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· Who are we, and why this research?
· One Wheel Analysis – How we do it
· 2007 Results
· Sneak Preview of 2008
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· We see an approaching “storm” on the horizon that will mean drastic changes to our way of life.  Much of our research is targeted at tracking the approach and size of this social-economic-environmental storm.  Changes in the stock market, the price of crude oil, and the U.S. dollar can give us useful clues in this endeavor.
· For this reason, we sought to find a reliable method to forecast significant market moves.
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· One Wheel Analysis is our primary tool for looking at systems involving human interaction.

· There are eight components of human emotion and behavior in the Wheel.

· Markets move in response to the perception of changes in abundance vs. scarcity, safety vs. hostility, etc.

· These components oscillate in fairly regular patterns, modified by current events and the perception of likely near-future events.
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At high points, these components individually signify:

· 1) Protective – Domestic focus, tight purse strings, data driven market.

· 2) Directive – International focus, expansion, strong trends, optimism.

· 3) Mania – Frothy optimism without basis, greed, bubbles about to pop, volatility, aimlessness.

· 4) Sedation – Lethargy, despair, self-deception, fear; sometimes signals relief rally in bear market.
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From each month’s forecast data, complete by end previous month:

[image: image7.emf]-40

-20

0

20

40

60

80

100

July 07 Aug Sept Oct Nov Dec

Protective Directive Mania Sedation


            
[image: image8]
S&P Price Chart, Weekly

Source: Futuresource
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Estimate of monthly net change derived from differences between components.
· Directive-Protective and Mania-Sedation vs. actual change per month.

[image: image10.emf]S&P Forecast 2007, Change per month
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· Directive-Sedation, Mania-Protective and their average vs. cumulative change per month.

[image: image11.emf]S&P Net Change 2007, Cumulative
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· Using One Wheel Analysis, we also include in our forecast key changes in mood and behavior likely to be observed in:

· U.S. Government

· U.S. Society

· The World (from a U.S. perspective)

Periods of higher geopolitical risk can at times be spotted this way.
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[image: image15.emf]U.S. Dollar Forecast (change per month)
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Two indicators were derived for U.S. Dollar Index forecast.  SE Avg and SE Cum were significantly correlated with the actual change per month (p<.10 and p<.01 respectively).
[image: image16.emf]U.S. Dollar Forecast (change per month)
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While the shape of the rate of change curve matches the actual change curve, the forecast was consistently more bullish than the actual change.
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· Shape of curve for entire period, i.e. whether Dollar is increasing or decreasing faster or slower each month can be forecast with high confidence.

· Exact numeric or percentage price change per month is more difficult -- confidence moderate.

· Total price change over period of time -- low confidence.
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[image: image19.emf]S&P Forecast 2007, Change per month
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· Dir-Pro was significantly correlated with the actual range up (High-Open) at p<.01 and actual range down (Low-Open) at p<.10.
[image: image20.emf]S&P Net Change 2007, Cumulative
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· The combination of Dir-Pro and Ma-Sed is used to assess monthly change and trend changes.

· Dir-Sed significantly correlated with the actual cumulative change and range down (Low-Open) at p<.10, EW Avg and Man-Pro with actual range down at p<.05.  These are used to estimate net price change.

[image: image21.emf]S&P Volatility Forecast
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· Two volatility indicators were derived.  F Range significantly correlated with actual range down (p<.10) and V Sum with actual range up and actual range down (p<.05).
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Top chart is forecasted S&P price chart; bottom is actual.

[image: image24]
· Qualitative assessment of trend and sentiment each month (e.g. bullish, extremely bearish) is drawn directly from raw forecast -- confidence is very high.

· Shape of curve for entire period, i.e. direction and turning points -- high confidence.

· Numeric or percentage price change per month is more difficult –confidence moderate.
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[image: image26.emf]Crude Oil Forecast, Change per month
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· Dir-Pro and Ma-Sed together are useful for scaling the change in price per month and spotting trend changes.  December posed a challenge as one indicator was positive and one negative. The indication of a likely trend change in November to positive would make that direction preferable.
[image: image27.emf]Crude Oil Change per Month
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· The forecasted rate of change was derived from Ma-Pro & Dir-Sed and was significantly correlated (p<.05) with the actual change for each month.
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[image: image28.emf]Crude Oil Cumulative Forecast vs. Actual
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· One indicator was derived for the Crude Oil forecast. Cum was significantly correlated (p<.05) with the net price change for the period.
[image: image29.emf]Crude Oil Cumulative Forecast vs. Actual
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The change per month was converted to a cumulative forecast with similar results to Cum.
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· Qualitative assessment of trend and sentiment each month (e.g. bullish, extremely bearish) is fairly straightforward from raw forecast, confidence is high.
· Numeric or percentage price change for the entire period, moderate confidence; for individual months, confidence moderate to low.


SNEAK PREVIEW OF 2008
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· Socioeconomic Forecast

· U.S. Government – Focus is on dealing with economic woes, maintaining order, and soothing the increasingly negative public sentiment.
· U.S. Society – The attempt to find optimism with rose colored glasses is failing.  Pessimism and despair continue to increase.
· World from U.S. Perspective – Grass is greener; the rest of the world seems to be doing better.

· S&P

· Confusing, choppy month.
· Pervading background bearish sentiment, however sell-offs lead to additional rallies.
· Approximate range: Up 30 (2%) to Down 60 (4%) from Jan. 2, 2008 open.
· Net change: January’s close should be within 1% of January’s open, approximately down 10.
Chart supporting the range portion of S&P Forecast.

[image: image32.emf]S&P Volatility Forecast
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Chart supporting the net change portion of S&P Forecast.

[image: image33.emf]S&P Forecast, Change per month
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· 
Crude Oil

· Attempts to sell-off are mitigated by geopolitical concerns which keep crude oil supported.  Look for a spike, then slight sell-offs primarily 1st half of the month followed by consolidation.
· Should remain little changed throughout the month.  Net change up $3 from Jan. 2, 2008 open.

· A chart supporting Crude Oil Forecast.

[image: image34.emf]Crude Oil Forecast, Change per month
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· U.S. Dollar

· Losses slow down, and it again searches for a bottom.
· The U.S. Dollar Index should end down less than 2 points, or 1 - 2%.

A chart supporting U.S. Dollar Forecast.

[image: image35.emf]U.S. Dollar Forecast (change per month)
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· Compared to January’s ambivalence, February will be decidedly volatile and markets will make large directional moves.
· The Dollar will gain 2-3% in one particular month in the next six months.
· Four of the next six months will see very big stock market moves.
· All of this is clear in our 1st Half Forecast.
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· No money is required to receive it.
· What is requested:
· An agreement not to publicly disclose or publish the forecast.

· A pledge for a donation to our 501(c)3 foundation to support the continuation of our research, in accordance with the value you see in what we are doing.
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RELIABLE TREND FORECASTS FOR THE STOCK
MARKET, CRUDE OIL, AND THE U.S. DOLLAR

Results for 2007 and a Preview of 2008
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ADAPTED FOR HUMAN INTERACTION WITH MARKETS (FORECASTS)



[image: image42.png]EXAMPLE, S&P RAW FORECAST VS. PRICE CHART
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[image: image44.png]ARRIVING AT FINAL FORECAST, S&P



[image: image45.png]GOVERNMENT MOOD AND GEOPOLITICAL IMPLICATIONS
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