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Our Mission 

To provide educational and affordable tools that are easy to use and reduce the barriers to enter into any market so 
that every individual has the opportunity to pursue their personal and financial aspirations. 

Stop Watching | Start Living 
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 The last edition of State of the Bands examined the world of Cryptocurrency and Blockchain Technology. In 

this edition we revisit our December 10, 2018 declaration of the beginning of a Bear Market on December 3, 

2018, compare the current market to those of 2001, 2007/08 and 2015, and discuss some key economic factors. 

 

Arbitrage Bands™ identified the beginning of a Bear Market effective December 3, 2018. The chart below is 
reproduced from the December 10, 2018 issue of State of the Bands. 

  
Since December 26, 2018 we have experienced a relief rally... 
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Arbitrage Bands™ 3D indicator did, in fact, identify the relief rally that started on December 26, 2018.  
 

When you have eliminated all which is impossible, then whatever remains, however improbable, 
must be the truth.  - Sir Arthur Conan Doyle 

 
Arbitrage 3D™ indicator uses four Arbitrage Bands™ to eliminate impossible prices and indicate probable 
price action.  In the chart below the Arbitrage Band™ marks the beginning of a new downtrend with the 
illustrated red triangle. Overlaying the Arbitrage 3D™ indicator paints a clear picture of the probability 
remaining within the system. In the Arbitrage Bands™ system the candles must stay within the Arbitrage 3D™ 
indicator. 
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Strong economic indicators and positive developments in trade talks fueled the December 26, 2018 rally. 

Though slightly down from an 18-year high in October, Consumer Confidence remained at historically strong 

numbers in November and very strong retail sales were reported through Christmas. In an effort to deescalate 

trade tensions, the United States and China announced a 90-day truce on December 3 with additional tariffs to 

be implemented if the two sides cannot reach an agreement by March 1.  

Now, 25+ trading days into the relief rally we see a 3-week hiatus in the partial government shutdown and the 
Chairman of the Federal Reserve becoming more dovish regarding rate hikes in 2019.  

On the surface, this all seems positive... 
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 ...a closer look using the Arbitrage Bands™ system will reveal more information about the long-term market 
trend. 
 
The Apocalypse Band™ indicates that the Pulse Line (the fuchsia line), the heart of Arbitrage Bands™, is 
pinned to the top of the band on the daily chart. 
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 Introducing the Arbitrage Loop™ indicator (a different take on the Law Of One Price) 

The Arbitrage Loop™ indicator identifies when a bullish trend or bearish trend is ending. When the lines cross 

all of the energy within the previous trend has been expended. If the red line is on top a negative trend is in 

progress; if the green line is on top a positive trend is in progress. The histogram shows what fuel type is in the 

current trend. 
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2000 Correction 
 
Due to the gravity of the Y2K bug many software developers were specifically hired/contracted to discover, 
test, resolve, and replace vulnerable software in the global marketplace. The resolution of the Y2K bug in 
early 2000 contributed to high unemployment numbers and increased the number of tech-savvy 
entrepreneurs that were suddenly out of work in the global marketplace. The lower barriers to entry into the 
emerging software development marketplace for these entrepreneurs resulted in an oversupply of internet 
service provider start-ups. However, the lack of demand and new ideas resulted in many ISPs and 
entrepreneurs defaulting on their newly issued bank loans. 

Looking at past market 
corrections with the 
Arbitrage Loop™ 
indicator, the duration 
and magnitude of each 
correction becomes 
quantifiable. 
 
The Arbitrage Loop™ 
indicator in the chart  
illustrates the 
compound negative 
impact seen in the 
market between late 
2000 and 2001. 
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 2008 Correction 
 
Financial industry deregulation contributed to the correction of 2008. Banks were allowed to engage in hedge 
fund trading with mortgage-backed securities and other derivatives which led to an increase in the number of 
mortgages to support the profitable sale of the derivative securities.  
 

The Arbitrage Loop™ indicator in the chart below illustrates the compound negative impact present in the 
market between late 2007 and 2009. 
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 2015 Market 
 
The negative market influencers of late 2015 and early 2016 were not strong enough to adversely affect equity 
prices long term. The chart below shows only brief periods of negative fuel in the system until Q4 of 2018. 
 
In comparison to the 2000/01 and 2007/08 corrections, the negative impact reflected in the Arbitrage Loop™ 

indicator appears negligible. 
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POTENTIAL MARKET INFLUENCES 
 

CHINA 
• Refusal of plastic recyclables effective 2018 
• Drastic slowdown in economic growth  
• Significant correction in China’s stock market in 2018 
• Ongoing trade war with the United States  
• China’s Dagong Global Credit Rating Co downgraded the US credit rating in January 2018 

 
EU/UK 

• Brexit negotiations 
• Retaliatory tariffs 

 
CANADA/MEXICO 

• NAFTA  
• Retaliatory Tariffs 
 

DOMESTIC 
• Partial Government shutdown 
• Delay of Key Economic Indicators 
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POTENTIAL MARKET INFLUENCE - CHINA 
 

China lacks a fully developed waste management system. 
Accordingly, China announced they would no longer accept plastic 
recyclables as of January 1, 2018. Long the world leader in the import 
of plastic waste, it is estimated that China imported a total of over 100 
million metric tons of waste between 1988 and 2016.  
 
 
 
 
 
 

China’s GDP growth rate has been steadily declining since 
experienced a drastic slowdown in economic growth in 2018. 
Their annual GDP growth rate of 6.6% was the lowest level 
since 1990’s 3.9% growth rate. 

 

 

Image: ID 133763566 © Digitalpress | Dreamstime.com  

https://www.dreamstime.com/digitalpress_info
https://www.dreamstime.com/
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POTENTIAL MARKET INFLUENCE - CHINA 

 
The Chinese stock market as measured by the 
Shanghai Composite Index lost 14.5% of its equity 
value in 2018.       

  

In January 2019 there was a 4.1% increase. 

Image: ID 103034892 © Lukas Bischoff | Dreamstime.com  

The US government imposed tariffs on steel, aluminum, 
washing machines, and solar panels in March 2018.  
 
China imposed retaliatory tariffs in July and September 
2018. 

 
Since July the US has imposed tariffs on $250 billion of 
Chinese products and China has taxed over $110 billion 
of US products. President Trump is looking for China to 
open markets to a wider range of manufacturing, 
agricultural and financial products. 

China and the US agreed to a 90-day negotiation 
window during which no new tariffs would be 
announced and the US agreed to not increase existing 
tariffs from 10 to 25 percent on January 1, 2019. 

https://www.dreamstime.com/mail2355_info
https://www.dreamstime.com/
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 On January 15, 2018, China’s Dagong Global Credit Rating Co. downgraded 

the US credit rating from A– to BBB+ and placed them in a negative outlook 

status. This is equivalent to a US personal credit score near 620 which is 

barely enough to qualify for an FHA loan. 

 

A hard line on tariffs could affect trade, not only with China, but with the EU, 

Canada, and Mexico as well. And with the US’s inability to secure more credit 

worthiness with its existing trading partners this could easily escalate quickly.   

Image: ID 120983882 © Tzogia Kappatou | Dreamstime.com  

https://www.dreamstime.com/rawf88_info
https://www.dreamstime.com/
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 POTENTIAL MARKET INFLUENCE - BREXIT NEGOTIATIONS 

With the two recent votes (January 15, and January 29, 2019) of 
Parliament soundly rejecting Prime Minister Theresa May’s 
withdrawal agreement with the EU, the March 29, 2019 exit 
date looms large. Obstacles to the approval of the agreement by 
Parliament include the buyout amount that the UK would have 

to pay the EU to exit; the effect the exit will have on expatriates 
of both the UK and EU; and the avoidance of the return of a 
physical border between EU member the Republic of Ireland, 

and Northern Ireland, a country which is part of the United 
Kingdom.  

Image: ID 73599794 © Worradirek Muksab | Dreamstime.com  

If the exit date arrives without an extension or 
an approved agreement, the UK would leave 
with no trade agreements in place between the 
UK and the EU and trade between the parties 
would fall under WTO rules. 

While the economic and market effect of the 
various Brexit scenarios remain uncertain, the 
10-year difference in the UK GDP could reach 
-6.7%. Significant changes would undoubtedly 

affect the US economy and markets as well. 

https://www.dreamstime.com/worradirek_info
https://www.dreamstime.com/
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 POTENTIAL MARKET INFLUENCES - DOMESTIC 

The 2018-2019 partial government shutdown began on December 22, 2018 and lasted 35 days.   

The Congressional Budget Office estimates that the shutdown delayed $18 billion in federal spending and 

lowered the projected level of real GDP in the first quarter of 2019 by 0.2 percent. 

If a funding bill is not approved the three week reprieve will end on February 15, 2019, and the government 

will potentially face another shut down. 

Image: ID 136489924 © Stuart Miles | Dreamstime.com  

https://www.dreamstime.com/stuartmiles_info
https://www.dreamstime.com/
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 Objectively viewing the state of the world economy the amount of risk currently present is astoundingly high. 

This is reflected in the significant amount of negative fuel produced by the Arbitrage Loop™ indicator. Also, 

since the relief rally began on December 26, 2019 the Arbitrage 3D™ indicator is expanding, allowing for 

more downward probability. 



 

 

Arbitrage Trade Analytics, LLC  State of the Bands—February 4, 2019 

© 2019 Arbitrage Trade Analytics, LLC. All rights reserved.  

Arbitrage Trade Analytics, LLC | 5100 Poplar Avenue, Suite 2223 | Memphis, TN 38137 17 

 
In the weekly chart below, the candles are bouncing off the compass line. The long term trend cannot point up 
until the candles cross over the compass line. We are now testing the compass line for the first time since the 
inception of the rally that began on December 26, 2018. The Apocalypse Band’s™ Pulse Line cannot break 
205.27. 
 
Based on that the candles must close below this level at some point in the very near future... 
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The Arbitrage Breaker™ indicator shows the length of the current Bull Market at 99 months. 
 
The Arbitrage Loop™ indicator on the monthly chart shows how precariously close the market was to 
entering a long-term down trend in January 2016 and December 2018.  
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According to the charts of the Arbitrage Bands™ system the market is making more room for a significant 

downward movement:  

• The pulse line is pinned to the top of the band on the daily chart (p. 5) 

• The Arbitrage Loop™ indicator is showing consistent negative fuel even well into the relief rally 

which started on December 26, 2018 (p. 6) 

• The Arbitrage 3D™ indicator is expanding to allow more short-term downward movement (p. 16) 

• The candles on the weekly chart remain below the compass line indicating a high probability of an 

accelerated downward trend (p. 17) 

• The Arbitrage 3D™ indicator is illustrating a dangerously low chance of continued upward trend in the 

coming months (p. 18) 

What to expect 

• Institutional investors will use this opportunity to take cover and profits 

• Less sophisticated investors will invest more in the currently perceived (relief) rally  

• The M pattern on weekly chart (traditionally means ‘murder’) creating a double top 
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Disclosure 

Arbitrage Trade Analytics, LLC (Arbitrage Trade) is a privately held research company. Arbitrage Trade is solely responsible for the preparation and distribution of the research 

contained herein. The above references an opinion and is for informational purposes only. It is not intended to be investment advice. Seek a duly licensed professional for 

investment advice. 

The information provided is as of the date above and subject to change. All information used in the publication of this report has been compiled from publicly available sources that 

are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department 

of Arbitrage Trade at the time of publication.   

This document is not directed to, or intended for distribution to, or use by, any person or entity that is a citizen or resident of or located in any locality, state, country, or other 

jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This research is not an offer to sell or the solicitation of an offer to buy any 

security in any jurisdiction. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individuals or 

entities.  

Links to third party sites/Third party services 

This document may contain links and/or references to other websites ("Linked Sites"). The Linked Sites are not under the control of Arbitrage Trade and Arbitrage Trade is not 

responsible for the contents of any Linked Site, including without limitation any link contained in a Linked Site, or any changes or updates to a Linked Site. Arbitrage Trade is 

providing these links to you only as a convenience, and the inclusion of any link does not imply endorsement by Arbitrage Trade of the site or any association with its operators. 

Certain services made available by Arbitrage Trade are delivered by third party sites and organizations. By using any product, service or functionality originating from this 

publication you hereby acknowledge and consent to the Terms of Use set by Arbitrage Trade. 

No unlawful or prohibited use/Intellectual Property 

You are granted a non-exclusive, non-transferable, revocable license to access and use this publication strictly in accordance with these terms of use. As a condition of your use of 

this publication, you warrant to Arbitrage Trade that you will not use this publication for any purpose that is unlawful or prohibited by these Terms. You may not obtain or attempt to 

obtain any materials or information through any means not intentionally made available or provided for through this publication. 

All content included as part of this publication, such as text, graphics, logos, images, as well as the compilation thereof is the property of Arbitrage Trade or its suppliers and 

protected by copyright and other laws that protect intellectual property and proprietary rights. You agree to observe and abide by all copyright and other proprietary notices, 

legends or other restrictions contained in any such content and will not make any changes thereto. 

You will not modify, publish, transmit, reverse engineer, participate in the transfer or sale, create derivative works, or in any way exploit any of the content, in whole or in part, 

found in this publication. Arbitrage Trade content is not for resale. Your use of this publication does not entitle you to make any unauthorized use of any protected content, and in 

particular you will not delete or alter any proprietary rights or attribution notices in any content. You will use protected content solely for your personal use, and will make no other 

use of the content without the express written permission of Arbitrage Trade and the copyright owner. You agree that you do not acquire any ownership rights in any protected  
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content. We do not grant you any licenses, express or implied, to the intellectual property of Arbitrage Trade or our licensors except as expressly authorized by these Terms. 

Use of communication services 

Arbitrage Trade does not control or endorse the content, messages or information found in any communication and, therefore, Arbitrage Trade specifically disclaims any liability 

with regard to communications and any actions resulting from your participation in any communication. Managers, employees, hosts, presenters, and other representatives and 

their views do not necessarily reflect those of Arbitrage Trade. 

Materials provided for communication are subject to posted limitations on usage, reproduction and/or dissemination. You are responsible for adhering to such limitations if you 

acquire these materials. 

International Users 

The Service is controlled, operated and administered by Arbitrage Trade from our offices within the USA. If you access this publication from a location outside the USA, you are 

responsible for compliance with all local laws. You agree that you will not use the Arbitrage Trade Content accessed through this publication in any country or in any manner 

prohibited by any applicable laws, restrictions or regulations. 

Indemnification 

You agree to indemnify, defend and hold harmless Arbitrage Trade, its officers, directors, employees, agents and third parties, for any losses, costs, liabilities and expenses 

(including reasonable attorney's fees) relating to or arising out of your use of or inability to use this publication and services provided, your violation of any terms of this Agreement 

or your violation of any rights of a third party, or your violation of any applicable laws, rules or regulations. Arbitrage Trade reserves the right, at its own cost, to assume the 

exclusive defense and control of any matter otherwise subject to indemnification by you, in which event you will fully cooperate with Arbitrage Trade in asserting any available 

defenses. 

Arbitration 

In the event the parties are not able to resolve any dispute between them arising out of or concerning these Terms and Conditions, or any provisions hereof, whether in contract, 

tort, or otherwise at law or in equity for damages or any other relief, then such dispute shall be resolved only by final and binding arbitration pursuant to the Federal Arbitration Act, 

conducted by a single neutral arbitrator and administered by the American Arbitration Association, or a similar arbitration service selected by the parties, in a location mutually 

agreed upon by the parties. The arbitrators award shall be final, and judgment may be entered upon it in any court having jurisdiction. In the event that any legal or equitable 

action, proceeding or arbitration arises out of or concerns these Terms and Conditions, the prevailing party shall be entitled to recover its costs and reasonable attorney's fees. The 

parties agree to arbitrate all disputes and claims in regards to these Terms and Conditions or any disputes arising as a result of these Terms and Conditions, whether 

directly or indirectly, including Tort claims that are a result of these Terms and Conditions. The parties agree that the Federal Arbitration Act governs the 

interpretation and enforcement of this provision. The entire dispute, including the scope and enforceability of this arbitration provision shall be determined by the Arbitrator. This 

arbitration provision shall survive the termination of these Terms and Conditions. 
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Class Action Waiver 

Any arbitration under these Terms and Conditions will take place on an individual basis; class arbitrations and class/representative/collective actions are not permitted. THE 

PARTIES AGREE THAT A PARTY MAY BRING CLAIMS AGAINST THE OTHER ONLY IN EACH'S INDIVIDUAL CAPACITY, AND NOT AS A PLAINTIFF OR CLASS MEMBER 

IN ANY PUTATIVE CLASS, COLLECTIVE AND/ OR REPRESENTATIVE PROCEEDING, SUCH AS IN THE FORM OF A PRIVATE ATTORNEY GENERAL ACTION AGAINST 

THE OTHER. Further, unless both parties agree otherwise, the arbitrator may not consolidate more than one person's claims, and may not otherwise preside over any form of a 

representative or class proceeding. 

Liability disclaimer 

THE INFORMATION, SOFTWARE, PRODUCTS, AND SERVICES INCLUDED IN OR AVAILABLE THROUGH THE SITE MAY INCLUDE INACCURACIES OR 

TYPOGRAPHICAL ERRORS. CHANGES ARE PERIODICALLY ADDED TO THE INFORMATION HEREIN. ARBITRAGE TRADE LLC AND/OR ITS SUPPLIERS MAY MAKE 

IMPROVEMENTS AND/OR CHANGES IN THE SITE AT ANY TIME. 

ARBITRAGE TRADE LLC AND/OR ITS SUPPLIERS MAKE NO REPRESENTATIONS ABOUT THE SUITABILITY, RELIABILITY, AVAILABILITY, TIMELINESS, AND 

ACCURACY OF THE INFORMATION, SOFTWARE, PRODUCTS, SERVICES AND RELATED GRAPHICS CONTAINED ON THE SITE FOR ANY PURPOSE. TO THE 

MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, ALL SUCH INFORMATION, SOFTWARE, PRODUCTS, SERVICES AND RELATED GRAPHICS ARE PROVIDED 

"AS IS" WITHOUT WARRANTY OR CONDITION OF ANY KIND. ARBITRAGE TRADE LLC AND/OR ITS SUPPLIERS HEREBY DISCLAIM ALL WARRANTIES AND 

CONDITIONS WITH REGARD TO THIS INFORMATION, SOFTWARE, PRODUCTS, SERVICES AND RELATED GRAPHICS, INCLUDING ALL IMPLIED WARRANTIES OR 

CONDITIONS OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, TITLE AND NON-INFRINGEMENT. 

TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, IN NO EVENT SHALL ARBITRAGE TRADE LLC AND/OR ITS SUPPLIERS BE LIABLE FOR ANY DIRECT, 

INDIRECT, PUNITIVE, INCIDENTAL, SPECIAL, CONSEQUENTIAL DAMAGES OR ANY DAMAGES WHATSOEVER INCLUDING, WITHOUT LIMITATION, DAMAGES FOR 

LOSS OF USE, DATA OR PROFITS, ARISING OUT OF OR IN ANY WAY CONNECTED WITH THE USE OR PERFORMANCE OF THE SITE, WITH THE DELAY OR 

INABILITY TO USE THE SERVICE OR RELATED SERVICES, THE PROVISION OF OR FAILURE TO PROVIDE SERVICES, OR FOR ANY INFORMATION, SOFTWARE, 

PRODUCTS, SERVICES AND RELATED GRAPHICS OBTAINED THROUGH THE SERVICE, OR OTHERWISE ARISING OUT OF THE USE OF THE SERVICE, WHETHER 

BASED ON CONTRACT, TORT, NEGLIGENCE, STRICT LIABILITY OR OTHERWISE, EVEN IF ARBITRAGE TRADE LLC OR ANY OF ITS SUPPLIERS HAS BEEN ADVISED 

OF THE POSSIBILITY OF DAMAGES. BECAUSE SOME STATES/JURISDICTIONS DO NOT ALLOW THE EXCLUSION OR LIMITATION OF LIABILITY FOR 

CONSEQUENTIAL OR INCIDENTAL DAMAGES, THE ABOVE LIMITATION MAY NOT APPLY TO YOU. IF YOU ARE DISSATISFIED WITH ANY PORTION OF THE SERVICE, 

OR WITH ANY OF THESE TERMS OF USE, YOUR SOLE AND EXCLUSIVE REMEDY IS TO DISCONTINUE USING THE SERVICE. 

Termination/access restriction 

Arbitrage Trade reserves the right, in its sole discretion, to terminate your access to the Service and any related services or any portion thereof at any time, without notice. To the 

maximum extent permitted by law, this agreement is governed by the laws of the State of Tennessee and you hereby consent to the exclusive jurisdiction and venue of courts in 

Tennessee in all disputes arising out of or relating to the use of the Site. Use of this publication is unauthorized in any jurisdiction that does not give effect to all provisions of these 

Terms, including, without limitation, this section. 
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You agree that no joint venture, partnership, employment, or agency relationship exists between you and Arbitrage Trade as a result of this agreement or use of the Site. Arbitrage 

Trade's performance of this agreement is subject to existing laws and legal process, and nothing contained in this agreement is in derogation of Arbitrage Trade's right to comply 

with governmental, court and law enforcement requests or requirements relating to your use of the Site or information provided to or gathered by Arbitrage Trade with respect to 

such use. If any part of this agreement is determined to be invalid or unenforceable pursuant to applicable law including, but not limited to, the warranty disclaimers and liability 

limitations set forth above, then the invalid or unenforceable provision will be deemed superseded by a valid, enforceable provision that most closely matches the intent of the 

original provision and the remainder of the agreement shall continue in effect. 

Unless otherwise specified herein, this agreement constitutes the entire agreement between the user and Arbitrage Trade with respect to the Site and it supersedes all prior or 

contemporaneous communications and proposals, whether electronic, oral or written, between the user and Arbitrage Trade with respect to the Site. A printed version of this 

agreement and of any notice given in electronic form shall be admissible in judicial or administrative proceedings based upon or relating to this agreement to the same extent and 

subject to the same conditions as other business documents and records originally generated and maintained in printed form. It is the express wish to the parties that this 

agreement and all related documents be written in English. 

Changes to Terms 

Arbitrage Trade reserves the right, in its sole discretion, to change the Terms under which arbitragetrade.com is offered. The most current version of the Terms will supersede all 

previous versions. Arbitrage Trade encourages you to periodically review the Terms to stay informed of our updates. 

Contact Us 

Arbitrage Trade welcomes your questions or comments regarding the Terms: 

Arbitrage Trade Analytics, LLC 

5100 Poplar Ave. 

Suite 2223 

Memphis, TN 38137 

 

Email Address: Royce.wells@arbitragetrade.com 

Telephone number: 901-721-3720 

Effective as of February 4, 2019  


