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Module-1 Recap

CANSLIM

Cup with handle
Double Bottom
Analyze bases on weekly charts

First week of all bases is the first down week
In the pattern

Maximum correction 30% (50% bear market)




Double Bottom with Handle

Buy point 0.10 above
handle

—_—

R E——

This i1s a variant of the
double bottom pattern
discussed last month

Midpoint of handle
Should be above
Midpoint of base

Pivot should be within
15% of previous high

\Volume should dry up
In handle



Cup without Handle Base

Buy point
0.10 above left side

N/

7 weeks—

Tend to be early stage bases of small and mid-cap
stocks with dramatic earnings increases

Slightly less success than cup with handle
patterns, 50% succeed vs. 70% for C&H bases

Most of these work in an emerging bull market
Beware of no-handle cups late in an advance



China Medical Tech Ads (CMED)Y NASDAG Medical-systemsiedguip Yolume 2,584,000 F40.00 +0.78

tarket Capitalization $1.24 Billion A0-Day Avg Yolume E17,200
Option On - CBIAMPAPH C M E D Shares in Float 20.0 Million Off 52-¥Week High -4.8%
Short Interest 2.1 days - 19% Shares Outstanding 27 .4 nillion a2-Week Hi-Lo $54.30-521.65

HEADQUARTERE: CHINA, _ FHOME: whnty chinameditech.com

CHINESE DEVELOPER QF HIGH INTENSITY FOCUSED ULTRASOUND PRODUCTS TO TREAT SOLID CANCERS ANMD BEMIGH TUMORS.
11726007 To acquire the entire equity interest in Beijing Bio-Ekon Biotechnalogy for $28.8 mil in cash.
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Ascending Base

Classical Pivot (buy point)
0.10 above third step

— >

Almost always formed
by short term general
market sell off

Secondary base that forms after a double bottom

or cup with handle base

Three pullbacks of “about”10%-20% In price
Successively higher lows and higher highs

O to 16 weeks In duration
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Flat Base

Classical Pivot (buy point)
0.10 high point of base

/

Area of
consolidation
around which a
rectangle can
easily be drawn

« Secondary base, usually forms after a prior base
 Sideways movement with maximum of 15%

correction

* Volume should dry up at least slightly



& I Steel Holding Corp (AKS) NYSE Stesl-producers

CRISMIPAIPH
2.2 days +

Option On
Shart Interest

4%

AKS

mMarket Capitalization
Shares in Float
Shares Outstanding

$4.34 Billion
109.3 Millian
111.5 Millian

valume 17,773,000

a0-Dray Avd Volume

Off 52-WWeek High

S2-Week Hi-Lo

F47.93 +5.35

2,882,300
-11.2%

Fa3.87-F19.66

HEADGQUARTERS: MIDDLETOWM, OH

PHOME: 513-425-5000
MAMUFACTURES FLAT-ROLLED CARBOMN AMD STAIMLESSIELECTRICAL STEEL FOR THE AUTOMOTNVEICZONSTRUCTIONMBPPLIANMCE INDUSTRIES.

10/02/07 Reached a health care settlement with a group of retirees from its Middleton (OH) Works plant.

i akistesl com
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High Tight Flag

Buy point 0.10

Above high point Starts with a 100-120% or
T R4 0T | more run-up in a very short
e | time (4-8 weeks)
Efi:::::::::::::_::::::Efffffffffffffff Then corrects sideways (or
ooyl | drifts down slightly) for 3-4
AN | weeks correcting no more
ST | than 10-20%

< 8 weeks

 Very rare base that tends to have an explosive
move. You may get one or two of these in a bull
market. Failure rate can be higher, stick to
Institutional grade picks
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Dryships Inc (DRYS) MASDAG Transporation-ship

Market Capitalization $2.69 Billian
Option On - CBAMPAFH D R Y S Shares in Float 18.8 Millian
ShortInterest 0.8 days + 29% Shares Qutstanding 36.2 Million

§74.20 +14.62
4,491,200
-43.4%
$131.34-516.85

Wolume 24, 463,000
A0-Day Avg Yolume
Off 82-¥Week High
52-Week Hi-Lo

HEADGQUARTERS: GREECE, _ PHOME:

GREEK PROVIDER OF CARRIER TRANSPORTATION SERVICES FOR DRYBULK COMMODITIES SUCH AS COAL
12M8/07 To acquire about 30.4% stake of offshore drilling contracter, Ocean Rig ASA for ahout §405 mil.

it dryships.com
ROM ORE WITH 35 YESSEL FLEET.
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TASR High Tight Flag
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TASR-Later
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|IPO Bases

Google Inc Add to List: | vinikassetmgt |[ + | i (58] &, %\,
Google Inc (GOOG) NASDAQ Internet-Content Volume 5,362,500  $112.00 +0.51
Price
Scals
Google Inc Add to List: | vinkassetgt | [ » | &l (58] &, %, T -
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Look for characteristics of a HTF without the flag pole
Buy point is when price breaks to a new high



Master Card IPO
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Base on Base

The primary bases (Cup and Double
Bottom patterns) we have discussed had
the feature of having at least a 20% prior
rise before the base began.

The base-on-base pattern can be an
exception to this rule, also an IPO



Base on Base

Less than 20% rise

Pivot (buy point)

Pivot (buy point)

A base-on-base pattern is created when a second

base forms less than 20% above the pivot point of
a prior base

« Generally base on base formations are desirable
patterns, WHY?



Base on Base Example

Copuyright @ 2006 eZignal.
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Counting Bases

After a stock moves up they typically
consolidate (base) for weeks or months
before they make another move

New Investors are required to keep a stock
rising
By the time a growth stock forms its third or

later stage base It is known by most
Investors

We prefer to buy 15t or 2"d stage bases



Base Counting Rules

« Count each base that forms 20-30% or more above a prior base
(pivot to top of next base); make an exception with IPOs

« Count bases when the stock is investment grade. Typically
when the top of a base forms above $10 and demonstrates
obvious demand

» Count bases of 7 weeks or longer (exception of 5 week flat base
that gets deeply undercut)

« A bear market resets the count for all stocks after the market
begins the next bull market

« Any undercut of a prior base resets the count

« A stock that breaks out and fails below the bottom of its base
resets the count

« A 2/3 decline from a prior high resets the count
« A base of 12 months or longer resets the count
The first base that forms after count has been reset is first stage
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|GROW |:I Daily Monthly | Intraday | Display | Markets Stock Lists
U 5 Global Investars Inc (GROW) SCM Finance-investment Mgmi Wolume 4,761,000 F44.51 +8.M
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Tops at $320 after 4™ stage base

Mastercard Inc Cl A Add to List: | Vinik o & &, A,
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Master Card

Mastercard Inc 1A (MA) MNYSE Financial Services-misc

Yolume 24,136,000 $220.38 +11.73

Market Capitalization 5 28.9 Bl 19.2 Bl A0-Day Avg Yolume 4 260 500
Option On - CEAMPATFH Shares in Float 71.8 Willion Off 52-Week High -3.0%
Short Interest 3.1 days +10% Shares Qutstanding 131 Mil§aT Mil) 52-Week Hi-Lo F22718-F105.82
HEADQUARTERS: PURCHASE, NY PHOME: 914-249-2000 whwn nastercard com

PROVIDES GLOBAL PAYMENT SOLUTIONS IM SUPPORT OF THE CREDIT AMD DEBIT PAYMENT PROGRAMS OF 25,000 FINAMCIAL INSTITUTIONS.

110807 AlanJ. Heuer to retire as COO and assume the role of WChrmn.
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Breakout Fallure Reset Example
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Long Base Reset

Cisco Systems Inc (C5C0) MMS Computer-networking “WYolume 128,066,000 F26.84 -0.09

Mark et Capitalization F1632.37 Billion S0-Day Avg Wolume 49,982,000
Cption On CEAMF AFH Sharesin Float 5955.0 Million O ff S2-wWeek High -2.2%
Short Imterest Shares O utstanding BO2E.7 Million S2-veesk Hi-Lo 2T A4-F16.97

1.2 days + 8%

HE ADQUARTERS: SAM JOSE, CA
MAMUFACTURES SWITCHES, ROUTERS AMD OTHER METWORKING AMD

FHOME: 403-526-4000

12606 To acquire Srative Corp, developer of mobile software solutions, for about $31 mil cash.

COMMUNICATIONS HARDWARE

WS S0 SO
FOR BUSIMESS AMND HOME APPLICATIONS.

1P 20 64 990
“ear EFS Frice ('F) EF S Rating a7 Frice
[Jduly k) | High Laowr Group RS Rating g Scale
2000 053 B2 35 SMR Rating L T U P DU
2001 0. 44 11 Acc/Dis Rating B b T
2002 0329 21 g Composite Rating a9
2002 059 24 12 Timeliness Rating T S O O O U P S S S N A S U S S T B
2004 076 20 17 | Sponsorship Rating D e
2005 082 20 16 EF S Growth Rate 26%%
2006 140 27 17 Earnings Stability o Freee e L
2007 1.289 est. 17% a| PJ/E Ratio 22145 5P)
2008 1.52 est. 18% al 5-rear FJE Range 16-111
“ield MiSME | Return on E quity 289%%
E =Diw kA | Cash Flowr F1.35
Book Walue ZG5.83 |Debt 265 Crvwnership
Invertory T 2135 |[R&D 14.3% [Mgmt 2%
LD Wal Ratio 1.5 [Alpha 0132 |Banks 12%
M e CE O MiA (Beta 1.28 [Funds 185
Top RS inGrp[Symbol| RS] EFSRtg | Mo.ofFunds
LEI'IC!DtiC Lk P a9 26 Sep-05 DD rrreer e e
Riverbed RwBD ag 20 Dec-05 AEE et
F alycom FLCM a3 T A MarDE 4140 b
Metgear MTSR e 22 lun-os 1153 U SR St T POt T SUUCAUE Y N SUUCANER S S SO ST TS S S S SO SRS
F arkervisn FRKFR a0 28
Quartarly EFSH) % Chg Sales(FMI BoChg
Jan-05 0.22 +22% G0G2.0 +12%
Apr-05 0.23 +21% G187.0 +10%
Jul-05 028|  +19% B551.0|  +11% Wolume
D ot-05 0.25 +185%%6 G550.0 +10% 198,000,000
Jan-06 0.26 +185%% GEZE.0 +85%%
Apr-06 oza|  +26% 7azzo|  +18% 718,000,000
Jul-06 0.z0 +20%% 79840 +21%
O ot-06 0.21 +24%%6 2184 .0 +25% =0.000.000
Jun 04 Sep 04 Dec 04 Mar 05 (Jun 05 Sep 05 Dec 05 Mar 05 Jun 05 Sep 05 Dec 06
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Next Month we will discuss...

 Alternative entries
» Market tops and bottoms



