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Market commentary
S&P (SP-067) Daily Chart:
File: (SP-067) SP-067 Date: 03/03/2006 O: 1284.7 H: 1299.0 L: 1284.5 C: 1286.4 © www.MTPredictor.com

Daily ES Chart --1301

J( ‘ High - 1293.5
--1291

“ --1281
Rallied, then declined
sharply

H % 1 ‘T

--1241

--1231

| | | | | | | | | | | 1221
2511112005 121202005 28/12/2005 1300112006 31/01/2006 15022006 03/03/2006 20/03/2006 04/04/2006 19/04/2006 04/05/2006

As you can see from the Chart above, on Friday the S&P rallied in
early trading, only to decline sharply in the afternoon. This is weak
behaviour. Initially this looks to be a confusing pattern, until you look
at the 60-min Chatrt.....

If you look at the first chart on the next page, on the 60-min ES, you
can see how the rally off the Feb 28 low has only unfolded as a 3- 4.5 million
swing (ABC) pattern. As you can see, Friday’s high was right at the
Typical Wave C WPT. In fact, this set-up was perfect TS3 sell set-up | it iuuy

But the point here is that this rally was only corrective (ABC) and now
that the Wave C high is complete we should anticipate that this
decline should continue for at least the next few days.

The Nasdaq is in a similar position, please see the second chart on :

the next page. Although there is no clear set-up on this chart, can you gh“g,i'fﬂ“mﬂ
see how the rally off the Feb 6 low has unfolded in a very choppy can do for you.
pattern with overlapping swings — this pattern is more “corrective” than
“impulsive” and also suggest that we may now have a decline on the
Nasdaq as well.

Gsas. |
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Nasdaq (NQ1-067) Daily Chart:
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OK, over to some Real-Time charts now.

Last week was a perfect example of the cyclical nature of trading — which some very good
profitable days early in the week, followed by Thursday, where a few small losses
unfolded, which was followed by Friday, where we again had a number of very good and
very profitable trades ! There are too many people that expect to make money everyday
when day-trading — this simply does not happen. The trick is keeping the losses small on
the losing days, like Thursday, to then be ready to maximise your profits on the good days,
like Friday....

On let’s start with the 60-min high on the ES:
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As you can see, this was a perfect TS3 sell set-up, with a nice clear, clean and obvious 3-
swing pattern making up the ABC. The reversal was then right at the Typical Wave C WPT
with a red (sell) bar which was the very bar of the high of the day on Friday ! All in all, a
perfect set-up......

The only issue was the $TRIN, which was blue at the time, but you must remember that
the $TRIN tends to point to the short-term trend on the individual day, as such is more
applicable to very short term (3 and 5min) trades, and not 60-min trades that tend to run
over a period of days rather than hours...

OK, but what about the rally up into this high ?
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Russell Index 5min Chart:
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Dow Jones 5min Chart:
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As | have already said, Friday was a very very good day with a number of very profitable
trades. | have included just two of them on the prior page, on the 5min AB (Russell Index)
and 5min YM (Dow Jones mini). As you can see, these were both very good looking TS1
buy set-up where the blue (buy) bar nailed the very bar of the corrective lows. Both set-ups
had good ABC patterns, initial R/R numbers and the $TRIN was very blue at the time. As
such, there were both very good trades and ones that you should have jumped on very
quickly. In fact | have received a number of emails from customers telling me that they
nailed these very trades on Friday themselves — so well done !

The YM then turned out to be the better trade with the rally continuing straight past the
initial profit targets to be eventually be stopped out for a profit of approximately 5x the initial
risk (ignoring slippage and commission). This was a very good trade.

But do you all see why | stress Position Sizing so much ? Because when you had a losing
trade on Thursday you should have kept this loss small and only lost 1 risk unit — for
example approx $400 (2% risk on a $20,000 account), but when this YM trade came
through you would have made a profit of approx 5 times this, or nearer $2,000 (again still
using a 2% risk on a $20,000 account). So although you had 1 loss and 1 profit you would
have made some very good money $2,000 - $400 = $1,600 profit ....... This is what
successful trading is all about, small losses and large profits !

| still find it amazing how many people come to us looking for a 70-80% successful system,
where all they are looking for are winning trades. They do not even ask (or even appreciate
how important) about the size of winners to losers. As such | hope | have demonstrated
how you do not need to have such a system, if your goal is to simply make money (and not
feed your ego), then you should focus on correctly using position sizing. This is the
fundamental part of the standard MTPredictor trade set-ups......... where we deal with
real-life trading, where losses do unfold, and then build a solid trade management (position
sizing) model with the aim of making money over time (and not just feeding your ego).

There were a number of other good set-ups on Friday, but | am running out of space in
today’s report to tell you about all of them. As such Friday was a very good day and | hope
that all the RT traders among you were able to maximise your profits and as such had a
very good end to the week ?

Lastly | would like to mention an event being held in London by one of our Partners -
Trade2Win. This is being held in London on Mar 25-26, for more information and to register
please click on this link:
http://www.trade2win.com/store/customer/product.php?productid=16238

Thanks,

Steve

Real-Time charts provided by eSignal® and TradeStation8®
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Paid advertising/sponsorship

To advertise in or sponsor the MTPredictor Reports™, please email
tony.beckwith@mtpredictor.com (Director of Sales & Marketing)

Thanks and good trading . . .

Steve Griffiths

Managing Director and developer of MTPredictor
MTPredictor Ltd.

www.mtpredictor.com

U.S. Government Required Disclaimer - Commodity Futures Trading Commission Futures and Options trading has large
potential rewards, but also large potential risk. You must be aware of the risks and be willing to accept them in order to invest
in the futures and options markets. Don't trade with money you can't afford to lose. This is neither a solicitation nor an offer to
Buy/Sell futures, stocks or options on the same. No representation is being made that any account will or is likely to achieve
profits or losses similar to those discussed on this web site. The past performance of any trading system or methodology is
not necessarily indicative of future results.

CFTC RULE 4.41 - HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE CERTAIN LIMITATIONS.
UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED RESULTS DO NOT REPRESENT ACTUAL TRADING.
ALSO, SINCE THE TRADES HAVE NOT BEEN EXECUTED, THE RESULTS MAY HAVE UNDER-OR-OVER
COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN MARKET FACTORS, SUCH AS LACK OF LIQUIDITY.
SIMULATED TRADING PROGRAMS IN GENERAL ARE ALSO SUBJECT TO THE FACT THAT THEY ARE DESIGNED
WITH THE BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS
LIKELY TO ACHIEVE PROFIT OR LOSSES SIMILAR TO THOSE SHOWN.

NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL, OR IS LIKELY TO ACHIEVE PROFITS OR
LOSSES SIMILAR TO THOSE DISCUSSED WITHIN THIS SITE, SUPPORT AND TEXTS. OUR COURSE(S), PRODUCTS
AND SERVICES SHOULD BE USED AS LEARNING AIDS ONLY AND SHOULD NOT BE USED TO INVEST REAL
MONEY. IF YOU DECIDE TO INVEST REAL MONEY, ALL TRADING DECISIONS SHOULD BE YOUR OWN.

MTPredictor, Isolation Approach, Techniques Curve & MTPredictor reports are trademarks of MTPredictor Ltd. All
other trademarks and brands may be the property of their respective owners. © MTPredictor Ltd. 2001 - 2006. All
rights reserved.
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