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Welcome to TRIGGER$ Free Public Edition of our December 201 3

publication.

While the purpose of the Public Edition is to showcase the

Subscribers Edition, the Public Edition is being built as a stand-

alone product. The primary difference betwen the two editions is the

amount of infomation included from Gordon T Long, Market Research & Analytics. Only a

portion of this material is inclded in the Public Edition.

One complete article from Gordon and previews of his other work can be found, as well as a

random selection of other charts and analysis from him are also included each month.

Goldenphi also includes some of his material that can be found throughout each issue. S&P – A

Closer Look & SIlver wil l always be shared and occasionally more than just a preview of the

Traders Mentor section. Media Matrix has been showing up with ful l content as well .

The Public Edition is sti l l new and growing. We plan to continue to expand what we offer in this

edition, so make sure to keep checking back each month and see what we have done!
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Welcome to TRIGGER$! DECEMBER 201 3 VOL.III, ISSUE #12

Thank-you for your interest in TRIGGER$! Each month we bring you a ful l
report on economic and market analysis to consider for your due dil igence.

In his cover article this month Gordon discuss Liquidity, Credit & Debt; i ts
effect on the market and what we can be expecting in the near future. His

Feature Melt-Up Monitor takes a look at the current conditions and where they are saying we
need to move next.

Shane Obata-Marusic provides some research on the current state of inflation, what it may
really be, and some alternative methods to figuring it out.

Due to readers request, I revisit Technical Triggers and discuss them using examples from our
new chart format in this months Mentor.

Media Matrix provides a treat this month with three mini documentaries on Quants & High
Frequency Trading. Think you know what is going on in the markets? You may be surprised.

All the regular sections and research derived from Gordon T Long’s MATA research and more
are here as always to add to your perspective of the current global market conditions.

Thank-you &
Good Trading!
GoldenPhi

TTRRIIGGGGEERR$$ MMeedd ii aa PPuubbll ii ccaattii oonnss II nncc..

FFoorr aall ll ii nnqquu ii rrii eess ,, ccoommmmeenn ttss aanndd ccoonn ttaacctt ppll eeaassee ffeeeell ffrreeee ttoo eemmaaii ll uuss aatt::

MMaaii nn ccoonn ttrrii bbuu ttoorr :: GGoorrddoonn TT.. LLoonngg MMaarrkkeett RReesseeaarrcchh && AAnnaall yyttii ccss
PPuubbll ii sshheerr && EEdd ii ttoorr :: GGooll ddeennPPhh ii
AAnnaall yyttii ccaall SSuummmmaarrii eess :: GGooll ddeennPPhh ii
CCoonn ttrrii bbuu ttii nngg AAuu tthhoorr:: SShhaannee OObbaattaa--MMaarruuss ii cc

ggoollddeennpphhii@@ttrriiggggeerrss..ccaa

Welcome Welcome

CCaannaaddiiaann
SSoocciieettyy ooff
TTeecchhnniiccaall
AAnnaallyyssttss
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TRIGGER$ publications combine both Technical Analysis and Fundamental Analysis
together offering unique (and often correct) perspectives on the Global Markets. The
‘backbone’ of this research is done by “Gordon T. Long, Market Research & Analytics”
which is subscribed to by Professional Managers, Private Funds, Traders and Analysts
worldwide. Every month “Market Research & Analytics” publishes three reports totalling
more then 380 pages of detailed Technical Analysis and in depth Fundamentals. If you
don’t find our publication detailed enough, we recommend you consider theirs in addition
to this one.

For the rest of us, TRIGGER$ offers a ‘distil led’ version of the 380 pages in a readable
format for use in your daily due diligence. Read and understand what the professionals
are reading without having to be a Professional Analyst or Technician.

SSuucccceessssffuu ll ll yy nnaavviiggaattii nngg ttooddaayyss mmaarrkkeettss rreeqquu ii rreess iinnffoorrmmaattiioonn ffrroomm aa bbrrooaadd vvaarrii eettyy ooff
ssoouurrcceess.. TTrriiggggeerrss eexxaammiinneess ii tt aall ll .. FFrroomm MMaaccrroo GGeeoo PPooll ii ttii ccaall ttoo ddaaii ll yy eevveennttss;; yyeeaarrllyy ccyycclleess
ttoo bbrreeaakk oouutt ppooiinnttss oonn aa mmiinnuuttee cchhaarrtt:: wwee llooookk aatt aanndd aannaallyyzzee aass mmuucchh ooff tthhee iinnffoorrmmaattiioonn
aass ppoossssiibbllee,, ppuu ll ll ii nngg oouutt tthhee rreelleevvaanntt aanndd gg iivviinngg yyoouu wwhhaatt yyoouu nneeeedd ttoo kknnooww ttoo mmaakkee tthhee
rriigghhtt ddeecciissiioonnss oonn aa ddaaii ll yy bbaassiiss..

AAnn iinn ii ttii aall oorr ‘‘bbeegg iinnnn iinngg ’’ ppuubbll ii ccaattiioonn ooccccuurrss eevveerryy mmoonntthh ,, bbootthh iinn aa pprriinnttaabbllee ppddff aass wweell ll aass
oonn ll ii nnee.. FFrroomm tthheerree,, tthhee oonn ll ii nnee vveerrssiioonn iiss uuppddaatteedd ddaaii ll yy wwii tthh ccuurrrreenntt eevveennttss,, cchhaarrttss,, nneewwss
aanndd aannyy rreelleevvaanntt iinnffoorrmmaattiioonn ppeerrttaaiinn iinngg ttoo ttrraadd iinngg .. TThhee ccoommpplleetteedd vveerrssiioonn ooff tthhee
ppuubbll ii ccaattiioonn iissnn ’’ tt aaccttuuaall ll yy ddoonnee uunnttii ll tthhee llaasstt ddaayy ooff uuppddaatteess –– wwhhiicchh ooccccuurrss rriigghhtt uupp uunnttii ll
tthhee ppuubbll ii ccaattiioonn ooff tthhee nneexxtt ii ssssuuee..

AAss wweell ll aass tthhee TTrraadd ii ttiioonnaall MMeetthhooddss ccoommmmoonn llyy uusseedd ,, ““MMaarrkkeett RReesseeaarrcchh && AAnnaallyyttii ccss”” hhaass
ddeevveellooppeedd ““pprroopprrii eettaarryy aannaallyyttii ccss”” ffoorr bbootthh TTeecchhnn iiccaall aanndd FFuunnddaammeennttaall AAnnaallyyssii ss aanndd hhaass
ddeessiiggnneedd aa mmeetthhooddoollooggyy ttoo ccoommbbiinnee tthhee ttwwoo wwhheerreebbyy tthhee ssyynntthheessii ss ddeell ii vveerrss aa ttrruu llyy
uunn iiqquuee aanndd ffoorrwwaarrdd tthh iinnkkiinngg aannaallyyssii ss tthhaatt gg iivveess ccuuttttii nngg eeddggee iinnssiigghhtt..

“Techni-Fundamentalism”

Techni -
Fundamentalism

Techni -
Fundamentalism

www.triggers.ca
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Cover
Story

(cont pg.5)

I t is important to understand and ful ly appreciate how perceptions of FLOWS have now got

control of the global financial market.

We need to consider where the Risks are. To understand risks and flows better we wil l examine:

o Liquidity

o Credit and

o Debt

December, 2013 - Public Edition
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In the new world dominated by Fiat Currencies and Debt, Liquidity is Credit and Credit is Debt.

Credit and Debt are used interchangeably as simply the opposite sides of the same coin, but

there are important differences and the distinctions are critical.

TTEERRMMIINNOOLLOOGGYY

LIQUIDITY: This is the DEGREE or EASE with which an asset or security can be bought or sold

in the market without affecting the asset's price. Liquidity is characterized by a high level of

trading activity. Assets that can be easily bought or sold are known as liquid assets. This abil ity

to convert an asset to cash quickly can also be thought of as "marketabil ity."

CREDIT: The term refers to the borrowing CAPACITY of an individual or company. This is a

contractual agreement. The amount of money available to be borrowed by an individual or a

company is referred to as credit because it must be paid back to the lender at some point in the

future. For example, when you make a purchase at your local mall with your VISA card it is

considered a form of credit because you are buying goods with the understanding that you'l l

need to pay for them LATER.

DEBT: Is the AMOUNT of money borrowed by one party from another.

FFLLOOWW

(cont pg.6)

FLOWS: Liquidity, Credit & Debt (cont. )

“Liquidity is Credit is Debt”

LIQUIDITY The DEGREE or EASE with which assets or securities can be

bought or sold is about POLICY. I t is about Monetary, Fiscal and

Public policies set by authorities in control of these policies. These

policies no longer have the policing restrictions they once did

before governments unilateral ly, without a plebiscite of the

electorate moved to FIAT Currencies which are backed by nothing

other than the credit and good faith of the government or more

specifical ly, the tax payer.

December, 2013 - Public Edition
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(cont pg.8)

FLOWS: Liquidity, Credit & Debt (cont. )

CREDIT Credit as the borrowing CAPACITY of an individual or company

has historical ly been determined by banking REGULATION based

on lending requirements such as Capital Ratios, Reserve Ratios,

Capital classifications and other enforced controls. Today however

we have a $72 Tri l l ion Global Shadow Banking System operating

that is basical ly unregulated and opaque which uses esoteric

structures such as SIV (Structured Investment Vehicles),

Securitization Instruments such as MBS & ABS (Asset Backed

Securities), Offshore and other off balance sheet instruments

employing terminologies such as Contingent Liabil ities, Repos,

Rehypothecation, Collateral Transformations etc. As banks create

money out of thin air by means of the fractional reserve banking

system, credit is l ikewise conjured up with even greater ease.

DEBT Debt as the AMOUNT of money actual ly borrowed by one party from

another is determined by the economic capabil ities of supporting the

debt borrowed. We are talking total debt which includes Public,

Private and Household debt. I t also includes Off Balance Sheet and

Contingent Liabil ity debt (though this is never reported or visible).

This is because the economy must support this debt and the

l iabi l ities which come with it existing.

Our DEBT BASED ECONOMIC SYSTEM has become FUELED by CREDIT and the LIQUIDITY

that al lows the degree and easy by which it FLOWS.

MMOONNEETTAARRYY MMAALLPPRRAACCTTIICCEE

What few appreciate and must be understood is that it must be extremely tightly control led or

you wil l get:

• Mispricing,

• Misal location of Capital and

• Mal-Investment.

• You also get Moral Hazard and

• Unintended Consequences.

After nearly 9 years of extremely low interest rates and five years of nearly zero interest rates

which should expect no less than these elements to be a major concern. They are but no one

wants to talk about them because Keynesian Economics has no answers to this and no one

December, 2013 - Public Edition
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(cont pg.9)

FLOWS: Liquidity, Credit & Debt (cont. )

knows what else to do. That doesn’t mean it doesn’t exist with al l its consequences as I have

outl ined extensively in Monetary Malpractice and Moral Malady. But let me not digress!

PPLLAAYYEERRSS && DDYYNNAAMMIICCSS

The players and dynamics at play we are famil iar with but are worth restating.

CENTRAL BANKS The central banks, which in the case of the Federal Reserve in the US are

not government apparatuses. The Fed is a quasi-government structure that is actual ly owned by

the banks. Ben Bernanke’s legal boss, are the shareholders, which are the banks. He may be

appointed by the President, approved by Congress and give testimony before Senate and House

Banking Committees but his job is the about the soundness and protection of the banks. The

economy matters only in how it impacts lending and risk. The Fed’s dual mandate of Price

Stabil ity and Full Employment are really a measure of how risky bank loans are and whether the

debt obligations can be carried by the economy. As big a subject as this is, I want to focus more

on CREDIT which is about the Commercial Banks and DEBT which is about Debtors.

December, 2013 - Public Edition
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(cont pg.10)

BANKS I want to differentiate clearly here about the difference between

• The ABILITY: TO LEND and

• The ABILITY TO BORROW versus

• The DESIRE: TO LEND and

• The DESIRE: TO BORROW.

Each of these has different control lers, metrics and ways of assessing. Obviously they all work

together but changes in anyone of these and this LIQUIDITY>CREDIT>DEBT FLOW can

suddenly stop or slow precipitously.

PUSHERS & ADDICTS

FLOWS: Liquidity, Credit & Debt (cont. )

December, 2013 - Public Edition
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(cont pg.11)

The banks as we are all aware are in the Business of Trafficking in Debt. We have become so

addicted to debt that we might want to think of banks as PUSHERS. The Private, Public and

Household sectors have become addicts, completely incapable of stopping.

Never has that age old adage been truer:

“Gold is the Currency ofKings, Silver the Currency ofMerchants

and Debt the Currency of the Poor.”

MOTIVATIONS The Motivations need to be considered careful ly. The PRICING of the DRUG

is l ike heroin. The stronger the desire and need for the drug, the higher wil l be the price and

profit.

This wil l continue unti l the inevitable happens where the addict simply is unable to PAY and must

resort to unsavory means to support the addiction. What does this mean to Credit and Debt?

Let’s look more closely.

UUNNDDEERRSSTTAANNDDIINNGG TTHHEE LLEEVVEELLSS

ABILITY TO CREATE CREDIT is about the CAPACITY. This capacity is about:

1 . Margin or Leverage and

2. Collateral.

FLOWS: Liquidity, Credit & Debt (cont. )

December, 2013 - Public Edition
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THE DESIRE TO CREATE DEBT is about the LEVELS which are driven by:

1 . Sentiment or Confidence and

2. Greed and Fear or Speculation.

FLOWS: Liquidity, Credit & Debt (cont. )

What is critical to appreciate is the Transformation of Liquidity to Credit to Debt

The Transformation of Credit to Debt is Breaking Down in a couple of key areas.

(cont pg.12)

December, 2013 - Public Edition
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FLOWS: Liquidity, Credit & Debt (cont. )

(cont pg.13)

First: The Desire to lend by the banks is decidedly muted as demonstrated by the fact they have

$2T of access reserves at the Federal Reserve. They can’t find the loans that have satisfactory

lending profi les.

Additional ly, Corporations are not investing in CAPEX and are using cash flows to fund

investment or cheap commercial paper.

Second : Those trading or wildly speculating in “Paper” investments can’t find sufficient low risk

collateral that they are now resorting to strategies such as collateral transformation with the

banks to make this happen.

Credit is flowing only to the Financial Intermediaries that are trading in paper claims on wealth –

not on to the Economy that actual ly creates the wealth. I t isn’t that the banks don’t want to lend.

The growth and opportunities are not seen to be there. Simply put, there is too much mispricing,

excessive mal-investment and distorted allocation of capital.

I t is showing up with a collateral shortage.

S and this is what we need to understand:

December, 2013 - Public Edition
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FLOWS: Liquidity, Credit & Debt (cont. )

Credit is not Capital

Credit may be Money. But Money is not Capital!

Credit and currency are IOUs.

Credit and currency are only CLAIMS on wealth. These claims must be enforced by law and
hopeful ly honored. They are NOT wealth in your hand. They are not longer a store of value
when currencies can be arbitrari ly debased to avoid paying existing claim values.

Capital on the other hand is “Unencumbered” Wealth.

Capital is created not printed.

Capital is created by savings from profits.

Capital can be thought of as only being created by growing it, bui lding it or mining it.

I t is never printed!

QQUUAALLIITTYY CCOOLLLLAATTEERRAALL IISS
BBEECCOOMMIINNGG IIMMPPAAIIRREEDD AANNDD SSCCAARRCCEE

Where is the problem?

As I said, we have impaired collateral underpinning debt.

(cont pg.14)

December, 2013 - Public Edition
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(cont pg.15)

FLOWS: Liquidity, Credit & Debt (cont. )

Credit Leads the Way Today

December, 2013 - Public Edition
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END Gordon T Long
Publisher & Editor: GordontTLong.com
general@GordonTLong.com

FLOWS: Liquidity, Credit & Debt (cont. )

This is not going to end well . We are getting short term signs of this. But these are only small

degree indicators.

We have more to go in what is appearing more and more to be stages of a von Mises crackup

boom.

December, 2013 - Public Edition
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TRIGGER$, in collaberation with "Gordon T. Long - Market Research & Analytics", have thier own

unique approach to Techni-Fundamental Analysis. The material found in TRIGGER$ are the

conclusions of a multi-perspective methodology boiled down to its final essence. This

methodology includes the following analytical approach:

Time Frame Duration Approach Key Tools

sshhoorrtt -- tteerrmm lleessss tthhaann 9900 ddaayyss TTeecchhnn iiccaall AAnnaallyyssii ss EEll ll ii ootttt WWaavvee PPrriinncciippaall ,,

WWDD GGaannnn ,, JJDD HHuurrsstt,,

BBrraadd lleeyy MMooddeell ,, PPrroopprrii eettaarryy

MMaannddeellbbrroott FFrraaccttaall GGeenn ..

ii nntteerrmmeeddiiaattee 11 22 mmoonntthhss RRiisskk AAnnaallyyssii ss GGlloobbaall --MMaaccrroo AAnnaallyyssii ss

TTiippppiinngg PPoonnttss -- PPiivvoottss

lloonnggeerr tteerrmm 11 88 mmoonntthhss ++ FFuunnddaammeennttaall AAnnaallyyssii ss FFiinnaanncciiaall MMeettrrii ccss

TThhee GGlloobbaall --MMaaccrroo AAnnaallyyssii ss wwhhiicchh iiss ssoo pprreevvaalleenntt iinn oouurr aarrttii ccll eess aanndd oonn oouurr TTiippppiinngg PPooiinnttss ssii ttee,,

ppllaayyss tthhee ccrrii ttii ccaall rroollee ooff bbrriiddgg iinngg oouurr hh iigghh llyy aannaallyyttii cc TTeecchhnn iiccaall AAnnaallyyssii ss wwii tthh oouurr ddeettaaii ll eedd

FFuunnddaammeennttaall AAnnaallyyssii ss..

WWee hhaavvee ffoouunndd tthhaatt iinn tthhee sshhoorrtt tteerrmm tthhee mmaarrkkeettss aarree ddrriivveenn bbyy eemmoottiioonn aanndd sseennttiimmeenntt.. IInn tthhee

lloonnggeerr tteerrmm,, tthheeyy aarree ddrriivveenn bbyy ffiinnaanncciiaall ffuunnddaammeennttaall ss.. AAss WWaarrrreenn BBuuffffeetttt ii ss oofftteenn qquuootteedd aass ssaayyiinngg::

““ IInn tthhee sshhoorrtt tteerrmm tthhee mmaarrkkeett ii ss aa sslloott mmaacchh iinnee bbuutt iinn tthhee lloonngg tteerrmm ii tt ii ss aa wweeiigghh iinngg mmaacchh iinnee.. ”” WWee

hhaavvee ffoouunndd tthhaatt tthhee ttrraannssii ttiioonn sshhoowwss aa llaagggg iinngg ccoorrrreellaattiioonn bbeettwweeeenn cchhaannggeess iinn tthhee GGlloobbaall MMaaccrroo,,

ffooll lloowweedd bbyy CCoorrppoorraattee EEaarrnn iinnggss,, tthheenn ffooll lloowweedd bbyy tthhee sseell ll ss iiddee aannaallyysstt ccoommmmuunn ii ttyy eessttiimmaatteess..

II ff yyoouu aarree llooookkiinngg ffoorr mmoorree ddeettaaii ll tthhaann iiss pprroovviiddeedd iinn TTRRIIGGGGEERR$$,, ccoonnssiiddeerr llooookkiinngg aatt oouurr pprriimmaarryy

iinnssppii rraattiioonn :: ""GGoorrddoonn TT.. LLoonngg RReesseeaarrcchh && AAnnaallyyttii ccss"" .. WWee ddoo oouurr bbeesstt ttoo ssuummmmaarrii zzee tthh ii ss iinnffoorrmmaattiioonn

aanndd ddeell ii vveerr ii tt ii nn aann eeaassyy ttoo rreeaadd ffoorrmmaatt.. TThh iiss bbyy ii ttss vveerryy nnaattuurree ddooeessnn '' tt aall llooww uuss ttoo iinncclluuddee aall ll tthhee

vveerryy ddeettaaii ll eedd aannaallyyssii ss tthhaatt ttaakkeess ppllaaccee iinn oorrddeerr ttoo ddeell ii vveerr uuss ii ttss ccoonncclluussiioonnss..

AAll ll ii nnffoorrmmaattiioonn aanndd ccoonncclluussiioonnss ddeell ii vveerreedd iinn TTRRIIGGGGEERR$$ aarrttii ccll eess aarree aa pprroodduucctt ooff tthhee mmeetthhooddoollooggyy

oouuttll ii nneedd aabboovvee..

MethodologyMethodology

www.triggers.ca
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OOnn MMaarrkkeett && EEccoonnoommii cc II nndd ii ccaattoorrss

CCrreedd ii tt LLeeaaddss EEqquu ii ttii eess
CCrraacckk--UUpp BBoooomm
VVaalluuaattiioonnss
FFuunnddaammeennttaall ss DDiissccoonnnneecctt

Credit Leads Equities and It is Sending a Clear Message
We Are Seeing Signs of a Potential Crack­Up Boom in Equities
When Valuations No Longer Matter – A Correction Usually Follows
Euphoria and Complacency Need Serious Consideration
We are within 5­6 months of a Multi Decade Top and Market Reversal
Some Things in the Near Term Are Eerily Familiar
Markets Have Disconnected from All Basic Fundamental

Valuation Measures
Margin Debt is at a Peak (Again)
Earnings are falling With a Q4 "Hockey Stick" To Come
Most Sentiment Indicators Are Rolling Over Again

(History Tells Us to be aware of this)

December, 2013 - Public Edition
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SSUUBBSSCCRRIIBBEE
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(cont pg.19)

SShhaannee OObbaattaa--MMaarruussiicc

IISS IINNFFLLAATTIIOONN UUNNDDEERRSSTTAATTEEDD??

11)) VVEESSTTEEDD IINNTTEERREESSTTSS

I t’s ironic that in a day and age where Keynesian economics is the “accepted view” we sti l l don’t

pay enough attention to what Keynes said about inflation.

The problem today is that some people believe inflation is lower than it actual ly is.

The Consumer Price Index CPI is used to measure the cost of maintaining a certain standard of

l iving. Now it measures the cost of maintaining a certain level of satisfaction.

In real ity, the purchasing power of the consumer dollar is tanking and the prices of many goods,

services, and assets are increasing in price. The end result is that the consumer is suffering. By

creating incredible amounts of money, the central banks of the world are debasing the currencies

that they issue. In other words, the value of al l of existing dollars is reduced when new dollars

are supplied.

Keynes on Inflation

December, 2013 - Public Edition
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Is Inflation Understated? (cont)

(cont pg.20)

This is translating to a lower quality of l ife for more Americans. When one examines real median

household income – which was down to $51 ,000 in 201 2 from $56,000 in the year 2000 – this

becomes evident.

December, 2013 - Public Edition
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(cont pg.21)

Is Inflation Understated? (cont)

Before we continue, let’s make something clear. The year over year rate of increase in inflation

has been in a downtrend for some time. Therefore, it’s reasonable to conclude that disinflation is

a real risk.

That said, because of the presence of the central banks, it’s unl ikely that deflation wil l become a

real problem.

The CPI affects the economy because cost of l iving adjustments to social security, federal

civi l ian and mil itary retirement, and supplemental security income are tied to it. I t’s also used to

index income tax parameters, TIPS, and some federal contracts.

I f the CPI is so important then why does it understate inflation?

That question brings us to the government’s “inflation dilemma”. The US government has 1 of 2

choices: either it can 1 ) mislead its citizens by understating inflation or 2) release accurate

inflation data thereby increasing social benefit obl igations. This is a lose-lose situation because,

unfortunately, both choices only serve to perpetuate an already insurmountable debt problem.

December, 2013 - Public Edition
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(cont pg.22)

Is Inflation Understated? (cont)

So why is it important to know that inflation is understated? Because, as Keynes said in the

opening quote, inflation is essential ly a means by which wealth – in the form of real assets such

as real estate, businesses, stocks, and bonds - is transferred from the poor and the middle class

to the rich. As asset prices inflate, the rich get richer. This al lows them to purchase even more

assets. At the same time, the poor and middle class become worse off because they have fewer

assets and more debt.

December, 2013 - Public Edition

www.triggers.ca


2222

Economic & Technical Analysis for the Active Trader

www.triggers.cawww.triggers.ca

(cont pg.23)

Feature Article Feature Article

Is Inflation Understated? (cont)

source

Due to the fact that the CPI understates actual inflation, low and middle income individuals are

struggl ing to keep up with the rising costs of l iving. As a result, more and more people are

relying on the government for support.

Inflation is only “low” because of how it’s calculated. Since the 1 980s, the US government has

made many changes to how the CPI is calculated. These changes have resulted in an index

that no longer accurately represents how expensive it is for people to l ive.

December, 2013 - Public Edition
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(cont pg.24)

Feature Article Feature Article

Is Inflation Understated? (cont)

In the early-1 990’s, political Washington moved to change the nature of the CPI. The

contention was that the CPI overstated inflation (it did not allow substitution of less-

expensive hamburger for more-expensive steak). Both sides of the aisle and the

financial media touted the benefits of a “more-accurate” CPI, one that would allow

the substitution of goods and services.

The plan was to reduce the cost of living adjustments for government payments to

Social Security recipients, etc. The cuts in reported inflation were an effort to reduce

the federal deficit without anyone in Congress having to do the politically

impossible: to vote against Social Security. The inflation-calculation changes had

the further benefit to government fiscal conditions of pushing taxpayers artificially

in to the higher tax brackets, thus increasing tax revenues. The changes afoot were

publicized, albeit under the cover of academic theories. Few in the public paid any

attention.

Federal Reserve Chairman Alan Greenspan and Michael Boskin, then chairman of

the Council of Economic Advisors, were very clear as to how changing or

“correcting” the CPI calculations would help to reduce the deficit. As described at

the time by Robert Hershey of the New York Times, “Speaker Newt Gringrich,

Republican of Georgia, suggested this week that fixing the [CPI] index, with its

implications for lower spending [Social Security, etc.] and higher revenue [tax

bracket adjustments], would provide maneuvering room for budget negotiatorsO”

The Way The Politicians Wanted It

John Williams'
Shadow Governement Statistics

PDF pg.4

The Boskin Commission estimates that the cumulative effects of a 1% bias (to the upside) would

have added 1 tri l l ion dollars to national debt in between 1 997-2008; clearly, this was an incentive

to lower the reported state of inflation

22)) PPRROOBBLLEEMMSS WWIITTHH TTHHEE CCPPII

I f the CPI understates inflation then why is it so widely used and referred to? Probably because

it’s accepted as “the best measure of inflation that exists”.

In terms of measurement, the CPI has 3 main problems: 1 ) hedonics, 2) substitution, and 3)

understated costs.

1 ) Hedonic Adjustments are meant to account for changes in the quality of goods and

December, 2013 - Public Edition
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(cont pg.25)

Feature Article Feature Article

Is Inflation Understated? (cont)

services. The concept of adjusting prices for changes in quality makes sense. That said, the

process is too subjective and is far from perfect.

Some examples:

New computer features were deemed quality improvements, with downside price

adjustments made in the CPI for the changes, even though a consumer may not

have wanted or used the features

The consumer still had to buy those features and pay full cost out-of-pocket,

irrespective of what the government determined those products were generating

in purported hedonic quality benefits that the consumer was not considering or

using.
John Williams'

Shadow Governement Statistics
PDF pg.6

more issues related to subjectivity:

- where does a good stop being a variety of a given product class and become a product

on its own? – ex: Toyota corol las and Toyota camrys.

- when it comes to a good or service’s characteristics, who’s judging their uti l i ty? The

consumer or the producer or both?

- how can someone accurately determine the “quality” of novel or intangible items?

- what if the ratio of prices does not = the ratio of qualities?

Examples:

1 ) if an old product is discounted and a new product is introduced at an unusually high price

2) if an item is introduced into the market at an unreasonably low price in order to induce

demand and then subsequently increases in price during a return to normal market conditions

3) when a new item is not comparable to an old item

December, 2013 - Public Edition
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(cont pg.26)

Is Inflation Understated? (cont)

and one final comment on inflation:

The take away point here is not that hedonics is a bad concept but that a lot of subjectivity is

involved in calculating hedonic adjustments. I t’s a confl ict of interest for the Bureau of Labor

Statistics (BLS) to calculate the CPI because it’s in the government’s interest to lower social

benefit payments. As a result, the BLS’s inflation data are questionable.

2) Substitution may reflect changes in consumption patterns. That said, the concept of

substitution invalidates the CPI as a measure of the cost to maintain a certain standard of l iving.

Ex: if Bob eats steak every day for a year but is then forced to switch to chicken because of

rising beef costs then it’s plausible to think he’s maintained the same level of uti l i ty. That said,

one cannot argue that he’s maintained the same standard of l iving if he’s forced to substitute

steak for a lesser alternative.

BLS introduced: More frequent re-weightings of the CPI index from every ten

years to every two years, which moved the CPI closer to a substitution-based

index, but the change was not considered a change in methodology.

BLS introduced: On-going re-weightings of sales outlets (discount/mass-

merchandisers versus Main Street shops), also moving closer to a substitution-

based index and creating other constant-standard-of-living issues.

John Williams'
Shadow Governement Statistics

PDF pg.5

December, 2013 - Public Edition
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(cont pg.27)

Is Inflation Understated? (cont)

3) If the BLS was actual ly trying to measure the cost of home ownership then their measure

of housing inflation – the Owner’s Equivalent Rent (OER) – would include property taxes,

maintenance costs, and insurance. The next best option would be to use the actual price of

home. The OER is even less realistic as it measures “how much someone’s house would rent

for monthly, unfurnished and without uti l i ties.

“the problem with this hypothetical approach to measuring a significant portion ofCPI is obvious

at best. At worst, it’s somewhat disturbing in today’s information age where actual home price

data are readily-available at the mere stroke of a key. The “corrected” CPI measure clearly failed

to predict an incredible amount of home price inflation which ultimately led to the biggest

housing bubble in the history of the world.”

A lower OER leads to a lower CPI . This in turn leads to lower rates which lead to an even lower

rate of growth in OER; it’s a negative feedback loop. What’s more is that the OER is the single

largest component of the CPI !

FORBES

December, 2013 - Public Edition
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(cont pg.28)

Is Inflation Understated? (cont)

FORBES

The CPI also fai ls to reflect higher costs in other areas such as energy, tuition, medical care, and

food and beverages. Here is a chart that demonstrates how the CPI underestimates inflation:

December, 2013 - Public Edition
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(cont pg.29)

Is Inflation Understated? (cont)

Lastly, it’s important to the note that the CPI doesn’t include taxes - which have grown from 5%

in 1 91 3 to over 30% in 201 3. I t doesn’t make sense that the CPI doesn’t include such a

significant expense. Thus, the CPI is flawed as a measure of maintaining a certain standard of

l iving.

33)) AALLTTEERRNNAATTIIVVEESS TTOO TTHHEE CCPPII

The fol lowing section wil l examine multiple alternative measures of inflation. I t is not that any or

al l of these measures are perfect, it’s that the actual rate of inflation is higher than the CPI says it

is. As a reminder, at its current levels, the CPI indicates that inflation is running at around 1%

year over year.

1 ) Shadow Stats:

According to Shadow Stats, the CPI understates inflation by around 3% and 7% for the 1 990s

and 1 980s based shadow stats alternatives respectively.

December, 2013 - Public Edition
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(cont pg.30)

Is Inflation Understated? (cont)

CPI Year-to-Year Growth

The CPI-U (consumer price

index) is the broadest measure of

consumer price inflation for goods

and services published by the

Bureau of Labor Statistics (BLS).

While the headline number

usually is the seasonally-adjusted

month-to-month change, the

formal CPI is reported on a not-

seasonally-adjusted basis, with

annual inflation measured in

terms of year-to-year percent

change in the price index.

In the charts to the right we show

two SGS-Alternate CPI estimates:

One based on the pre-1 990

official methodology for

computing the CPI-U, and the

other based on the methodology

which was employed prior to

1 980.

Please note: Our Data Download

is currently only providing the

1 980-Based numbers, but 1 990-

Based numbers wil l be introduced

shortly.

2) Chapwood index:

In 201 2, the average inflation rate for the top 30 cities – ranked by population – was approximately

11 % - or more than 3x higher than what the CPI was.

December, 2013 - Public Edition
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(cont pg.31)

Is Inflation Understated? (cont)

December, 2013 - Public Edition
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(cont pg.32)

Is Inflation Understated? (cont)

3) The EPI (Every day Price Index):

As you can see in the fol lowing chart, the CPI and EPI tracked relatively closely unti l the early

2000s. At that point in time, the 2 measures began to diverge. Since 1 987, the EPI and CPI

have increased by approximately 1 40 and 11 0 percent respectively. In other words, the EPI

suggests that cumulative inflation from 1 987 to the present is 30% higher than the CPI would

suggest.

December, 2013 - Public Edition
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(cont pg.33)

Feature Article Feature Article

44)) CCOONNCCLLUUSSIIOONN

Inflation is higher than the CPI says that it is and most people are aware of that. I f you ask your

friends and family whether or not they’ve noticed a general increase in prices then they’l l say

yes. As noted above, both food and beverages and energy costs have risen in price

dramatical ly. Why is that important? Because the majority of people are exposed to one or both

of those costs on a regular basis.

You can argue the magnitude of the inflation understatement but you can’t argue that the official

numbers are accurate.

Under reporting inflation has led to many predictable outcomes.

Americans are accumulating debt, reducing their spending, relying on government transfers, and

searching for yield because the cost of l iving is going up.

Is Inflation Understated? (cont)

December, 2013 - Public Edition
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Feature Article Feature Article

A repressed CPI also has many effects on the financial markets.

1 ) I t provides justification for artificial ly low interest rates and QE
2) I t leads to the perception that the USD is holding its value and
3) I t leads to overstated real returns in stocks and especial ly bonds

In conclusion, inflation is the means and a wealth transfer from poor and the middle class
to the rich is the end.

Don’t be fooled by people who claim that there’s no inflation.

Although disinflation is – at present – a real risk, cumulative inflation is still drastically
reducing the consumer’s purchasing power.

Bonus – more on inflation:

“the main issues with the CPI and why it’s not correct”

“the CPI and it’s problematic issues”

“inflation propaganda exposed”

“Ron Paul exposes the fed-driven erosion of US living standards”

Is Inflation Understated? (cont)
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S&P Long­Term View

Boundary Conditions

Channels & Regressions

Gann Analysis

EEll ll ii ootttt WWaavvee CCoouunntt
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S&P Long­Term View II

eSignal.com

The chart of the weekly long term perspective above is the view we have been fol lowing in our inter-issue
updates for some time now.

The purple channel originates from the lower trend support. The lower trend support starts back in 1 982
(not shown) and extends as we can see it.

We can see the next potential target at the channel top. The current red wedge pattern the market has
been lifting in since about 2009 hits the upper channel where we can also see a Fibonacci cluster
present. Also very close by is the next Fibonacci circle.

These all come together in roughly the same area and suggest the market could lift as high as
1 920.00, or slightly higher.

The red wedge has been lifted out of and the market has been increasing in velocity (getting
steeper). The break from the pattern had the market lift to the next resistance level (Fib).
Currently watching lower time frames to see if the market will push to the next resistance or
consolidate / pull back from here.

S&P Weekly Long Term View
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S&P Long­Term View III

YET ANOTHER POSSIBILITY IF COORDINATED CENTRAL BANK ACTIONS ARE DELAYED

Possibility of a
Lower Bottom
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www.eSignal.com

S&P ­ A Closer Look Daily View

Currently sitting at Fibonacci levels, the next resistance level (Fibonacci Cluster) for the market can be
seen at 1 ,835.50. While the yellow highl ighted Fibonacci level marks a technical trigger consideration,
the blue dashed s/r also needs to be watched. Given the current pattern we would expect to see any
further l ift continue to bounce off (consolidate from) the blue dashed s/r. Breaking through this would be
another TC as it would be an indication the market is continuing to accelerate (getting steeper).

I f resistance is found, there is potential for the market to drop back to the red dashed s/r (and lower).
The solid blue s/r has been highl ighted as a TC: we can see it was the support for the current l ift.
Breaking back through this l ikely means there wil l be more down to go. Several technical tools can be
seen prior to this, and they offer more aggressive TC’s for shorter term move considerations.

The W%R being l ifted over the -20 level indicates positive pressure, and the trend can be expected to
continue unti l we see it drop back below the -20. Note that it has turned and is warning of weakness
coming back and that we could see the -20 level break. However, unti l i t actual ly does break, a positive
trend remains.

G
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The current Market Drivers are show to the right.

They are shown in order of importance, top down, and are
what we believe to be currently driving market
movements.

Note that the SPX is the tail on the dog. As shown on the
graph, a move in the US$ will currently cause an opposite
reaction in the SPX.

Please note that these relationships are not 'tick for tick'
but show a general relationship between markets.

MATA TRIGGER$ ZONES

Market Drivers (Macro)

The MACRO TRIGGER$ Zones
are supplied to better give
subscribers a clearer warning of
potential MACROECONOMIC
shifts by large Institutional
money.

The Zones represent times when
a reversal may occur in the BIA$
towards institutional players
placing margin & leverage (RISK-
ON) or reducing their margin and
leverage (RISK-OFF).
Additionally it reflects their
potential Bia$ towards cross-
market / multi-market hedging.

These flow changes are often
correlated across markets
globally and are most easily
recognized from the weekly
charts which institutions focus
on due to the size of their
portfolio repositioning
requirements.

KKeeyy DDaatteess ttoo WWaattcchh

note that the MATA ZONES (C,D,E)
are identified on the charts

see MATA DRIVER$ & BIA$ for the
expected impact on each market;
these are also represented on the
charts via corresponding colour
zones.
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MATA DRIVER$ & BIA$

MACRO TRIGGER$ ZONE$
Macro Trigger$ Zone$ identify transitions in risk behavior often labeled Risk-On, Risk-Off. Like water
turning to ice or steam, this action is slow at first then abrupt. The exact timing appears random. Global
interconnected market relationships adjust at various speeds often leaving the low capital ization, low
volume equity markets as the last to shift compared to the massive debt market and even larger currency
markets.

Macro Trigger$ Zone$ attempt to capture these potential macro shifts in trading bands or zones. I t must be
understood that equity markets are influenced in the short term by sentiment, in the intermediate term by
risk and only in the longer term by the macro and valuation fundamentals.

However, Macro Trigger$ Zone$ transitions are often: 1 .The largest moves, 2.Most predictable, 3. Identified
on Weekly and Monthly technical chart, 4. Institutional and Fund adjustments, 5.The most profitable.
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MATA CONCEPTUAL SEQUENCE OF EVENTS

YYOOUU AARREE HHEERREE
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(cont. pg.50)

Feature Article

Gordon T Long

Feature Article

MMEELLTT­­UUPP MMOONNIITTOORR::
A Regression-to-the-Exponential Mean Now Required

EEXXPPOONNEENNTTIIAALL MMAARREEKKTT PPRROOFFIILLEESS HHAAVVEE EEMMEERRGGEEDD

WWEE AARREE HHEERREE

TTRRAADDIITTIIOONNAALL RREEGGRREESSSSIIOONN--TTOO--TTHHEE--LLIINNEEAARR MMEEAANN RREEQQUUIIRREEDD

AANN IILLLLIIQQUU IIDD NNEEAARR TTEERRMM MMEELLTTUUPP PPRROOFFIILLEE

CARRY TRADE CONSOLIDATION DRIVER:

Euro Likely to Weaken Temporarily Relative to Yen

STOXX CHART – FIBONACCI TIME EXTENSIONS

THE ONLY QUESTION : WHO IS LEFT TO BUY THIS S&P 500 MARKET?
COMPLACENCY NOW PALPABLE

EUPHORIC LEVELS EXCESSIVE

TRADING THE SHORT TERM “PRESSURE RELIEF” TRIGGER$
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CCuurrrreennccii eess && MMeettaall ss

SSii ll vveerr,, GGoolldd
EEUURR//JJPPYY
UUSS$$,, EEUURR//UUSSDD

The inlay shows what we
had given last month. The
market fol lowed the red
path, exactly (so far), and
now sits on the grey support
/ resistance zone. An ABC
count has been marked on
as a potential perspective
for the current consolidation.
Yellow highl ights mark the
significant technical trigger
considerations (TC's). More
aggressive TC's can be
seen (grey arrows),
however B may not be in and could move to the grey
dashed s/r that marks the previous low. IF it breaks
through the lower yellow TC then the consolidation has
l ikely ended and we wil l not see another l ift. The W%R is
at lower extremes and needs to l ift back upwards if we
are to see a C wave.

SSIILLVVEERR

Silver
Long-Term Daily View

LLoonngg--TTeerrmm VViieeww -- DDaaiillyy

NNeeaarr--TTeerrmm VViieeww -- DDaaiillyy

Consolidation

www.eSignal.com

www.eSignal.com

Consolidation Continues
The large black wedge pattern that can be seen to
have developed since 2003 says that si lver may sti l l
need to have another drop to reach the wedge bottom
support. A potential HPTZ has been marked where
we can see several technicals coming together
around $1 4.00. Currently in a consolidation, there
may be sti l l more up, potential ly 1 more wave, to
complete this in the short term, before the market
looks for lower support.

Consolidation

aass ooff FFrriiddaayy NNoovveemmbbeerr 2299tthh ,, 220011 33
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GGOOLLDD

LLoonngg--TTeerrmm VViieeww -- WWeeeekkllyy

NNeeaarr--TTeerrmm VViieeww -- DDaaiillyy

EEUURR::JJPPYY

US$

EEUURR::UUSS$$

LLoonngg--TTeerrmm VViieeww -- DDaaiillyy

NNeeaarr--TTeerrmm VViieeww -- DDaaiillyy

Long-Term View -Weekly

Near-Term View - Daily

Near-Term View - Daily

LLoonngg--TTeerrmm VViieeww -- DDaaiillyy
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GGOOLLDD
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BBOONNUUSS -- LLOONNGG TTEERRMM SSUUPPPPOORRTT CCOONNSSIIDDEERRAATTIIOONNSS
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MMAATTAA // GGMMTTPP

The Carry Trade Driver$

TThhee CCaarrrryy TTrraaddee DDrriivveerr$$
1100 YYeeaarr UUSS TTrreeaassuurryy NNoottee

1100 YYeeaarr UUSS TTrreeaassuurryy NNoottee
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AAsssseessssmmeenn tt

VVIIXX ­­ WWeeeekkllyy && DDaaiillyy

Weekly

Daily

aass ooff FFrriiddaayy NNoovveemmbbeerr 2299tthh ,, 220011 33

Event Risk Volatility Ahead

RISK Matrix IInntteerrmmeeddiiaattee TTeerrmm RRiisskk

RRiisskk MMaattrriixx
EEvveenntt RRiisskk VVoollaattii ll ii ttyy AAhheeaadd
AApppprrooaacchh iinngg TTeecchh BBuubbbbllee LLeevveellss
VVIIXX

Approaching Tech Bubble Levels. Already Exceeded 2007
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&& GGeenneerraa ll RReeaa ll ii ttyy

(cont pg.73)

QQUUAANNTTSS &&
HHiigghh FFrreeqquueennccyy TTrraadd iinngg

QQuuaannttss::
TThhee AAllcchheemmiissttss
ooff WWaallll SSttrreeeett

This month’s Media Matrix brings three mini-documentaries (each less than
60min) about High Frequency Trading to your attention. Discussion from the
QUANTS themselves about trading nanoseconds and the recent flash
crashes experienced on Wall St.

QQuuaann ttss aarree tthhee mmaatthh wwii zzaarrddss aanndd ccoommppuu tteerr pprrooggrraammmmeerrss ii nn tthhee eenngg ii nnee rroooomm ooff oouurr gg ll oobbaall

ffii nnaannccii aa ll ssyysstteemm wwhhoo ddeessii ggnneedd tthhee ffii nnaannccii aa ll pprroodduuccttss tthhaatt aallmmoosstt ccrraasshheedd WWaall ll SStt.. TThhee ccrreedd ii tt

ccrruunncchh hhaass sshhoowwnn hhooww tthhee gg ll oobbaall ffii nnaannccii aa ll ssyysstteemm hhaass bbeeccoommee ii nnccrreeaassii nngg ll yy ddeeppeennddeenn tt oonn

mmaatthheemmaattii ccaall mmooddeell ss ttrryyii nngg ttoo qquuaann ttii ffyy hhuummaann ((eeccoonnoommii cc)) bbeehhaavvii oouurr.. NNooww tthhee qquuaann ttss aarree aatt tthhee

hheeaarrtt ooff yyeett aannootthheerr tteecchhnnooll oogg ii ccaall rreevvooll uu ttii oonn ii nn ffii nnaannccee:: ttrraadd ii nngg aatt tthhee ssppeeeedd ooff ll ii gghh tt..

WWhhaatt aarree tthhee rrii sskkss ooff ttrreeaattii nngg tthhee eeccoonnoommyy aanndd ii ttss mmaarrkkeettss aass aa ccoommppll eexx mmaacchh ii nnee?? WWii ll ll wwee bbee

aabbll ee ttoo kkeeeepp ccoonn ttrrooll ooff tthh ii ss mmooddeell --bbaasseedd ffii nnaannccii aa ll ssyysstteemm,, oorr hhaavvee wwee ccrreeaatteedd aa mmoonnsstteerr??

AA ssttoorryy aabboouu tt ggrreeeedd ,, ffeeaarr aanndd rraannddoommnneessss ffrroomm tthhee ii nnssii ddeess ooff WWaall ll SSttrreeeett..

(select image to watch on YouTube)
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Corporate Control (cont. )

MMoonneeyy && SSppeeeedd::
IInnssiiddee tthhee
BBllaacckk BBooxx

MMoonneeyy && SSppeeeedd :: II nnssii ddee tthhee BBll aacckk BBooxx ii ss aa tthhrrii ll ll eerr bbaasseedd oonn aaccttuuaall eevveenn ttss tthhaatt ttaakkeess yyoouu ttoo tthhee

hheeaarrtt ooff oouurr aauu ttoommaatteedd wwoorrll dd .. BBaasseedd oonn ii nn tteerrvvii eewwss wwii tthh tthhoossee dd ii rreeccttll yy ii nnvvooll vveedd aanndd ddaattaa

vvii ssuuaall ii zzaattii oonnss uupp ttoo tthhee mmii ll ll ii sseeccoonndd ,, ii tt rreeccoonnssttrruuccttss tthhee ffll aasshh ccrraasshh ooff MMaayy 66tthh 220011 00:: tthhee ffaasstteesstt

aanndd ddeeeeppeesstt UU .. SS.. ssttoocckk mmaarrkkeett ppll uunnggee eevveerr..

MMoonneeyy && SSppeeeedd :: II nnssii ddee tthhee BBll aacckk BBooxx ii ss ddeevveell ooppeedd bbyy ffii llmmmmaakkeerr MMaarrii jj ee MMeeeerrmmaann ii nn ccll oossee

ccooll ll aabboorraattii oonn wwii tthh ddeessii ggnn ssttuudd ii oo CCaattaall oogg ttrreeee.. TThh ii ss eexxppll oorraattii vvee ddooccuummeenn ttaarryy ii ss aa mmaarrrrii aaggee ooff

ssttrroonngg ssttoorryytteell ll ii nngg aanndd mmeettii ccuu ll oouuss vvii ssuuaall aannaall yyssii ss.. AA rraarree ooppppoorrttuunn ii ttyy ttoo eexxppeerrii eennccee wwhhaatt ii ss

hhaappppeenn ii nngg ii nnssii ddee tthhee bbll aacckk bbooxxeess ooff oouurr rraappii dd ll yy eevvooll vvii nngg ffii nnaannccii aa ll mmaarrkkeettss..

(select image to watch on YouTube)

A thri l ler about a genius algorithm builder who dared to stand up against Wall Street. Haim

Bodek, aka The Algo Arms Dealer.

From the makers of the much-praised Quants: the Alchemists of Wall Street and Money &

Speed: Inside the Black Box. Now the long-awaited final episode of a tri logy in search of the

winners and losers of the tech revolution on Wall Street. Could mankind lose control of this

increasingly complex system?

(select image to watch on YouTube)

TThhee
WWaallll SSttrreeeett

CCooddee

END
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TRIGGER$ publications are for Educational and Entertainment purposes only.
This is not an advisory or recommendation to trade, invest or otherwise participate in the

financial markets. The Editors, Main Contributors and Publishers of TRIGGER$ are not

registered advisors nor do they give investment advice. The comments and analysis

given are an expression of opinion only and should not be construed in any manner

whatsoever as recommendations to buy or sell a stock, option, future, bond, commodity

or any other financial instrument at any time. While we believe our statements to be true,

they always depend on the reliability of credible sources. Of course, TRIGGER$

recommends that you consult with a qualified investment advisor, one licensed by

appropriate regulatory agencies in your legal jurisdiction, before making any investment

decisions, and barring that you are encouraged to confirm the facts on your own before

making important investment commitments.

OOUURR GGOOAALL ii ss ttoo bbee oonnee ooff mmaannyy ssoouurrcceess ooff iinnffoorrmmaattiioonn ,, ppaarrtt ooff yyoouurr dduuee dd ii ll ii ggeennccee aass

yyoouu nnaavviiggaattee tthhee wwoorrlldd mmaarrkkeettss.. WWee eennddeeaavvoorr ttoo ooffffeerr uunn iiqquuee ppeerrssppeeccttiivveess aanndd iinnssiigghhttss ttoo

bbee ccoonnssiiddeerreedd tthhaatt hhooppeeffuu ll ll yy eexxppaanndd tthhee wwoorrlldd aarroouunndd yyoouu aanndd aadddd vvaalluuee ttoo yyoouurr

eexxppeerrii eenncceess.. WWee bbeell ii eevvee tthhaatt iinnffoorrmmaattiioonn aanndd kknnoowwlleeddggee,, ccoommbbiinneedd wwii tthh vvaarryyiinngg

ppeerrssppeeccttiivveess,, aarree tthhee mmoosstt ppoowweerrffuu ll ttoooollss wwee ccaann eevveerr ppoosssseess.. TTRRIIGGGGEERR$$ aaiimmss aatt

aassssii ssttii nngg iinn tthhee ffoorrgg iinngg ooff tthheessee ttoooollss.. TThhee rreeaaddeerr aacckknnoowwlleeddggeess tthhaatt aannyy uussee ooff tthhee ttoooollss

oobbttaaiinneedd ffrroomm tthh iiss ppuubbll ii ccaattiioonn aarree ddoonnee ssoo ooff tthheeii rr oowwnn vvooll ii ttiioonn aanndd rrii sskk..

©© 22001122 TTRRIIGGGGEERR$$ MMeeddiiaa PPuubblliiccaattiioonnss.. TThhee iinnffoorrmmaattiioonn hheerreeiinn wwaass oobbttaaiinneedd ffrroomm

ssoouurrcceess wwhhiicchh TTRRIIGGGGEERR$$ bbeell ii eevvee iiss rreell ii aabbllee,, bbuutt wwee ddoo nnoott gguuaarraanntteeee ii ttss aaccccuurraaccyy.. NNoonnee

ooff tthhee iinnffoorrmmaattiioonn ,, aaddvveerrttii sseemmeennttss,, wweebbssii ttee ll ii nnkkss,, oorr aannyy ooppiinn iioonnss eexxpprreesssseedd ccoonnssttii ttuutteess aa

ssooll ii ccii ttaattiioonn ooff tthhee ppuurrcchhaassee oorr ssaallee ooff aannyy sseeccuurrii ttii eess oorr ccoommmmooddii ttii eess.. PPlleeaassee nnoottee tthhaatt

TTRRIIGGGGEERR$$ ccoonnttrriibbuuttoorrss mmaayy aall rreeaaddyy hhaavvee iinnvveesstteedd oorr mmaayy ffrroomm ttiimmee ttoo ttiimmee iinnvveesstt ii nn

sseeccuurrii ttii eess tthhaatt aarree rreeccoommmmeennddeedd oorr ootthheerrwwiissee ccoovveerreedd iinn tthh ii ss ppuubbll ii ccaattiioonn .. TTRRIIGGGGEERR$$

ddooeess nnoott iinntteenndd ttoo dd iisscclloossee tthhee eexxtteenntt ooff aannyy ccuurrrreenntt hhoolldd iinnggss oorr ffuuttuurree ttrraannssaaccttiioonnss wwii tthh

rreessppeecctt ttoo aannyy ppaarrttii ccuu llaarr sseeccuurrii ttyy aannyy ooff tthhee ccoonnttrriibbuuttoorrss mmaayy oorr mmaayy nnoott bbee ppaarrtt ooff.. YYoouu

sshhoouu lldd ccoonnssiiddeerr tthh ii ss ppoossssiibbii ll ii ttyy bbeeffoorree iinnvveessttii nngg iinn aannyy sseeccuurrii ttyy bbaasseedd uuppoonn ssttaatteemmeennttss

aanndd iinnffoorrmmaattiioonn ccoonnttaaiinneedd iinn aannyy rreeppoorrtt,, ppoosstt,, ccoommmmeenntt oorr ssuuggggeessttiioonnss yyoouu rreecceeiivvee ffrroomm

tthh iiss oorr aannyy ootthheerr iinnffoorrmmaattiioonn ssoouurrccee..

DisclaimerDisclaimer
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Part I of this topic can be found in the October 2013 issue ofTRIGGER$ Traders Mentor.

In response to multiple readers’ requests, I am revisiting Technical Triggers this month. Our

inter-issue updates service has gone through some “overhauling” recently and I am going to take

this opportunity to explain the new charts, as well as how they should be read for technical trigger

considerations.

For those of you who have been fol lowing us now for some time, you should be able to attest to

our continued efforts to improve upon what we are doing. While this is part of the process to

provide better information and services, it is also done for our own benefit as we continue to try

and “beat” the markets ourselves.

Below (next page) is the new chart format. The most obvious change is the move back to using

one chart per time frame instead of two. While the previous format did al low a good view of the

separate tools and what the market was doing with each, we now have a clearer perspective of

their confluence and potential targets.

TTeecchhnn ii ccaa ll AAnnaa ll yyss ii ss &&
TTrraadd ii nn gg SSttrraa tteeggyy EEdduuccaatt ii oonn

FFoorreeccaassttii nngg ttoo TTrraaddee::
TTiippss && TTrriicckkss
TTrraaddiinngg TTeecchhnniiccaall TTrriiggggeerrss IIII

(cont.pg.50)

FFoorreeccaassttiinngg ttoo TTrraaddee::

TTIIPPSS && TTRRIICCKKSS

The Chart

TTrraaddiinngg TTeecchhnniiccaall TTrriiggggeerrss IIII

December, 2013 - Public Edition
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Trading Technical Triggers II (cont. )

(cont.pg.51)

eSignal.com

[[11]] SSiiggnniiffiiccaanntt TTeecchhnniiccaall TTrriiggggeerrss CCoonnssiiddeerraattiioonnss

1

2

3

1

1

1 2

2

2

2

3

These are identified with a yellow highl ight. The tool that is highl ighted and the market level of

the technical Trigger Consideration (TC) are given in the box above the chart. This identifies the

market level for the TC as well as the market level and technical tool(s) for the l ikely target.

Note that there is an arrow sitting on both yellow highl ighted TC’s. The base of the arrow wil l sit

on the TC itself, and the point wil l be on the target level / technical tool / HPTZ that we are

expecting the market to move to once the TC has broken.

These identify places where there is a confluence of technical tools; and where market

projections align with these. Together they give us HPTZ’s to look towards and consider as the

market moves through the technical tools. For whatever reason, the market seems drawn to

these areas of high confluence (multiple tools & projections).

[[22]] HHiigghh PPrroobbaabbiilliittyy TTaarrggeett ZZoonneess ((HHPPTTZZ''ss))

CHART 1

December, 2013 - Subscribers Edition
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(cont.pg.52)

[[33]] GGoorrddoonn TT LLoonngg''ss MMAATTAA TTrriiggggeerr ZZoonneess

Trading Technical Triggers II (cont. )

These are provided from Gordon’s MATA research and are a new addition to the charts. His

description:

"Macro Trigger$ Zone$ attempt to capture potential macro shifts in trading bands

or zones. Global interconnected market relationships adjust at various speeds

often leaving the low capitalization, low volume equity markets as the last to shift

compared to the massive debt market and even larger currency markets. However,

Macro Trigger$ Zone$ transitions are normally the most profitable, least risk for

traders." - Gordon TLong

For more infornation on MATA TRIGGER ZONE$ and MATA BIA$ see thier write-up / decription

on pages 46-47 of this issue, in thier appropriate sections.

TTeecchhnn iiccaall TTrriiggggeerr CCoonnssiiddeerraattiioonnss

The chart(s) may look a little “messy”, especial ly for those looking for the first time. I am

attempting to keep them as “clear” and “clean” as possible; however it’s not as easy as it may

sound!

The process of the HPTZ Methodology sets up significant market levels and supports. This is

done to identify areas of confluence and identify targets. All the technical tools seen on the

chart have some importance as they are all derived from previous support / resistance. Trying

to choose what ones to remove, so that the chart may be a little less cluttered, is taking some

practice!

What we are left with on the chart however, should be the tools / technicals that wil l cause a

reaction when the market reaches them. What the exact reaction wil l be in not known; however

the point is that once the technical has been moved away from, we should see the market

moving to the next.

This al lows the market to be fol lowed as it moves from one level and technical to the next.

I f we look back at our Chart 1 example, we can see multiple supports, resistances and other

tools that can provide TC’s as the market moves between them. The Yellow Highl ighted TC’s

are placed on the significant market levels and technicals that wil l most l ikely represent a “break-

out” for the market of some form. These could just as easily hold the market and not break (i.e.

channel)S which can also provide a TC – a bounce from a significant technical is just as

important as a break. For a channel it would mean that the channel is holding and we would

then look to the opposite channel for a market target consideration.

Between the yellow highl ighted TC’s multiple technicals can be seen. As these are all

significant, and have been respected in the past, we can fol low the market as it moves from one

to the next, with our identified HPTZ’s in mind.

December, 2013 - Public Edition
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(cont.pg.53)

Trading Technical Triggers II (cont. )

A strategy to consider is dropping down a time frame or two from the one you are fol lowing the

market on. The next chart shows us the EUR:JPY again, only this time we looking at the 60min,

a week and a 1 /2 later.

Grey arrows show potential
aggressive TC's for short
term moves, from one
technical to the next.

Note black dashed channel
and green wedge patterns.
These are not always
easily identified on the
Daily chart.

Similar to finding patterns
on the 60min not seen on
the Daily, dropping down to
lower time frames again
can reveal break out
pattern opportunities when
the market reaches a
technical level identified by
the grey arrows.

I have previously expressed the benefits of using several time frames when assessing a market

and this is another good example of why it is done. Just as we can see patterns here on the

60min chart that we may not be able to recognise on higher time frames; lower time frames wil l

show us the market reaction with a consolidation or reversal pattern when it reaches a significant

technical tool. We don’t real ly even need to identify the type of pattern (reversal / consolidation)

as long as we can identify its boundaries – i.e. wedge shape. A break out of the pattern can then

be fol lowed, up or down, as we then look back to the higher time frame for reference on the next

technical tool to come.

In the example on Chart 2 above I have purposeful ly added a series of grey arrows to

emphasize the point of moving from one technical to the next. Again, this works because we

have previously identified the significant market supports / resistances / technicals / levels when

we first set up the chart to identify HPTZ’s. We should expect the market to continue to respect

these in some manner and can fol low along with it as it moves from one to the next.

CHART 2

The black arrow shows where the market had been as of the 20th (Chart 1). The market pushed up through
the green wedge pattern (break out) and moves to the identified HPTZ, where it finds resistance and forms a
channel (black dashed). This is then also broken out of and the market lifts through the next significant
target level (Fib cluster), where it has now pulled back to.
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ggoollddeennpphhii@@ttrriiggggeerrss..ccaa

Trading Technical Triggers II (cont. )

The Yellow Highl ighted TC’s are significant and of less risk because they identify a l ikely market

break out and potential ly the start of the next market wave.

The remaining technical tools are also potential TC’s, but are riskier for long term target

considerations as the highl ighted TC’s could stop and reverse the market, not al lowing it to

move on to the target considerations. They can also be considered for short term moves and

fol lowing the market from one technical to the next.

The point of al l of this is to fol low along with the market without any bias or personal stake. This

methodology may take a little while to wrap your head around if it is a new concept for you,

however by being a completely technical methodology, levels of risk are removed (i.e. your

input). Rather than guessing which way the market wil l move, you can fol low along with what it

actual ly does, trading it as your own personal style & plan dictates.

Sti l l have questions? Shoot me an email , I wil l do my best to answer them!

Thank-you &

Good Trading!

December, 2013 - Public Edition
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GGLLOOBBAALL SSTTAABBIILLIITTYY
&& RRIISSKK

PPRROOPPRRIIEETTAARRYY
AANNAALLYYTTIICCSS

GGLLOOBBAALL CCRROOSSSS­­MMAARRKKEETT
PPEERRSSPPEECCTTIIVVEE

MMAACCRROO EECCOONNOOMMIICC
AANNAALLYYSSIISS

AADDVVAANNCCEEDD
TTEECCHHNNIICCAALL AANNAALLYYSSIISS

DAY TRADING SWING TRADING TECHNICAL ANALYSIS EDUCATION FUTURES & COMMODITIES OPTIONS

CURRENCIES /FX STOCK TRADING STRATEGY GLOBAL MARKET ANALYSIS CURRENT & FUTURE ECONOMIC REALITY

MMAATTAA DDrriivveerr$$

www.triggers.cawww.triggers.ca

MAINSTREAM
MEDIA

ALTERNATIVE MEDIA
& SOURCES

MARKET ANALYTICS &
TECHNICAL ANALYSIS
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LLeetttteerrss ttoo tthhee EEdd ii ttoorr
RReeaaddeerrss CCoommmmeenn ttss
DDii ssccuussssii oonnss

TRIGGERS MEDIA PUBLICATIONS INC.
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GoldenPhiGoldenPhi
a.k.a

Andrew Joseph

MMaarrkkeett iinntteerreesstt ssttaarrtteedd aatt aann eeaarrllyy aaggee,, aanndd II ccaann rreeccaall ll hhaavviinngg PP//EE rraattiiooss
eexxppllaaiinneedd ttoo mmee aatt 11 44.. IInntteerreesstt ii nn TTeecchhnn iiccaall AAnnaallyyssii ss ssttaarrttii nngg ttaakkiinngg sshhaappee iinn
uunn iivveerrssii ttyy aanndd ffoorr tthhee ppaasstt 11 55 yyeeaarrss ii tt hhaass bbeeeenn mmyy pprriimmaarryy ffooccuuss.. MMyy
eexxppeerrii eenncceess vvaarryy aanndd iinncclluuddee wwoorrkkiinngg ffoorr aa pprriivvaattee ffuunndd rreesseeaarrcchh iinngg aanndd
ddeevveellooppiinngg pprroopprrii eettaarryy tteecchhnn iiccaall aannaallyyssii ss mmeetthhooddss.. RReesseeaarrcchh iinngg aanndd ttrryyiinngg
ttoo uunnddeerrssttaanndd tthhee mmaarrkkeettss hhaass bbeeeenn aa ll ii ffee--lloonngg ppuurrssuu ii tt && jjoouurrnneeyy..

Economic & Technical Analysis for the Active Trader

CCaannaaddiiaann
SSoocciieettyy ooff
TTeecchhnniiccaall
AAnnaallyyssttss

YYoouurr IInnppuutt

What do you think of the new chart format and information provided?

What else would you like to be seeing?

AlsoO

If I were to add one or two charts to the current updates, what ones would you

like to see?

Always looking for input and constructive criticism! If you have an idea or

comment, please feel free to let me know what is on your mind!

Thank-you &

Good Trading

GP

ggoollddeennpphhii@@ttrriiggggeerrss..ccaa
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Gordon T Long Market Research &
Analytics. Professional global market
analysis. Know whats going on.
www.gordontlong.com

CLASSIFIEDS
Have something to say? TRIGGER$ is read by all levels of market participants: investors, traders, brokers,
managers etc. Get your message out to those who are serious about their market involvement. Contact
goldenphi@triggers.ca to place yours.

WANTED

Advertisement space available.
TRIGGER$ website and publications are
available for advertising opportunities. Contact
goldenphi@triggers.ca to place yours.

YOUR MESSAGE HERE

Advertise with TRIGGER$ classifieds for

$25/month.

MARKET RESEARCH & SERVICES

Computer programmer(s) to develop charting
software. This is a business venture, not a job
placement. Contact:goldenphi@triggers.ca

CLASSIFIEDS CLASSIFIEDS

FFOOUUNNDD!!

Contributors wanted : TRIGGER$ Magazine:
Market & Technical Analysis articles. Some
compensation offered. Go to TRIGGER$
Submissions page for more information.
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Gordon T. Long is a graduate Engineer, University of

Waterloo (Canada) in Thermodynamics-Fluid

Mechanics (Aerodynamics). On graduation from an

intensive 5 year special ized Co-operative Engineering

program he pursued graduate business studies at the

prestigious Ivy Business School, University of Western

Ontario (Canada) on a Northern & Central Gas

Corporation Scholarship. He was subsequently

selected to attend advanced one year training with the

IBM Corporation in New York prior to starting his

career with IBM.

Gordon T. Long has been publical ly offering his financial and economic writing since 201 0,

fol lowing a career international ly in technology, senior management & investment finance. He

brings a unique perspective to macroeconomic analysis because of his broad background, which

is not typical ly found or available to the public.

Mr. Long was a senior group executive with IBM and Motorola for over 20 years. Earl ier in his

career he was involved in Sales, Marketing & Service of computing and network communications

solutions across an extensive array of industries. He subsequently held senior positions, which

included: VP & General Manager, Four Phase (Canada); Vice President Operations, Motorola

(MISL - Canada); Vice President Engineering & Officer, Motorola (Codex - USA).

After a career with Fortune 500 corporations, he became a senior officer of Cambex, a highly

successful high tech start-up and public company (Nasdaq: CBEX), where he spearheaded

global expansion as Executive VP & General Manager.

In 1 995, he founded the LCM Groupe in Paris, France to special ize in the rapidly emerging

Internet Venture Capital and Private Equity industry. A focus in the technology research field of

Chaos Theory and Mandelbrot Generators lead in the early 2000's to the development of

advanced Technical Analysis and Market Analytics platforms. The LCM Groupe is a recognized

source for the most advanced technical analysis techniques employed in market trading pattern

recognition.

Mr. Long presently resides in Boston, Massachusetts, continuing the expansion of the LCM

Groupe's International Private Equity opportunities in addition to their core financial market

trading platforms expertise. GordonTLong.com is a wholly owned operating unit of the LCM

Groupe.
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