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How to Trade When the Market ZIGZAGS

What You Will Learn

Key structural characteristics of zigzags
Actionary versus reactionary functions
How to anticipate when zigzags will occur

Rules, Guidelines, and Fibonacci ratios that govern
subdivisions

How to set entry, stop, price target and exit levels
when trading zigzags
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Motive 5 Corrective
(Numbered) (Lettered)
Phase 4 Phase
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Corrective Waves Summary

Normal

B C D E Shape Position

Zigzag 3 5 Sharp Wave 2

Flat 3 5 Sideways Wave 4

Triangle 3 3 3 3 Sideways Wave 4

Combination X wave Sideways Wave 4
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Zigzag (5-3-5)

Wave A B C
Subdivisions 3) 3 3)
General Shape “‘Sharp”

Normal Wave Position Second Wave
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Zigzag
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Flat
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Triangle
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Combination

Flat Triangle

Any
Three
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Zigzag
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Characteristics of Zigzags
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Single Zigzag

Bull Market Bear Market
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Double Zigzag

B (X)

(Y)

Bull Market
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Triple Zigzag

Bull Market
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MODE versus FUNCTION

Every wave has both a mode and a function.
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MODE — Construction

1. Motive: Five-wave Structures

(Impulse, Diagonal Triangle)

2. Corrective: Three-wave Structures

(Zigzag, Flat, Triangle, Combination)
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FUNCTION — Role, Purpose

Every wave either “advances the cause” of the wave at one larger
degree of which it is a part, or interrupts it.

1. ACTIONARY (TREND): “Advance the Cause”

An actionary wave is any wave that trends in the same direction as the
wave of one larger degree of which it is a part.

Wave labels are: 1,3,5, A, C,E,W,Yand Z

2. REACTIONARY (COUNTERTREND): Interrupts

A reactionary wave is any wave that trends in the opposite direction of
the wave of one larger degree of which it is a part.

Wave labels are: 2,4, B, D and X
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Combining MODE and FUNCTION

All waves that develop in motive mode are actionary waves.

Motive waves powerfully impel the market in the same direction as the
wave of one larger degree of which it is a part.

All reactionary waves develop in corrective mode.
These are corrective waves that interrupt the main trend by moving in the
opposite direction as the wave of one larger degree of which it is a part.

Not all actionary waves develop in motive mode.
Not all waves that develop in corrective mode are reactionary.

Some waves that develop in corrective mode are actionary and are
called “actionary corrective.”

Best Example: Zigzags
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ZIGZAG — Corrective Mode

ACTIONARY FUNCTION:

® Waves 1, 3 and 5 in diagonal triangles

®* Wave A of a flat correction

® Waves A, C and E of a triangle

® Waves W and Y of a double zigzag and double three

® Wave Z of a triple zigzag and triple three

REACTIONARY FUNCTION:
®* Waves 2,4, B, D and X
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@

5
5

——
o

© 2006 Elliott Wave International 2.09



Diagonal Triangles
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Flat

A C
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Triangle
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Zigzag
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Double Zigzag

(Y)

Bull Market

© 2006 Elliott Wave International 2.14



Combination

Three

Flat Zigzag

| Any
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$DJIA: Dow Jones Industrials Index (Weekly bars) wwir.GenssisFT.com
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$DJIA: Dow Jones Industrials IndexéWeekI}r bars) www GenssisFT.com
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B0-200512: Soybean Oil (Pit) Dec 2005 (60 minute bars) www. GenesisFT.com
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Rules, Guidelines, and Fibonacci Relationships

for Zigzags
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Rules

® A zigzag always subdivides
into three waves.

B
\/\/\/\
A

® Wave B never moves beyond
the start of wave A. C
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Rules

® Wave C always subdivides
iInto an impulse or diagonal
triangle.
Diagonal
Triangle
C
® Wave A always subdivides
iInto an impulse or leading A
diagonal.
Leading
Diagonal
A C
© 2006 Elliott Wave International 3.02



Rules

® Wave B always subdivides into a zigzag,
flat, triangle or combination.

B

A Flat
Zigzag
B
@ \\\
A Triangle

Combination C
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Guidelines

®* Wave A almost B ®* Wave C is often
always subdivides the same length as
iInto an impulse. Wave A.

®* Wave C almost ®* Wave C
always subdivides A almost always
into an impulse. ends beyond
the end of
wave A.
C
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Guidelines

Channeling

®* Wave C often ends upon reaching
the extreme of the channel. C
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Guidelines for Typical Retracements
of Wave A by Wave B in Zigzags

Wave B Net Retracement (%)
Zigzag 50-79
Triangle 38-50
Running Triangle 10-40
Flat 38-79
Combination 38-50
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Fibonacci Relationships

Single Zigzag Double Zigzag

®* Wave A =Wave C ®* Wave W =Wave Y

® Wave C =.618 Wave A ®* Wave Y =.618 Wave W
® Wave C = 1.618 Wave A ®* Wave Y =1.618 Wave W

Wave C = .618 Wave A past Wave A ®* Wave Y = .618 Wave W past Wave W

Triple Zigzag
® Equality for W, Y and Z

® Ratio of .618, i.e.
Wave Z = .618 Wave Y or Wave Y = .618 Wave W

® Wave Z =.618 Wave Y past Wave Y
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Trading Scenarios

XAU Index
Part 1: Identifying Wave A
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Trading Scenarios

XAU Index
Part 2: Trading Wave B
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Trading Scenarios

XAU Index
Part 3: Trading Wave C

© 2006 Elliott Wave International 4.37



—3 lﬂrﬂl -

=

PIl||

M'*
Mr

(iv)

Hew-04

Stopped at 100.00 =
Loss =3 ® 108
(e} 104

{lu: {a) 102
,_.:f 5m~n
4 Enug.m 100

J- S-I:Hd
{hl} kﬂl (b)
]'lﬂ 1. Bgught
gr.ep " “ ©

2 (or B)

Dec-04 Jan-05 Feb-05 Mar-0% Aar-08 May-0%

© 2006 Elliott Wave International 4.38



Dci-04

Mow-04

(v} .
’Ilin III‘ u Loss = 3 o 108

LA Index Daily Bars 12

10
i Jl Stopped at 100.00 =

(c)
:iv} : (3] ﬂ, 02
" y 2. Soi .

Bought
Iqﬂi iy IIH’,FI‘ .
- 5ﬂ'|l.‘l -
(i) l‘»llrltl‘. {b) 54
'I H-I:I-UI]HI ﬂ
B
© 88
'I'
8r.60 2 (or B) =
e e R s

© 2006 Elliott Wave International 4.39



Dci-04

T
1150 & (i)
@ iy
(v} 1-

Mow-04

I:iv} .

Iqﬂi i

(i)

Diec-04

AL Index Daily Bars

Stopped at 100.00

Loss =3

W

Jan-0% Feb-05 Mar-0E

© 2006 Elliott Wave International

2 (or B)

Spe-0E

Way-0%

100

R EEBRE SR

4.40



(i I'H,'lm

(iv)

111.50

N‘W

Hov-04

Dec-04

XAL index Daily Bars
Stopped at 100.00 I
&
Loss=3 € '

il I'IHI'. Bought
g7.ep Y ' @

(v) 2 {or B)
@
J-I.r'l-l'.'li Fl.h—ﬁ- I.-'..nt—lﬂ :ﬂ.p.r-'.'lﬁ

© 2006 Elliott Wave International

May-05

Jun-0%

14
112
114

&

$REBLRBZS 23

4.41



rﬂ"‘m

(iv)

1[ur o

111.50

N‘W

Hov-04

Dec-04

XAL index Daily Bars

103.80

i lllhJ
87.60 :'Iﬂl &

(v) 2 (or B)
@
Jan-05 Feb-05 Mar-05 Apr-05

© 2006 Elliott Wave International

May-05

Jun-0%

it4
112
1140
108

$REBLRBZS 23

4.42



(i I'H,'lm

(iv)

1 [nrAl
111.50

@

Hov-04

N‘W

'[W}

l[l'rlld"”‘#‘

(iii)

Dec-04

XAL index Daily Bars

Short at 97.50
103.80 Stop at 102.50

‘W‘«m

®
W l|
GHE N 2 {or B)
@
J-lln-D‘E Fni_:-li!li I-Ellt—lﬁ -ﬁ.p_r-ﬂS

© 2006 Elliott Wave International

oo

Jun-0%

14
112
11d

282 REERZ

4.43



HAL ndex Weakly Bars

79.90

76.79

i

200 2005 2006

© 2006 Elliott Wave International

115

118

105

100

&5

4.44



XAl Iindex Weekly Bars
411.50

9824

9415

00,05

427

16.78

76.79

i

200 2005 2006

© 2006 Elliott Wave International

115

118

105

104

&

&

Fil

4.45



i

XAl Iindex Weekly Bars

411.50

76.79

2005

© 2006 Elliott Wave International

2006

115

118

105

104

&

&

&

Fil

4.46



111.50 1 (or A)

Hov-04

Dec-04

XAU Index Daily Bars

]1- EBrowght
8760 @
Jan-05 Feb-05 ar-05 Aprls

© 2006 Elliott Wave International

Short at 97.50
Stop at 102.50
Target at 80.00
Risk = §.00
Reward = 17.50

2 (or B)

May-05 Jun-08

2 88 8RR B

4.47



Dec-04

Jan-0s

XAU Inclex Daily Bars Short at 97.50

Stop at 102.50
103.80 Target at 80.00
Risk = 5.00

Feb 0% Mar-0% Apr-08 May-0%

© 2006 Elliott Wave International

Reward = 17.50

Jun-0%

Julk0s

102

ERTRBERERE 3

4.48



Dec-04

Jan-0s

e Short at 97.50
Stop at 102.50
103.80 Target at 80.00

Risk = 5.00

Feb 0% Mar-0% Apr-08 May-0%

© 2006 Elliott Wave International

Reward =17.50

Jun-0%

Julk0s

102

ERTRBERERE 3

4.49



Jan-05

Feb-05

Stop at 102.50

103.80 Target at 80.00
Risk = 5.00
Reward = 17.50

War-0% Apr-0% Kay-0% Jun0S

© 2006 Elliott Wave International

JUlb-0E

ik

102

# 2 EREBBENELRE 3

4.50



Jan-05

Feb-05

XAU Index Daily Bars

(v) © 2(orB)
ar-05 Apr0S  May0s Jun-05

© 2006 Elliott Wave International

JUlb-0E

A

17

# 2 EREBBENELRE 3

4.51



Jan-05

2 ol U
4. Buuuhll:mf i)

s it 1J5- S0t
1)
1. Bouoh l""lﬂn (iv)

Feb-05

103.80 XAU Index Daily Bars

V) © 2 (orB)

Closed at 81.00
Profit=16.50

War-0% Apr-0% Kiay-0% JunS JUlb-0E

© 2006 Elliott Wave International

ik

17

# 2 EREBBENELRE 3

4.52



Jan-05

Feb-05

War-0%

Closed at 81.00

Profit = 16.50

¥
(v] @ 2(orB)
sl ool int i) e

© 2006 Elliott Wave International

A0t

ng

* ERREBEREE B

o

4.53



i

2004

111.50 1 (or A}

103.80

76.79

2005

© 2006 Elliott Wave International

MALU Index VWeekly Bars

2008

11d

105

Fi 1}

-

&0

4.54



111.50 1 (or A)

XAU Index YWeekly Bars

- 103.80

111.50

=i, 24
84.156

E1E

(.T86

2004

p—= 3

20.06

84,0

6.9

76.79

2005

© 2006 Elliott Wave International

2008

11d

105

10a

h

BS

[

Fi 1}

4.55



3 e“dpﬁ "
i W .

1

'||f 10:%:} 80 e
t"mIJ 'Illm l|l.l 108

@ &l

87.80 =
76.79 %3’ -
78.23 s
200 2005 200 2007

© 2006 Elliott Wave International 4.56



3 e“dpﬁ "
i W .

1 103.80

'I'f}l‘ﬂ‘hlllIJ W ﬁ%ﬁ "

% &l

87.60
76.79 'gf’ -
78.23 En
2004 2002 200 2007

© 2006 Elliott Wave International 4.57



1994

1598

150s

b=

XA Index Monthly Bars (Z)

(W)

(X)

1958 1853 200 2001 2002 2002

© 2006 Elliott Wave International

Yy &

(X) B
76.79

2004 200 2008 2007

150

125

4.58



1994

1598

150s

b=

KAU Inchex Monithly Bars

(W)

(X)

1958 1853 200 2001 2002 2002

© 2006 Elliott Wave International

(Y}

(%)
76.79

2004

2003

150

125

4.59



1994

1598

150s

b=

KAU Index Monthly B

® @

1958 1853 200 2001 2002 2002

© 2006 Elliott Wave International

s (C)
-
3
(A) 4 4

B) 2
76.79

2004 200 2008 2007

150

125

104

4.60



76.79

1(or ‘l} AAU Index Weakly Bars

Cormactions are never "5s,”
Zigzags are sharp 5-3-5 structures.
It's mast common lor & = C.

Channeling helps to estimale the end of C.

Look al Fibonaccl retracements.

©
2 lor B)

Use all of Elliott's rules and guidelines that apply.

2004

2005

© 2006 Elliott Wave International

115

110

{1

100

=

4.61



Trading Scenarios

Dow Chemical
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How to Trade When the Market ZIGZAGS

Course Summary
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Zigzag
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Single Zigzag

Bull Market Bear Market
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Double Zigzag

(Y)

Bull Market
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Triple Zigzag

Bull Market
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ZIGZAG — Corrective Mode

ACTIONARY FUNCTION:

® Waves 1, 3 and 5 in diagonal triangles

®* Wave A of a flat correction

® Waves A, C and E of a triangle

® Waves W and Y of a double zigzag and double three

® Wave Z of a triple zigzag and triple three

REACTIONARY FUNCTION:
®* Waves 2,4, B, D and X
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Trading Scenarios

Corrections can never be 5s.
If wave A has five waves, the corrective structure must be a zigzag.
Wave B never moves beyond the start of wave A.

Wave C almost always ends beyond the end of wave A.
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Trading Scenarios

Fibonacci Relationships

Single Zigzag

®* Wave A =Wave C

®* Wave C =.618 Wave A
®* Wave C = 1.618 Wave A

®* Wave C = .618 Wave A past Wave A
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Trading Scenarios

Guidelines for Typical Retracements
of Wave A by Wave B in Zigzags

Wave B Net Retracement (%)
Triangle 38-50
Running Triangle 10-40
Flat 38-79
Combination 38-50
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Trading Scenarios

Channeling

®* Wave C often ends upon reaching
the extreme of the channel. C
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