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nbselutely accurcte. Thon you con bogin o study the rules lor dotormining the
trend according %o tho pesition of tho stock on angles.

DOUBLE AND INIPLE TOPS OR BOTIOMS

ANGLES CROSSTHNG EACH NTHER: Whon theore ia o double bottom sovorcl doys, weooks
or menths apert, you drow angles from Theso bottoms,
which are neoar the same price levols. TFor example: From the first bobtom drow
o 459 ongleo omd frem the second bebtom droaw on angls of 2 x 1- thon whon these
engles cross ench other, it wil) be an important point for a change in trend,
Note on chart marked Form 3#6 that I have drewn the -45° emngle from the first bot-
tom "1B" end the angle of 2 x 1 on the right hand side of the 45° engle. Then,
from Tthe second bottom "2BY I have drawn o 459 sngle and the ongle of 2 x 1,
which gains 2 points per day, week or.month, on the left hend or bull side of the
45° engle, You will note that the angle of 2 x 1 from the second bottom crosses
the angle of 2 x 1 on the bear side from the first bobttom ot 48, and that when
the stock breaks under these angles, o change in trend tokes place and it goes
lowsr.,

Hbte thot the eangle of 2 x 1 from the third bottom "3B" crosses the mmpgle
of 2 2 1 on the bear side from the first bottom ot 55%—unﬂ crosses the 459 mngls
from the sccond bottom et 58. This would be a point to wetch for chuonge im trond.
I have placed o girele where these sngles from tho different bottoms como together

fpply this rule %o double tops and triple tops in the same wey. It is not
neoossery for the tops or bettoms o be sxactlvy ot tho some price leval, but
noor tho semo lewel. Romomber, slways drew 45° angles from oll importent tops
ond bottoma.
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PATATLAL ANGLES

Poarollel mmgles or lines run from importent tops and bottoms. As previously
oxploined, the 45° mnglo is thoe most important ond should bo drown {rom all
important tops end hottoms. I o satock storks advencing, wo drow a 45% mmgle from
thoe bottom— then if tthe stoelc melos top, deelines apd mokos o higher bottom— then
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advancos ond mokes e highor top, we drow o 469 angle from the first bep, rumming
tho lino up. This will givo the ocscillatien er width of fluctuction in a poarallel
botweon the 45° augle from the Lottom ond the 45° mngle running ap from the tep.
Often & stock will edvence to the 459 angle from the first top, fail to eross i s
then decline and rest on the 45% engle from the first bottom— then advence sgain,
working up for & prolonged bull sempolen between theso parallel mgeles.

fhen the angles are Very far epert, you cax drew snobher 45 angle sgui-
distent between them, which is often a streng suppert angle from which o stock
will rally, but whon it bresks under, it declines to the bottom parallel.

Farallels can form bebwoen the mngles of 2 x 1 or 4 x 1 just the swno os
botwoen 459 angles, which often occcurs in slow-moving stocks .

GEOMETRICAL ANGLES OR MOVINGC-AVERAGE LINES
DRAAN FROM "o"

¥hen e astosk roaches bottom omd starts up, you have been instructed to draw
gles from this exact low point, whioh shows the support in time pericds, but
thero aro other angles that later on will be just as important ond sometimos more
importent thon tho angles drawn from the bottom of a stock, Thaso are tho anglos
thot bogin at "O" or zero and move up at the sams rate thot they move up from tho
bottom. The starting point must be on the some line thot the bottom is made on
as the time poriod bogins from this bottom, but the angles move up from "O",
Those onglos should bo started ovory timo o stock mokes a botbom, oepocinlly on
wookly ond wonthly chorts, sod should alse be corried up on importent movoments
en the dally chart, Example:; Soo chort moarked Form #7 on poage 14

If o stool mokes low ot 20, ms shown on the chart, sterting the 45° angle
from “OY, whon will this angle rench 209 Lnswars t will roceh 20 in 20 .days,
20 wooks or 20 months from the bottom or its storting peint. In other words, in
20 doys, 20 weeks, or 20 months, it will be up 20 from "O" mnd ot tho prico where
tho stock mode bettom, Then the wmpgle will continue on up at the same rate, end
lster, when the stock breaks under tho 46° engle from the actual bottom made at
20 mnd breaks the other support angles drewn from the sotual bottom at 20, the
next importent poiot for support will be the angle of 45° moving up from "QO",
Vihon this angle i1s broken, it is in the weakest possible position and indigates
much lower vrises, but this depends on how hipgh the stock is-selling ond how
much it has declined at the time it breaks the 45° angle from "0", These angles
drewn from "0", espectally the 45° engle, proves when Prico and Time aro balenc—
ing or when the stock is squaring out. from its bottom.

"OT ANGLES STARTING AT THE TIME TOP IS MADE

fhen a stock resthes extreme top on o daily, weskly or monthly chort and the
trend turns dewn, you should start en ‘angle of 450 from "O" moving wp from the
sxact spece and dete that the top is mado. This will prove the sguare of the
time period, It is very importont when this cngle is renched and indicubes a
chenge in trond. It is the lest strong support ond when broken, it will indicete
much lowsr pricos,

I hove instrusted you in onmch cose fto first drow the 45% sngle from bottom,
top and from 0" at bottom and top, but this does not moan that you must not use
the other engles. ALl of thoe othor angles can bo usod from "GY, but tha 45°
ongle is the first ond most importont. After this onglo is broken, thon you con
use tho other ongles. It is not necessary to carry all of them along until you
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nood them, but on the monthly ehoard, ofter o long sordes of yoors, those cther
ongles should be carried alonp when the stock begine o epproach the levels
whorde thoy would be broken or whoro the steok would rest on them and recolve
suppert.

45Y ANGLE FROM "O" TO TOP AND EOTTOM: When e 45° angle moving up from "OU

roaohes the line or price of the botbom,
i1t Ls wery lwportent- thon agein when it roeoaches the polnt of the oxtrome high
price, it 1s wvery Importent for & chonge in trexd.

You should earry 45% sngles ond cthor sngles up from 0¥ from all important
firast, socond, cnd third higher bottoms, aspecinlly those where wary much time
hes elapsed betkween these bottoms, You should also start the .mmgle of 459 up
from "Q" from the first, second, ond third lower tops, especislly those which
show much time peried slepsed. Thesse mmgles are the most important to be carried
o the weekly eand monthly cherts.

Never overlock keeping up the angles from "0" because they will tell you
when Time is aguaring out with Frice from %ops end bottoms end will locate sup-
port angles or moving-overage lines st a point on the beor side after the first
45% sngle from o bottom is broken. You could not losebo this suppert point in
any other way except by the engles from "o",

You should go back over past records and bBring up thess angles and sguare
out different tops end bottoms so thoat you com prove to yourself the groat wvalue

of using thozo ongloes. — BT - .
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ANGLES FROM TOPS DUWN TQ "Q" AND UF AGATN

4 45% mngle storbding down from ony important top on g menthly or wookly
chart should be continued down until it reoches "0" end then started up agoein
ot tho some rete. After u long numbor of yeors beotween important tops and bot-
toms, this ongle coming dewn snd going up agein is imporbomt, A 459 englo can
alsc be continued down from any importont bottom-to “0" ond thon started up ngain,
This will show tho aguering of Price with Time from clther top or bottom.

fnglos can be storted from "O" ot the time ony importent time cysle runs
oub. For exemple: U, S. Steel made extreme low in 1904. May, 1924 would be the
ond of o 20-yeor cycle or 120 months, In May, 1524 §teol made top at 109 against
o 459 onplo beginning ot "0" ab the time bottom was mnde st 38 in February, IF1S,
On nccount of the importence of this teop and a 20-yesr cycle running out here,
we would stert a 459 angle end other engles, if wo need thom, from "0" in May,
1g24,

Moy, 19351 would end o T-yoar cycle ef B4 months from 1924, The 45° ongle
runniog up from "0 in Moy, 1924 crossed ot 84 in May, 1931, Noto that 'Steol
mede law et 83% in June, 1951. In June, 1924 Stecl mede the last low at 94%,
showing the importunee of the ond of the 20-yeor eycle. The 459 angle moving up
from "O" in June, 1924 crossed at B4 in June, 1531, end Steol doclined and rested
on this cnglo,

TWO 45% ANGLES TFROM THE SAME BOTTOM

&s we have provicusly explained, the 459 anglo moves up ot the rate of cne
point per month ond moves down ot the rate of one point por mouth,

Rafor to exemple on Chart 8-
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You will note that the low on %his chort ds ghown ns G2 and the stock movoes up

to o high of 65. A 459 warpgle bs deownn up frem the bBotltowm, snd nfter Lhe steck
roachos top ond starts to work down, it Lrooks the 43 ongle, gotting under it at
o prico of 59. You will noto thot I havo drovm anothor 459 onglo dovm from the
bottom ok 52, At the voint whoro tho atoek brooks undor tho 45°9 englo moving up
from 52 to tho 45% omngle moving dovm from 52, the distonco in peints is 16, theoro-
foro tho ongles have widened uwntil Ttho stock could docline 18 points, if it wont
stroight dowa, boforo it roochod the 45% engle moving dovm from tho bottom,

Hoetoa thet T have shown dn tho chort thot tho stock conbimuves down unbil it
rocclios 40, whore it rosts on the 45° angle from the bettom ot 52. This would
indiccto the strongost suppert peint and of lonst o temporory rally, eepocinlly
cs the stock is down 23 peints from the tope Lator yeu will find under “Resist-
enco Lovols" thet 22F to 24 points is o sbtrong supvort point,

U. §. STEEL: Take the extreme low point of U, §, Steel ot 111% in Jentiary, 1927,

Start o 450 anple on Ltho monthly chard meving up ot the rote of
one point per montl— thon stert o 45° ongle moving down ot the someo roto, This
shows tho spreoading of the anglos and what con happon whon Stoel brooks wnder tho
45° cnglo comihg up from that bottom ond the point whero it ocon doeline in axe
trome ponicky morkets, like 1931 cnd 1932,

Tho 45° mngle coming up from the low of Jenucry, 1527 crossed at 156 in
Octobor, 1930, Whon U. £. Steel broke this englo it wont right on down to 1343
in Deceomber, 1930, where it fested on the ongle of 2 x L Irom this bottom of Jomu-
ory, 1927- then rallied to TFobruary, 1931, ond ot tho time it brolke uwnder tha
engle of 45° from 111%, it was od tho 45th month, cmothor indication of o sherp,
sovere declinc. Hero wo look of tho 45° engle moving down from 1113 end Tind it
is S0 points dowm {rom the 45° angle moving up from 1113, These anglos soparche
at the roto of tve points por month ond boing 45 months from tho bottom, tho ctock
would hovo to docline 90 points to strike the 459 ocnglo moving dowvn from tho bot-
tom. The onglos being so wide aport indisntod that the stoek eould hoave o wide-
cpon brocks This happonod in Decomber, 1931, whon Stosl broke wnder tho 450
angle moving down from 111%; putting it inte o veory weok position- in faek, in
the weakost pesition thot o stock com got in until it cen rocovor this anglo.

In Juno, 183%, whon U. §, Stocl doclined to 214, it hed dropped undor the 45°

anglo moving dovn from the last low of 11%F modo in Morch, 1925, nnd olosed two
months bolow this angle boforo it startod to rocover anglds.

This shows thot whon a stoek pgots into o very wook pesition by dropping wn-
dor importont onglos moving down from bottoms, sftor hoving broken strong mmglos
moving up Irom bottoms, it can doclino ©o very low lovels. Thoso extreme fluctuse
tions ond declines have happened in tho past and will hoppen cgein in the future.
This proves the squaring cut of Timo on the down side or tho balancing up of
Frico ond Tima,

Hore is onothor illustration of the boloncing of Prico with Time: The engle
of 45° moving up from "O" from the bottem st 21% from October, 1907 crossed at
262 in September, 1929 and Steel edvanced to 261%, which shows that in 262 menths
from the bottem in 1907 Steel hed advanced an eguivalent of one point per month.
By striling the 45% engle end feiling to cross it, it indicated that the Time
was- up and that the stock wes turning dewntrend for a prolonged bear market,

ANGLES CR MOVING-AVERAGE LIWNES FROM ONE TOF TO THE NEXT o7

Refer to exomple on Chert #49 on page 17.
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You will ses that we have started the bottom ot 0. The stock cdvances six
months to T4, to & point marked "IV end mekes top—-reacts for throe months to B4,
brooking thoe 45° engle but yosting on the anglo of 2 x 1 from the bottom——then
starts advencing end finally crosses ogain the 45° angls from 60, gotting into a
stronger positlon, huving regeined this mgle. In order to debtormine where it
might meet resistemce, as it is in mew high territory, we drow o 45° ongle from
the top at T4. The stock advances to 90 on the 22rd month from the bottom, strik-
ing the 46° angle from the first top at 74, on the 16th month from the Pirst top,
Being 1€ peints uwp above tho first top, the Time equals tho sdvonco in tho Price
sbove the first top. The 45° angle shows thet this is o strong Rosistence point
and o place %o go short with stop one to three points above the 459 angle, 4
decline storts ocod in the third month tha stoeclk ngein breaks wmder the £5° engle
from the bottom (ot 80) at o very high lovel. In other vords, it is 24 points up
from tho bottom and 4z now in o much wonker pesition, boeause it is so for from

tho boso of support, and indicetes o decline cgzin to the angle of 2 x 1 (marked
in green).

Dou't ovorleok this rulc: After a stock has sdvenced €6 o new high lewvsl,
then declines %o the old top at 74, this may be o support point wnleszsz it breaks
3 points under 1t. If it dees ond alsc brenks the engle of 2 x 1, it will be in

e weaker position and the next point to wobkch for sunpert and o rally would be the
next bottom at &4,

ANGLES TROM BOTTOM OF FIMST SHARP DECLINE

When a stock that has been sdvencing fer some Lime, makes ‘top and holds for
severnl deys, severel weeks or several moenths, then $urns the trend dovm ond hes
& shorp, severo decline, there is clweys o rally after this first decline, It
usually makss a loewor top on this secondury rally end then starts to work lower
again, The bettom of the first decline iz o very important point to drow angles
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from, capecially the 45° onglo moving down, ns 1 have done on the choart wmerked
Form 7£10,
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This chaort shows the stock rellying up to acround 75, where the 45° angle
coming wp Irom tho last bottom crosses the angle of 8 x 1 coming dowa from the
top. Then the decline sterted ond et 66 the stock breke beck under tho ongle
of 457 from the top, which put 4% in o very woel positiom, It declined to the
onglo of 45° coming dovm from the bottom of the first shorp decline, This would
bo the squoring oub of time from thoe bottom and would be o placo to buy for o
relly. A stocl will often declinae ond drop o little below this cngle from the
bottom—~then if it holds for severel deys or wooks undor this cngle or on i%,
it is e placo to buy for o rally.

On e Monthly Chert always carry this sngle down from the bottom of the
first sharp decline, as it often becomes very importemt later on in e cempaign.

After o stock has been advancing for some time end then hos a sharp bresk
lesting 2 to 3 deys, 2 %o 3 weeks, or 2 to 3 months—-then rallies aend alfterward
breaks under the lows of this first sharp breck, it indicotes that the main frend
hes turned dewn ond thot it is pgeing lower.

Apply the some rule whon e stock has been declining for a long time and then
makes o sharp, guick recovery for 2 to 3 days, 2 to 3 weeks, or 2 to 3 months,
then reacts omd then crosses this first rally point thet it mede, 2n indieation
of higher prices.

LAST SWING IN A DULL OR DEAR MARKET

It is importont to draw engles from the point where the market starts up
ond mokeg its lost run in o bull market. Refer te Chart 311 on poge 19.

In thls exomple note point marked "lagt bottom". In the lozt stege of the
tull market o fost wdvones follews 4o o price of 84, We have dravwn Lthe cngle
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of 2 x 1 (a gain of 2 points por dey, wook or month) end the 45°9 anglo from this
bottom. Whon the ongle of 2 x 1 was broken, it indicoted that the trond hed
turned down. The stosk deelined ond roastod on tho 469 rmngle-—then rolliecd ond
modo o sogond lowar top-- thon broks tho 45° omplo-- declinod shorply ond rosted
on the 45° angle drewn from the top ol 84, which indicoted thot Timo ond Price
hod sguared out or wore ogquel, This would be & point to buy,with o stop loss
oerdar 2 to 3 points under this mgle, for o rally-back $o the cngle of 2 x 1 from
tho top, as shown on the chort.

In very octbive foast-moving morkets o stock moy stay above tho angle of 4 x 1
or tho sngle of 8 x 1 from the "lost bobtom," but on tho daily or weckly chart
cfter this first acubto angle is broken, 1t indicotos that the trond hos turned
dovm,

Alweys romember thot after o prolonged ocdvonco, whon the maln trend furns
down, i1t is soafor to welt for relliss ond s0ll short then to buy agninst the
trﬂndi
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A11 of thoso rules aro roversed ok the end of o basr market or sharp do—
¢lino. It is important to uote when tho markot starts down from the last tep
or relly ond mokes its last run 4o bottom. Draw ongles from this last £op cnd
watch whon the markot rocches fhese importent omgles end crosses thom., For
extmplo:

On March 9, 1932 tho Dow-Jonos 30 Industrial Averagos mode lnst top at 20,
{from which o docline followod, with very small rollics, rocching bettom at 41 on
July 8, 1932, Noto on tho weskly chart thot tho sngle of 2 x ) from the top ot 90
crossod b 50 dn the week ending July 30, 1932 and aftor thoy crossod this lovel
they nover deelined te 50 agein, and advoncod to 81 in Sopbombor, 1932. The cross—



ing of this angle was the [irst deflnite indication that the main Lrend had
turned up.

It is also important to review the major swing from November ©, 1931, when
the Averages reached a high of 1194, to the low at 404 in July, 1932. This was
the last big swing of the bear market, a decline of 79 points. The hall-way
point of this was at 80. In September, 1932 the Averages rallied te¢ 8l-- then
after they reacted to 50 and advanced, getting above the halfl-way polnt, and
crossed 81, they indicated an advance to 119 anyway. After they crossed the
hallf-way point the second time and advanced above 81, they never sold down to it
again until they advanced to 14%% in November, 1835.

After & stotk has been advancing for a long time, in the last run when there
ig 2 lot of momentum, it may cross angles from vrevious tops or bottoms, then fall
back under them, which is an indicetion of weakness. When a stock has a sharp
decline and is making bottom, it will drop under important angles and then re-

cover quickly, getting ebove them, which shows that it is getting into a strong
position and changing trerd.

What rule should be followed when stocks make higher bottoms and lower Lops?

As stocks advance and make higher bottoms on the monthly, weekly or dally
chart, you should always draw angles from higher bottoms. Then, in the last

section of a bull market, if these important angles are broken from the last bot-
tom, you know that the trend has turned down.

Apply this same rule as a market declines. Draw the angles from each lower
top and watech theangles until the stocks again cross the 45% angle from a second,
third, or fourth lower top. The second lower top or second higher botteom is al-
ways very important to draw angles from and to measure Time from as well.

Example: Dow-Jones Indusirial Averages—

September 3, 1929 - Extreme high-

November 13, 1929 - Bottom of first sharp decline-

April 17, 1930 - Big rally in bear market, second lower top-

July B, 1932 - Extreme low, final bottom-

beplenber 8, 1932 - Top of rirst sharp advance after bear markel
ended-

Febrvary and March, 1933 - Secord higher bottom from which bull
market was resumed.

These are the meost important tops and bottoms to draw angles from.

SECTIONS QF MARKET CAMPATIGNS:

1

All market campaigns, up or down, move in 3. to 4 sections. When an advance
starts, the market runs for several weeks or several months and then halts for
several weeks or months, moving up and down over a range of 5 to 20 points, ac-
cording te - the price of the stock--then the advance is resumed and the stock
crosses the high level of the first section, moves higher, halts again, and reacts
for a period of time—- then crosses the top of the second section and moves up
ggain for another pericd of time and halts for the third time, which is a very
important point to watch as markets often culminate at the end of the third
section and a bigger decline follows,



Most markets run out in three important sections or campeigns. However,
after resting and reacting, Il a stock crossss the third top, it will then move
up to the top of the fourth sectlon., This fourth advance may be a shorter periocd
of time than the previocus sections, or in soms cases may consume a greater pericd
of time, especlally if the stock is very active and high-priced. This fourth tep
1z very impertant and generally marks a culmination and & reversal for a bigger
decline.

For example: On March 12, 1935 CHRYSLER MOTORS declined and made low at 31--

FIRST SECTION of the advance carried the stock up Lo 493 on May 16—
then the stock declined to 414,

SECOND SECTION—— On June 27 the advancde started and the stock advanced to
new high levels, reaching 2% on August 10, which was top
of the second seclLion- then there was a reaction Lo 574
and & restling pericd.

THIRD SECTION— Then there was mnother advance which started August 28.
The stock crossed the top of the second sectlon and reached
high at 74 on September 11, top of the third section. Then
followed & reaction to 68 on September 21,

FOURTH SECTION— In October the top of the third section was crossed and
on November 18 Chrysler reached 90, top of the fourth
gectlion, where it held for 5 weeks in a 6-point range while
distribution was taking place, This was a2 most important
point to watch for & final top and & change in trend. Then
the trend turned down.

Reverse this rule in a bear market. Watech the action of the market when it
makes the third and fourth decline. But, remember, in a bear market when ral-
lies come, they may make only one sectiaon or one move or in extreme cases ohly
make the second section- then reverse and follow the main trend down,

You will find it very helpful to study and watch these various sectiens of
a campaign and by applying Lhe angles from Lops and bobttoms you can detect Lhe
lirst minor and major changes in trend.

STRENGTH OR WEAKNESS DENOTED BY POSITION ON ANGLES

The angles on the Monthly and Weekly Charts are of greater importance than
those on the Daily Chart because the daily trend can change quite often, while
only the major changes are shown according to the angles on the Monthly and Week-
ly Charts,

Always consider the distance a stock is from its beginning point when it
breaks any lmportant angle or crosses any important angle. The further away from
the beginning peint, the more important the change in trend, whether this is
crogsing an angle from the top or breaking under an angle from the bottom.

WHEW A STOCK IS IN THE WEAKEST POSITION:

A stock is in the weakest position when it has completed distribution and
broken under a 45° angle from an impertant bottom on the weekly or monthly chart.
It is also in the weakest pusilion when it has breken under the half-way point
between any impertant Lop or bottem. The longer the time periocd has run and
the higher the price, the weaker the position, For example:



