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e Chart Notes

Moving Averages:

= 10-day simple moving average.
Green = 20-day simple moving average.
Blue = 50-day simple moving average.
Black = 65-day exponential moving average.
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What is a “Pocket Pivot?”

* An early buy point within a potential leading stock’s
consolidation or basing pattern. When utilized as a
buy point within a consolidation or base it provides an
“early mover” advantage to the investor.

* A continuation buy point for a leading stock that is
already firmly entrenched in a strong uptrend. This
offers both a way to get “onboard” strong leaders later
on in their uptrends as well as an extremely reliable
and powerful tool for adding to positions purchased
earlier when a stock was still within or just emerging
from its original consolidation or basing formation.
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Basic Premise of the Pocket Pivot

e Institutional Buying creates new-high base breakouts, but
we also know that institutional buying occurs within
consolidations and during uptrends.

e This buying within consolidations and uptrends should,
theoretically, have its particular, identifying price and
volume “signature.”

e The pocket pivot describes that “signature,” and provides a
clear, buyable “pivot point,” or “pocket pivot buy point.”

e Pocket pivots also provide a tool for buying leading
stocks as they progress higher within uptrends,
extended from a prior base or price consolidation.






/

10.

S I

" The Ten Commandments of Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock’s fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE, strong
leader in its space, etc. or should have a compelling thematic basis for consideration.

The day's volume should be larger than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right near
its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma the
chance to catch up to the stock, where the stock would consolidate for a few days, before buying such
a pocket pivot.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma or
50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Avoid buying pocket pivots that occur after wedging patterns.
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The Ten Commandments of Pockef Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock's fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE, strong
leader in its space, etc. or should have a compelling thematic basis for consideration.

The day's volume should be larger than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right near
its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma the
chance to catch up to the stock, where the stock would consolidate for a few days, before buying such
a pocket pivot.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma or
50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

10. Avoid buying pocket pivots that occur after wedging patterns.



__—— Chipotle Mexican Gri

12708

Few [mil): 34534
Rew & Cho: 19.5%
EPS: 052
EPS % Cha: 3 TE
Scorecard; EPS
ag

Chipotle Mexican Elm Inc. [CMG]

03/09 06709 09/09 12/09 0310 06710 0910
4.4k 355,84 357,58 35754 40965 466,84 476.8
161% 141% 138% 12.2% 15.6% 201% 23.0%
n.7a 1.10 1.08 0499 119 1.48 1.52
50.0% 48 6% B31% 90.4% 52 B 32 T7E 40.7%
Fiew
RS GRP ERG ZA/D ZASD Vel %*0S5core Cur Qtr Est
a8 45 219 - -B.3%

1.29(30.30%]

EPS
Mext Qir Est

1.48(24.37%)

_Price Window, Semi-Log.

base.

Pocket pivot buy
points within the

_____________________________________________________________________________________________________________________________________________________

_________________

T 210

T 200
C 1490

T 180

170
160
[ 150
[ 140
130

120

110

100

30

Wolume YWindow, 50 DA Line

g iinip
Lm! a0}

[ 33604
[ 29703
[ 13802

I 330

|

Draily




/Molycorp, Inc. (MCP) —

Molycorp Inc. [HEF‘]
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Molycorp, Inc. (MCP) - 2011

Molpcorp Inc. [MCP)

<]

1M

2iM

FN

a4m

1

0as09 1209 030 DEAD 080 1210 03 DES1 JLeT
Fiesy [mil: 1.96 22 302 1.40 B4 21.70 2626 949 61 j
Rl % Chg 6% 5408% 290% 4.7% 0% 5131.9%
EPS: 018 02 016 047 015 006 003 nsz -
EFS % Chg 89%  1B0EX 17.9% T2E% g% 210.9% e
A EFS
Senlecal d EPS RS GRP ERG EAMD ZAMD Vel 205 core Cuwr Qite E:BI.\I Hesd Qi Est
90 a7 38 225 B1% 20.9% BO.0% 0 ES573 063 0751350 00)
Prica W indow | |
-
=7
"m0
65
I~ B0
]
I &0
45
; 40
Volume Window 50 DMA Lne Y i [ 164430
5 [ 140940
[ 117450
s I
' ~—— T [ 7w
F | | ‘ | | -
Ll l | | I L B

k| [1aily




Deckers Outdoor Corp. (D

Deckers Uutdoor Corporation M]
12/08 0309 06409 0909 12209 n2A0 0610 0910

Rew [mil]: 3035 134.23 10255 228.41 347593 15593 137.06 277 88
Rev &% Chg BE.3% 37.6x 125% 15.8% 14.7% 18.2% nrx 2.7%
EPS: 1.35 oNn n.o3 0.86 1.74 0.46 023 1.07
EPS % Cha 506X B1% 333% I.5% 28 9% 47 3% 165.3% 238%
Rav
Seotecard: EPS RS GRP ERG EASD ZAJD Vel ZD0Score Cur Qs Est

95 95 46 236 28.0% B1X 25.0% 1.9713.22%)

Pice \window, Semi-Log

,F»-’ Pocket pivot buy points.

MEg

II
E & 8§ 8 B 2B

[ |l|| |||.l III
."1|:II i




~ Baidu, Inc. (BIDU

—
Baidu Inc (BIDU)

X

03/09 06709 09/09 12409 03210 0610 0910 1210 K
Rew [mil): 11860 180.70 187.28 184.70 189.58 282 .30 337.20 3730
Rev % Chg: 44.8% 37.4% 38.3% 40.0% 59.8% TA.7% BO1% 101.0%
EPS: 0og 017 022 0.18 0.20 035 0.45 050
EPS % Chg 28.4% 29.0% 40,3% 37 4% 134.5% 104.7% 108.3% 177.8%
Flev EPS
Scorecand: EPS RS GRP ERG ZAMD XAJSD Vel Z0S5core Cur Qtr Est Mext Qtr Est
97 P ar 276 000 11.6% 00 0.44118.15%) 0.62(77.14%)
Prce Window, Eletni-l.c-g ] ,
B R e 55
90
[ S 8
. 5 5 . 80
; : : - Pocket Pivots !
E E T within the base. s
| | T '
" - - "':" ;;::_',3-7"'{:""":'""'"""""""'"".'_'"'_'""""""""'_"' T """""'_m
' ' e L
H i
: e 65
i
L . I~ B0
Wolume Window, 50 DMA, Line B
! [~ 287220
[ 229776
! ] v 17233
: | ; | 114888
111 1y TN et it E
31 12/10
4




Youku.com, Inc.

-

Youku.com Inc. [‘I‘-I]K.U]
09/09 1209 03/10 0610 09/.10 12710 0311 0D6s11
Rew [mil); 7.5 B.44 TE2 11.15 17.99 2310 1955 3061
Fiev % Cho: 302 5% 302 0% 167.9% 111.5% 139.4% 173.9% 156,63 174.4%
EPS: 029 034 0,38 047 -0.40 ooz 006 004
EPS % Cha: 30.4% 2B.9% 4.5% -36.8% 375 94 2% B41% 91.5%
Rev WIEFS
Scomecard; EPS RS GRP ERG ZA/D ZAMD Vel 20Score Cur Qtr Est MNext Qtr E st
a5 a 1] 1] -4 4% 0.3% 20.0% 00352 42%) -0.02(-0.005%)
Price Window . . . B
70
T EB5
| ED
55
| 50
45
| 40
S
30
25
Wiolume Window, 50 DMa Line ; | 214648
160986
5 \ \ : E 107324
|‘||.||.||||..||||||||I||n.]....Ii. . .]|||..| oot T ' umm h#l’h'hl—hm Il 1
1711 21 A1
| | ¥l Daily




12708

Fev [mil): 293
Rev % Chg: 201%
EPS: -2.24
EPS % Chyg: -855.3%
Scorecard: EPS
23

iShares Silver Toust [SLV]

-Price Wirhqlm, Semi-Log-

_________________________________________________________________________________________________________________________________

....................................................................................................................

LN O w oo wd (==]

CroosooaBEENNNN R
WOoOoOwoomo

Pocket Pivot

Buy Point.

]
Ml

|?I’|[|]I.

e

I|||||I|| L[ T T
1 T T

k.




10.

The Ten Commandments of Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock’s fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE, strong
leader in its space, etc. or should have a compelling thematic basis for consideration.

The day's volume should be larger than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right near
its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma the
chance to catch up to the stock, where the stock would consolidate for a few days, before buying such
a pocket pivot.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma or
50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Avoid buying pocket pivots that occur after wedging patterns.
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he Ten Commandments of Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock’s fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE, strong
leader in its space, etc. or should have a compelling thematic basis for consideration.

The day's volume should be larger than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right near
its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma the
chance to catch up to the stock, where the stock would consolidate for a few days, before buying such
a pocket pivot.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma or
50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

10. Avoid buying pocket pivots that occur after wedging patterns.
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The Ten Commandments of Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock’s fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE, strong
leader in its space, etc. or should have a compelling thematic basis for consideration.

The day's volume should be larger than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right near
its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma the
chance to catch up to the stock, where the stock would consolidate for a few days, before buying such
a pocket pivot.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma or
50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

10. Avoid buying pocket pivots that occur after wedging patterns.
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Research in Motion (RIMM) - 2011

Research in Motion Ltd [RIMM]
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The Ten Commandments of Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock’s fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE, strong
leader in its space, etc. or should have a compelling thematic basis for consideration.

The day's volume should be larger than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right near
its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma the
chance to catch up to the stock, where the stock would consolidate for a few days, before buying such
a pocket pivot.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma or
50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Avoid buying pocket pivots that occur after wedging patterns.
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Amazon.com (AMZN) - 2008
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e Ten Commandments of Pocket Pivots

As with base breakouts, proper pocket pivots should emerge within or out of constructive basing
patterns.

The stock’s fundamentals should be strong, i.e., excellent earnings, sales, pretax margins, ROE, strong
leader in its space, etc. or should have a compelling thematic basis for consideration.

The day's volume should be larger than the highest down volume day over the prior 10 days.

Pocket pivots sometimes coincide with base breakouts or with gap ups. This can be thought of as
added upside power should this occur.

If the pocket pivot occurs in an uptrend after the stock has broken out, it should act constructively
around its 10-dma. It can undercut its 10-dma as long as it shows resilience by showing volume that is
greater than the highest down volume day over the prior 10 days.

Some pocket pivots may occur after the stock is extended from the base. If the pivot occurs right near
its 10-dma, it can be bought, otherwise it is extended and should be avoided. Give the 10-dma the
chance to catch up to the stock, where the stock would consolidate for a few days, before buying such
a pocket pivot.

Do not buy pocket pivots if the overall chart formation is in a multi-month downtrend (5 months or
longer). It is best to wait for the rounding part of the base to form before buying.

Do not buy pocket pivots if the stock is under a critical moving average such as the 50-dma or 200-
dma. If well under its 50-dma, and getting support near the 200-dma, it can be bought provided the
base is constructive.

Do not buy pocket pivots if the stock formed a 'V' where it sells off hard down through the 10-dma or
50-dma then shoots straight back up in a 'V' formation. Such formations are failure prone.

Avoid buying pocket pivots that occur after wedging patterns.
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The Seven Week Rule



: m 10-day and 50-day moving averages in conjunction with
the Pocket Pivot tool is governed by the “Seven-Week Rule.”

* 10-day = Stocks that have shown a tendency to “obey” or “respect” the
10-day moving average for at least 7 weeks in an uptrend should often
be sold once the stock violates the 10-day line.

e 50-day = If they don’t show such a tendency to obey the 10-day moving
avera%e then it is better to use the 50-day moving average as your guide
for selling.

e This rule can help prevent you from selling a stock prematurely if it is
simply not its nature to ho?,d the 10-day moving average and it tends to
drop below the 10-day line often. Our studies of pocket pivots indicate
that a pocket pivot buy point which results in an uptrend that is shown
to obey the 10-day moving average for at least 7 weeks following the
initial pocket pivot should be sold upon its first violation of the 10-day
line. A “violation” is defined as a close below the 10-day moving average
(fiollowed by a move on the next day below the intraday low of the first

ay.

® More on this in the Trading Simulation later today.
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Appendix A:
“Bottom-Fishing” Pocket Pivot
Buy Point Examples
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Summary

® Pocket pivots function as early buy points within a
base or as continuation buy points once a stock is
extended from a prior base breakout.

® Pocket pivots are often strong clues during market
corrections when they occur within the base or
consolidation of a potential leader just before a market
bottom and new rally phase.

e Pocket pivots are not a panacea, but they do offer an
edge in today’s markets. Proper risk management must
always be employed. basing formation.
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