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During the FIRST phase of ALL wave patterns, clarity, confidence
and predictability are high. The market moves as if the wave analyst
has tomorrow's newspaper. This "first phase" can be classified as
the period when "Specific" market forecasts are possible (see chart)
and when nearly every detail of market action can be predicted. That
occurred for me during the 2000 to 2002 bear market, when I was
"on a roll," making some of the most precise market forecasts of my
career. In the SECOND phase of a pattern (either wave-B or wave-
2), the wave analyst's ability to predict is reduced. He must
unfortunately be satisfied with just "General" forecasts about market
direction. For the period from 2003 to 2007, I was not sure of the
S&P's structure, but I was certain the trend was up. In five segment
patterns (such as Triangles or Impulsions), the THIRD phase is the
most difficult and dangerous to trade - I term it the "Unpredictable"
phase. That is the situation we have been experiencing in the S&P
since January 2008. 

As with all aspects of wave theory, this concept is fractal in nature. Inside the pattern
starting January 2008, there will also be five, smaller phases of clarity and
unpredictability. The first phase lasted from January 2008 to March 2009. I made some
great calls during that period, but they were not as specific as those in 2001 and 2002.
After 2009's low, the S&P moved into its General phase of predictability (see above);
but within a larger phase of unpredictableness. As a result, the S&P is less predictable
and tradable now than it was during the 2003-2007 "bull market." If wave-(C) is a five
segment move, the most difficult period is approaching. If wave-(C) is only a three-
segent corretion, a new level of clarity and trading safety will soon return. 
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