Channeling with zigzag (High/Low)

Channeling is an important tool not only to determine which sub waves belong together, but also to project
targets for the next wave up.

Channels are parallel lines, which more or less contain the complete price movement of a wave. Although the
trend lines of a Triangle are not parallel lines, they will also be considered as a channel. Underneath you see an
example of a channel in an impulsive wave and all channels in a corrective wave. Note that all patterns in the
section "Patterns” show their channels.

The picture of the corrective structure labeled A,B,C shows clearly how channels indicate which waves should
be grouped together.

Waves of the same degree can be recognized by drawing channels. Especially this is the case for Impulse (5)
wave structures, Zigzags and Triangles. If these waves do not equate properly, you have a strong indication to
search for an alternative count.

Next you will learn how to draw channels and how to project targets using channels.
Targets for wave 3 or C

To begin with you should draw a channel as soon as waves 1 and 2 are finished. Connect the origin of wave 1,
which has been labeled as zero, and the end of wave 2. Then draw a parallel line from the top of wave 1.

Generally this channel is regarded as not being very useful, but it is. First of all, the parallel line serves as an
absolute minimum target for the 3rd wave under development. If the 3rd wave can’t break through the upper
line or fails to reach it, you are probably dealing with a C wave instead of wave 3.

Furthermore the base line from 0 to wave 2 serves as a stop. When this base line gets broken, there is a strong
probability that wave 2 (or B) gets more complex, thus wave 3 or C has not begun yet.

Keep in mind that wave 3 is normally the strongest wave and often will go far beyond the upper trend line.
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Targets for wave 4



As soon as wave 3 is finished you can draw a channel by connecting the end of wave 1 and wave 3 with a trend
line and drawing a parallel line from the end of wave 2. In this way you can project a target for wave 4. Keep in
mind that normally the base line from wave 2 will be broken slightly by the price action of wave 4. The base
line serves as a minimum target for wave 4. If wave 4 doesn’t come near the base line at all, this is a sign of a
very strong trend. You are probably still in wave 3 or you should get ready for a blow off in wave 5.
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Targets for wave 5

Method 1

As soon as wave 4 is finished you can draw a channel connecting the end of wave 2 and wave 4 with a trend
line by drawing a parallel line from the end of wave 3. In this way you can project a target for wave 5. In most
cases wave 5 will fail to reach the upper trend line, except when you are dealing with an extension in wave 5
or when wave 3 has been relatively weak. In an extension, which is also indicated by high volume and
momentum indicators, a throw over can occur.

Method 2

Mostly wave 3 is the strongest wave showing a very fast acceleration relative to waves 1 and 5. If wave 3
indeed shows a nearly vertical rise or decline, then draw a trend line connecting wave 2 and 4 and draw a
parallel line from wave 1(!). This parallel line will cut through wave 3 and will target wave 5. Experience shows
this to be a very valuable channel.

Targets for wave D and E



As soon as wave B is finished you can draw a trend line connecting the origin of wave A and the end of wave B
to get a target for wave D, provided a triangle indeed is developing. This is more certain after completion of

wave C.

As soon as wave C is finished you can draw a trend line connecting wave A and the end of wave C to get a
target for wave E. Wave E almost never stops at the trend line precisely, it either never reaches the trend line

or it overshoots the trend line fast and temporarily.
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Targets in a Double Zigzag

Drawing a channel is very useful to separate Double Zigzags from impulsive waves, which is difficult since both
have impulsive characteristics. Double Zigzags tend to fit a channel almost perfectly, while in an impulsive

wave the third wave clearly breaks out of the channel.

5. Fibonacci ratios o top i

The Fibonacci series are a mathematical sequence in which any number is the sum of the two preceding
numbers. The sequence goes as follows: 1, 2, 3, 5, 8, 13, 21, 34, 55, 89, 144 and so on. The properties of this
sequence appear throughout nature and also in the arts and sciences. Most notably the ratio of 1.618, the
"Golden Mean", is very common, a relationship already discovered in ancient times. This number can be
approached by dividing a Fibonacci number by its preceding number as the sequence extends into infinity.
Besides, ratios of .618, which is the inverse of 1.618 are very prominent when analysing Fibonacci

relationships.

Elliott didn’t discover the Fibonacci relationships himself, but this was brought to Elliotts attention by Charles
Collins.

The wave counts of the impulsive and corrective patterns (5 + 3 = 8 total) are Fibonacci numbers, and breaking
down wave patterns into their respective sub waves produces Fibonacci numbers indefinitely.

Analysing Fibonacci relationships between price movements is very important for several reasons.

First you can control your wave analysis. The better the Fibonacci ratios of your wave count, the more accurate
your count is, because in some way or the other, all waves are related to each other. Secondly you can project



realistic targets once you have defined the wave count correctly or you have distinguished different scenarios,
which point in the same direction.

Since Fibonacci ratios manifest themselves in the proportions of one wave to another, waves are often related
to each other by the ratios of 2.618, 1.618, 1, 0.618, 0.382 and 0.236. This fact can help you in estimating price
targets for expected waves.

If, for example a wave 1 or A of any degree (or time frame) has been completed, you can project retracements
of 0.382, 0.50 and 0.618 for wave 2 or B, which will give you your targets. Most of the time the third wave is
the strongest, so often you will find that wave 3 is approximately 1.618 times wave 1. Wave 4 normally shows
a retracement, which is less than wave 2, like 0.236 or 0.382. If wave three is the longest wave, the
relationship between wave 5 and three often is 0.618. Also wave 5 equals wave 1 most of the time.

The same relations can be found between A and C waves. Normally C equals A or is 1.618 times the length of
A

You could even combine waves to find support and resistance zones. For example the net price movement of
wave 1 and 3 times 0.618 creates another interesting target for wave 5.

It is worthwhile to experiment a lot with your wave count, Fibonacci will help you to solve the rhythm of the
markets.

Targets for wave 1

The first wave, a new impulsive price movement, tends to stop at the base of the previous correction, which
normally is the B wave. This often coincides with a 38.2% or a 61.8% retracement of the previous correction.

Targets for wave 2

Wave 2 retraces at least 38.2% but mostly 61.8% or more of wave 1. It often stops at sub wave 4 and more
often at sub wave 2 of previous wave 1. A retracement of more than 76% is highly suspicious, although it
doesn’t break any rules yet.

Targets for wave 3

Wave 3 is at least equal to wave 1, except for a Triangle. If wave 3 is the longest wave it will tend to be 161% of
wave 1 or even 261%.

Targets for wave 4

Wave 4 retraces at least 23% of wave 3 but more often reaches a 38.2% retracement. It normally reaches the
territory of sub wave 4 of the previous 3rd wave.

In very strong markets wave 4 should only retrace 14% of wave 3.
Targets for wave 5

Wave 5 normally is equal to wave 1, or travels a distance of 61.8% of the length of wave 1. It could also have
the same relationships to wave 3 or it could travel 61.8% of the net length of wave 1 and 3 together. If wave 5
is the extended wave it mostly will be 161.8% of wave 3 or 161.8% of the net length of wave 1 and 3 together.

Targets for wave A



After a Triangle in a fifth wave, wave A retraces to wave 2 of the Triangle of previous wave 5. When wave A is
part of a Triangle, B or 4 it often retraces 38.2% of the complete previous 5 wave (so not only the fifth of the
fifth) into the territory of the previous 4th wave. In a Zigzag it often retraces 61.8% of the fifth wave.

Targets for wave B

In a Zigzag, wave B mostly retraces 38.2% or 61.8% of wave A. In a Flat, it is approximately equal to wave A. In
an Expanded Flat, it usually will travel a distance of 138.2% of wave A.

Targets for wave C

Wave C has a length of at least 61.8% of wave A. It could be shorter in which case it normally is a failure, which
foretells an acceleration in the opposite direction.

Generally wave C is equal to wave A or travels a distance of 161.8% of wave A.

Wave C often reaches 161.8% of the length of wave A in an Expanded Flat.

In a contracting Triangle wave C often is 61.8% of wave A.

Targets for wave D

In a contracting Triangle wave D often travels 61.8% of wave B.

Targets for wave E

In a contracting Triangle wave E often travels 61.8% of wave C. It cannot be longer than wave C!
Targets for wave X

Wave X minimally retraces 38.2% of the previous A-B-C correction; a retracement of 61.8% is also common.



