude.

Lastly, unlike previous counts, Prechter omits a previously forced channel. ® The fact

that he totally dropped the channel makes his an observably a blooper wave count.

What's more, the Exceptional Channel not only confirms New-Wave Elliott® Count’s

veracity, but further anticipates its widening with the plunge of Wave (A), to retrace the

previous 4th wave of one lesser degree, (Cycle IV) at its extreme of Dow 572.
Meanwhile, the new, wider Grand Supercycle Channel also confirms a far shorter Wave
C to complete Supercycle Wave (1V).

Finally, rather than completing in 2021, as Mr. Prechter recently forecast via Fibonacci
relationships, a far more plausible termination date is ~2026, the same 26-year duration

as Supercycle Wave (11) and logically twice the time interval of complex, Cycle Wave
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[V. This implies 2.618 times the Bear Market’s former 10-year duration, in the absence

of deceitful Fed tinkering.

Conclusion: Without the Diag Il and the magnitude transcending structures, which also
serve to forecast reversals, Robert Prechter's “Genius, Long Wave Count” is a hoax.

Paradoxically it demonstrates his total absence of Pattern Recognition Genius — the

only genius that's germane to exceptional technical analysis to decipher the Wave
Principle.
Figure #3 Supercycle Channel 1900 - 2014
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In the chart since 1900 in Figure #3 you see that Supercycle (IV) has a very similar
Diag Il pattern as Supercycle (II). Since these should alternate in some way, to make
them seem different, while remaining essentially the same, these alternations are for all
intent & purposes superficial3. If we examine Supercycle (11) closely, we note that wave
(A) was truncated, essentially a failurez. Wave (B) of Supercycle (II) formed an

extreme irregular top. To alternate with these in Supercycle (IV), rather than a
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truncated £ ending to Wave (A), we can expect £ to be the longest wave of the Diag I,

and Wave (B) to bounce back only to approximate the 2014 wave D top.

The same power laws which drive magnitude gearing apply to Bulls &

Bears
From Benoit Mandelbrot we know the same laws which drive Bull Markets are merely

inverted in Bear Markets. In other words, after the transition to Supercycle Degree, the

longest wave immediately follows to the trough in wave (A).

As detailed in Figure #4, the Transition to Supercycle Magnitude occurred under the
guise of a Bear Market Rally in wave D between 2010 and 2013. As in Bull Markets,
magnitude ascends analogous to the way charged particles augment momentum and
increment magnitude when bounced between two plates in two semi-log steps, from

baseline Primary degree to Cycle degree, followed by a second incrimination from Cycle

to Supercycle.

Below you will undoubtedly recognize magnitude trascending after the 4th wave (iv), of

Wave D, in the 4™ corrective wave of an A-B-C-D-E Diag |I!.
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Figure #4 Transcending Magnitude in Bull & Bear Markets
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Magnitude gearing in Bear Markets

The chart above in figure #4 demonstrates Bull Market magnitude gearing-down
between 1996-1999, just as we would downshift in a manual car prior to coming to a
complete stop at a red light. The Market’s baseline magnitude is Primary degree, where
it ended in the orthodox topl in March 2000. From 2000, the wave magnitude
progressively transcended magnitude in the Bear Market Rallies preceding each
decline. Wave C’s trajectory of lengthened primarily by climbing higher to illustrate
transcending magnitude in the previous wave B irregular top. Nascent wave E, the
product of a similar wave D irregular top, is the long trajectory required to complete
wave (A) of the Complex (A)-(B)-(C) Bear Market. Each down leg of the larger Diag Il

initiates with a lower degree Diag Il fractal. We can expect wave E to follow the

identical pattern.
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Figure #4 is intentionally shown in arithmetic, as opposed to log scale, so you can

discern to the extent to which the Bearish Diag Il dwarfs the previous Bullish Diag I
spanning 1987 to 1992. The subsequent Bearish trajectory springing from the larger
Diag II’s to the Wave (A) trough should be logically proportional to its magnitude.

The 1929 Crash launched a surprise attack
..right from where the Market will be in ~two weeks

However, as in the 1929 Crash struck in wave (i) of a lower degree fractal Diag Il,

similar to those initiated waves A & C. That is NOW!

Figure #5 Cycle Wave [V (1966-1978) & Supercycle Transition (1978-1982) arithmetic scale
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The chart in Figure #5 of Cycle Wave IV (1966-1978) & the subsequent Supercycle
Transition (1978-1982) highlights the echoing Diag Il fractal to indicate a lengthy

trajectory from its inception at wave d to the trough in wave e to complete wave A 50%

lower.
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Cycle Wave 1V is the forecasting fractal of the current Supercycle (IV) to trough in

Wave (A). That is to say, in the next move, the Dow should replicate the structure
circled in to reinforce the long trajectory to the trough. Figure #5 also

demonstrates very clearly that wave B, peaking in 1976, is a 3-wave corrective, Bear

Market Rally, as opposed to the terminal 5-wave structure of wave C is, which brings

the Cycle Wave IV, A-B-C Bear Market to an end.

Figure #6
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Footnotes

! During Elliott’s lifetime, everything was still in black & white. Although color has been
reasonably priced since the 1980’s, most of Elliott’s disciples remain remiss in failing to utilize
color in order to facilitate understanding the Wave Principle. Rather than make progress, with
the exception of Hamilton Bolton’s discovery of the Diag Il, the Wave Principle has regressed
under Robert Prechter’s, aside from his dogmatic pontificating, he arrogantly eliminated Elliott’s
A-B Base, a critical structure rechristened in New-Wave Elliott® as the A-B Reversal often
synonymous with the Magnitude Transcending A-B structure. For the purpose of this discussion,
magnitude is standardized in Exceptional Bear’s colors shown in the legend in Figure #1b.
Comparable annotations in the blunder count remain un-italicized. Circled alpha-numeric
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characters in Elliott Wave International’s official count are comparable to Primary Degree waves
in New-Wave Elliott®.

“fter Cycle Wave IV magnitude transcended a semi-log step via the A-B structure. Supercycle
Wave (1II) replace Cycle Wave V entirely. Instead, Supercycle Wave (1Il)’s sub-divisions
morphed to Cycle magnitude. Likewise, rather any mysterious “extension”, Grand Supercycle
[111] will get tagged on to the end of Supercycle (IV) as a matter of course, in the same way that
Supercycle (111) followed immediately after the magnitude transition subsequent to Cycle Wave
IV. This is precisely why the Supercycle channel widens after the IV*h Cycle Wave, so that
Supercycle (111), is by far the longest.

The orthodox top, like its reciprocal orthodox bottom, is where the wave count comes to its
logical conclusion in five waves. Such highs and lows are typically exceeded as part of the
magnitude transcending a-b reversal, as many as three times. Such serial transcending as we
have just experienced in the Dow, are highly characteristic of the extreme optimism experienced
at major market tops. B &D Waves can form irregular tops just as seen in the Dow in Figure #4.
A truncated wave, or failure occurs in impulse waves when wave 5 fails to exceed the high of
wave 3. In its corrective reciprocal, Wave £ fails to drop below the low of Wave C.

“Similar to Rachmaninoff’s variations on a theme by Paganini, those who know Paganini’s
theme can play it in the background of their minds, to recognize Rachmaninoff’s variations as
far superior, while remaining within the parameters of Paganini’s melody and tempo.

4Meanwhi|e, Waves B & C are erroneously labeled as Primary Waves 1 & 2, shown circled by

Robert Prechter and all his disciples. Note below, that for them Cycle Wave IV completes at
wave g, circled. Obviously they can neither identify the Diag Il, nor conceive of it as a possible
corrective structure.

5According to Robert Prechter, “Elliott invented the A-B Base during a period in which he
was trying to force this pattern”..”if such a pattern existed, it would have the effect of flatly
invalidating the WavePrincipled. The authors (of the Elliott Wave Principle, Frost & Prechter)
‘have never seen such a pattern, and have every reason to believe it cannot exist. Its invention
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by Elliott merely goes to show that for all his meticulous study and profound discovery,

(Elliott) displayed a typical investor’s weakness in allowing a prior opinion to adversely
affect his objectivity in analyzing the market”.

6Ironica||y it was Robert Prechter who “forced” the long-term wave count into the contrived
“channe/” shown below.

| 2000
Robert Prechter’s ﬂnll,lllg“{ 1000
Long-term Elliott Wave Count 111 ﬂllll" I -
circa 1990 (1
00

’Notice that without the down-shifting magnitude transitions from the end of Grand Supercycle
[1I] at Dow 36, the entire pattern is discarded as “noise”. Without a solid foundation inclusive of

these structures Prechter’s dogmatic, Long Wave Count is one big con. The further out in time,
the more such gaffes beget a comedy of errors.

Below in the long New-Wave Elliott® count you see the Supercycle channel relating the
count since 1900.
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To view the updated “Public Stockcharts”, click here. If you subscribe to Stockcharts, |

would appreciate your vote.

Eduardo Mirahyes
Exceptional Bear

"Opportunistically timed investments that mazimize wealth"

Page 12 of 12


http://stockcharts.com/public/1317031/tenpp

