


level perfectly hit. However, as long as it
is not violated by a huge margin, it is still
good to watch these levels/areas for pos-
sible market reversal.

In Figure 4, I am sharing an example of
a symmetry projection on a daily CAD
chart. My definition of symmetry is simi-
larity or equality with a prior swing in the
market. Since the market was trending
up, I was comparing the decline from the
January 11, 2007 high with a prior cor-
rective decline that was made between
December 18 and December 20, 2006.
Since many corrective moves tend to be
of similar size, using the 1.0 setting of the
projection tool to compare these swings
helps me set up an entry in the market in
the direction of the main trend. Notice
that the prior high to low swing was 160
points. This projects possible support in
the area of 1.1644. The actual low for
the move was at 1.1646 or 158 points
from the prior high made on January 11,
2007.

Now that we have looked at these individ-
ual price relationships, let’s look at an ex-
ample of how you can look at a clustering
of price relationships to identify a stan-
dout price decision zone in the market.
Single Fibonacci price relationships can
still turn a market, though I find when
these price relationships come together
within a relatively tight range, they iden-
tify the standout support or resistance in
a market.

Let’s review an example of a Fibonacci
price cluster in the Euro.

By the middle of August 2007, it seemed
that a relatively important high was in
place in the Euro from late July. As a
technician, you would likely be playing
the short side of this market in August
and reaping the benefits. Something else
you would likely want to know as an ana-
lyst is when this move to the downside is
likely to terminate.

In Figure 5, you are looking at the daily
chart in the Euro in the month of August.
Would you dare to try to catch a falling
knife looking at this chart pattern?

No sane trader steps in front of a freight
train like this without a reason. Figure
6 illustrates the price cluster zone that
developed in this market that could have

FR 'frdSec-2007 L0013 1L00F2 0.9901% 09540 -0.006% - 50 SO0 mat |
FRNa TRIr ik, LRl
u'.“'lﬂﬁ u?ﬂ.tm l..l._hl.lmﬂ
b v

high

I {l f .
AL
ﬂ[m W

high } | e -
i [if }

I IIIH I Price Projection [

=

[ h -

Figure”4 ST

TR AO-TED =101 =]
FR P85 2007 14140 L4378 14065 14355 00118 * - ET T

ah
W | Www [=

Catch a falling knife?

13300

B W A 1 W 3 Mey 1 8 M e

Figure 5

given a heads up that the decline could be
terminating soon.

In the price range between 1.3320 and
1.3359, there was a rather healthy price
cluster in the Euro that included the coin-
cidence of at least six price relationships.
This clustering of relationships warned us
of the potential termination of the decline
in the Euro market. These relationships
were:
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.236 retracement 1.1639 low to 1.3852
high = 1.3330

.382 retracement 1.2459 low to 1.3852
high = 1.3320

.50 retracement 1.2866 low to 1.3852
high = 1.3359

1.0projection 1.2323 high to 1.1827 low
from 1.3852 high =1.3356
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Figure 7

1.0projection 1.2980 high to 1.2459 low
from 1.3852 high = 1.3331

1.0projection 1.3369 high to 1.2866 low
from 1.3852 high = 1.3349

Even though this price cluster zone was
identified early, it is still not a good idea
to step in front of the proverbial freight
train. First, we would see if the decline
stalled or stopped around this key price
decision zone. Then, we would look to
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see if there was a price reversal trigger to
enter the market on the buy side. Figure
7 illustrates the result of the price cluster
setup. The actual low was made at 1.3361,
which was just two pips above the high
end of the zone and as they say this was
“close enough for government work”.

As of the submission of this article, the
Euro has rallied 917 pips from the price
cluster low.

This particular example of a price
cluster zone included only price re-
tracements and projections. There
were no price extensions. Note that
a price cluster can include the coin-
cidence of any of these three types of
price relationships. It can be three
retracements or a retracement, an ex-
tension and a projection. It can also
be more than three price relation-
ships. Let’s say a price cluster zone
includes six price relationships as in
the Euro example. This does not
mean that the zone is any more likely
to hold. It just means that this is an
important decision area in the mar-
ket. If such a large zone holds, it is
likely to produce a tradable reaction.
If this same type of zone is violated,
it votes for a continuation and possi-
ble acceleration of the trend until the
next meaningful price decision is met
and tested.
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