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This Graph shows the momentum line in light blue. The momentum indicator moves
through an entire cycle faster than all other indicators, usually in just a few days.

We will use the momentum line the way we use all other indicators, but it closely
matches the short-term indicator for usefulness. Like the short-term line, the
momentum line can help us find valid entry points during pullbacks in a trending
market. We won’t use it as an indicator unless it lines up with the short-term indicator.
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Putting It All Together: A Buying Opportunity
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Profiting in a Rising Market

QLD iProShares Uttra Q@3 Fund) NYSE ® StockCharts.com
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From its low of 1,040.41 on March 9, the NASDAQ market soared 38% in less than two
months to 1,435.80 on May 6.

Even more important, one of the stocks we use to follow the NASDAQ, known as the

QLD, was up from around $20 per share to about $36 per share. That’s an impressive
75%-80% gain within 60 days.

Putting It All Together: Time for Caution
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With the intermediate line deep in the upper reversal zone, both the short-term and
momentum indicators spiked above 80 on May 4. It was a clear signal that a pullback
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Profiting in a Pullback
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Set Your Goals and Practice Them
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Stocks Options Futures 1 Beta 2-3X Beta
Long/Short ETF's ETF's
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o! Set a profit target
o! If you don’t know how to set a target or stop order, see “Setting Targets
and Stops”, a brief tutorial available for download at the website

Il Be patient once you’re in a trade—Let your winners run

Il Consider “legging out” of trades

o! Take 50% profits at your target
o! Let the rest of your trade run
o! You don’t have to be “all in” or “all out”

1 Close out your trade when The Market Forecast signals a reversal

o! Using the system and following the signals will lead to greater consistency
and open up more profit potential for you

Read The Market Forecast commentary each day to get Stephen’s insight on what the

Forecast is indicating for that day and the next few trading sessions. As the developer
of the indicators, Stephen has perspective on the Forecast that will help you clarify and
understand the markets, and your trading, in a way you have never experienced before.

You have begun an exciting new phase of your investing. Using The Market Forecast
regularly should raise your confidence in your ability to make correct trading decisions
and increase the number of winning trades in your portfolio. Follow the simple 4-week
action plan outlined below to use all you have learned.

Good trading!
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Reversal Zone—The area on the Forecast Graph above 60 or below -60. The deeper
into the reversal zone the indicator lines move, the more likely we will see strong
reversal in the near future.

Scalping—Very short-term trades that may only last a few seconds, with profit
targets of only a few ticks.

Stop-Loss Order—An electronic instruction you give your online broker when you

enter a trade that sets the amount of loss you are willing to accept before closing a

losing trade. Once the price level has been reached, without any further instructions
from you the trade will be closed automatically.

Swing Trading—A medium-term style of trading where trades are held for periods
from one day to several weeks. This style of trading is similar to the day trading style,
in that many of the same trading systems can be used, but the difference is that the
chart time frame would be much longer (e.g. daily charts instead of 15 minute charts)
and trades are not closed by the end of trading but will often stop out and reverse at
counter trend moves. Swing trading generally requires a larger stop loss than day
trading.

Target—The price at which you have met your profit goal and are willing to close the
position. A target most often takes the form of a limit order placed with your broker
when you enter the trade. Once the price has traded at the limit price you set, your
position will be closed.

Trend—The overall direction of the market during a given time frame. The trend can
be up, down or flat. For users of The Market Forecast, we use the long-term indicator
and the intermediate indicator to define our trend. We can also use a moving average
to define the trend.
! " #$%&' means the market is generally moving up during the time being
evaluated
() * &#$%E&' means the market is generally down during the time being
evaluated
+,- ). &#98%,/ $9&' is a smaller periodic movement against the trend. It may be
a brief dip in an uptrend, or a brief rally in a downtrend. Also known as a
pullback.
+,0. 12345 is the same as a counter trend.

Trend Trading—Long-term trades that may last any period from several days to
several months, with the focus on the trend. Trend trading is performed using slower
technical indicators, with trades that ride out smaller counter-trend moves. Trend
trading requires a larger stop than swing trading.

Uptrend (see Trend)—The market is generally moving up during the time being
evaluated
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