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A
“A Full Cuppa Joe” (Elder), &b
“A Gem in the Junk Pile” (¥lder), 55
Active vs. buy and held, 163-164
Afternoon forecast, 92
Alert, 108
American Oriental Bioengineering
(AOB), 240
American Super Conductor
(AMSC), 20
Analytic software, 11
Analytical tools and steps
about, 45-47
Morningstar Groups, 47-48
Morningstar Industry Groups, 48
reward/risk ratio, 48—49
VIX, 47

Analytical tools and steps, 46-49
Appel, Gerald, 32

Arrogance, 5

Ascending triangles, 74-77
Attitude, 5

Automated trading, 32

B
Bad market weather, 90-91
Bad news, absorption of, 27
Banner Corporation (BANR)
thirty minute chart, 205
bottom dweller, 202
daily chart, 204
weekly chart, 203
Bar charts and candlesticks, 9-13
Bear market life cycles, 101
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Bearish divergence, 74, 203-204
Bedrock
methodology, 234-237
philosophy, 233
psychology, 233-234
trading principle, 232
Behavior and price patterns,
238
Best mix, 160-162
Blue sky breakout, 166
Bottom patterns
Bottoms-up Type I, 105-106
Bottoms-up Type II, 106-115
elements of, 103
trading tactic 103-105
Bottoms
about, 19
double bottoms, 19-20
inverse heads-and-shoulders
bottoms, 20
Bottoms-up pattern trade, 110
Bottoms-up Type |
additional items for, 114-115
bottom patterns, 105-106
long entry patter:, 175
set-up characienstics,
105-106
Bottoms-up Type II
bottom patterns, 106-115
fall market season, 225
how to trade, 108-115
set-up characteristics, 106-107
Breakaway gaps, 23-24
Break-in process, 5
Breakout direction, 138-139
Breakout timeline, 138
Breakout traders, 173
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Breakouts
blue sky breakout, 166
direction of, 74
false breakouts, 20-22, 75
false downside breakouts, 74,
205, 228
imminent breakout, 108
long positions, 21
vs. pull-backs, 78-80
upside breakouts, 141, 227
Bricks, 232
Brokerage service, 11
Building blocks concept
analysis of, 241
bedrock, 2:22--246
corneystere, 237-238
trade pians, 246
Rukowski, Thomas N., 77, 216
Eull markets life cycles, 101
Bull patterns turning bearish, 243
Bullish divergence, 200
Bullish signs, 37-38
Buoyancy, 244
Business plan, 54
Buy and sell signals
on daily chart, 190
on monthly chart, 192
on weekly chart, 191

C

Candles, 10

Candlestick pattern charts, 12

Capital appreciation, 154

Capstones, 232

Catch and release trading system,
99

Centerline, 239
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Centerline crossovers, 33
Chain reaction, 112
Challenges, 29
Chasing size, 168
Chicago Board Options Exchange
(CBOE) Market Volatility Index
(VIX). See VIX
Color coding, 89-90
Color-coded price tags, 40
Come Into My Trading Room
(Elder), 9
Commissions, 49, 53
Common gaps, 23
Computerized indicators, 28-30
Confirmation, 16
Confirmation pivot point, 20
Consolidation patterns, 98, 108
Consolidation triangles, 66
Continuation pattern, 137
Contra-trend trading (shorting),
244
Cornerstone
bricks, 238
capstone, 239
keystone, 238
mortar, 239-245
trading principle, 232
Cornerstone Growth strategy, 160,
163
Crossovers
centerline crossovers, 33
line crossovers, 33
MACD, 34-36, 239
moving average Crossovers,
31-32
as signals, 31
Crowd behavior, 10
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D
Daily charts
Banner Corporation (BANR),
204
buy and sell signals on, 190
Energy Conversion Devices,
Inc. (ENER), 201, 210, 214,
217
on entry and exit signals, 192
JTX, 199, 200
MIR, 206
RCII, 209
timing guidance; i°1
Daily forecast, 5192
Daily prices; 27
Daily tinting, 191
Dead cat'bounce, 70, 72
Deoeption arts
about, 39
ascending triangles, 74-77
breakouts, 78-80
exhaustion moves, 70-71
head and shoulders, 77-78
symmetrical triangles, 73-74
V-bottoms, 71-72
conclusion, 80
Decline, trendline break to, 16
Dip-buying, 159
Discouragement, 53
Distinct trend change, 24
Divergences, 33, 239
Double bottoms, 19-20
Double haul, 142
Double tops, 14, 15-16
Double trap, 124
Double-top breakdown, 125
Double-top rollover, 126
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Douglas, Mark, 233-234
Downside reversals, 105
Drag System
ten minute, 185
thirty minute, 183
thirty minute and Strike
Indicator, 183
sixty minute, 182
about, 178
entry and exit errors, 129
market season settings, 180
timing guidance, 190
Dry fly fishing, 50
Dynamic trading system, 234

E
ExTRADE, 12
Early life
about, 3—4
passions, 4
patience, 4
persistence, 4-5
Earnings, 155-156
Earnings announcemant, 224
Earnings growth, 1a&
Earnings per shere (EPS),
158
Elder, Alexander, 5, 9, 40, 41, 128,
164, 180, 233
EMA
on Force Index, 41
slope of, 39-40
as springboard, 162
Emerson, Ralph Waldo, 5
Emotion, 171
Encyclopedia of Chart Patterns
(Bulkowski), 77, 216

June 14,2012 12:54 Trim: 6in x 9in

INDEX

Energy Conversion Devices, Inc.
(ENER)
thirty minute chart, 201
daily chart, 201, 210, 214, 217
daily follow-up chart, 219
five minute chart, 215
intraday chart, 218
January effect, 199
one minute chart, 212
three minute chart, 211
weekly chart, 201
English and bearish engulfing
patterns, 13-14
Entry
Energy Cenversion Devices, Inc.
(ENTR), 211
hew te‘trade, 133, 136
havr to trade bottom up
strategies, 108-109
momentum trading, 166
pull-back patterns, 119
Pull-back Type II, 121-123
top patterns (tops), 127
Entry and exit signals, 192
Entry edge, 64-66
Entry indicator (Strike Indicator),
99
Entry orders
limit orders, 49
orders used, 59
stop limit, 51
stop orders, 49-50
Entry points, 56
Equipment
cost vs. value, 28-29
simplicity of, 29
Exhaustion gaps, 25-26
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Exhaustion moves, 70-71
Exit, 112-114, 129, 167-168, 172
Exit and entry, 184-186
Exit indicator (Drag System), 99
Exit points, 56, 57
Exogenous events, 90
Expectations

about, 53-54, 221-222

GLF trade, 222-225

JFX trade, 225-226

managed funds, 54-58

RMBS trade, 227-229

conclusion, 58-59, 229
Exponential moving average

(EMA), 30-31

Exposure maximization, 235
Express Scripts (ESRX), 156, 157

F
Failure warning, 80
False behavior, 22
False breakouts, 20-22, 75
False downside breakcuts; 205
False upside breakowts, 74, 228
Fear and mania, 154
Fear Index, 47, 85
Federal Open Market Committee
(FOMCO), 212

Fisher, Ken, 156
Five-year earnings consistency, 158
FLIR trade, 108, 114
Flyfishingstocks.com, 99
Force Index, 41, 64, 80, 142, 238
Fund managers, 53
Fundamental analysis

about, 154-155

earnings, 1565-156

271

growth, 158
revenue, 156-158
Fundamentals and technicals, 161

G
Gaps
about, 22-23
breakaway gaps, 23-24
common gaps, 23
exhaustion gaps, 25-26
and islands, 25
runaway gaps, 24-25
Gem in a junk pile; ©02-204
GLF trade, 222-225
Golden Cress, 111
Good-"t1i'cariceled (GTC) limit
criler, 173, 177
Greater fool trade, 204-207
Greed, 64
Greed vs. judgment, 64
Growth, 158

H
Head and shoulders, 77-78, 242
Head and shoulders reversal
patterns, 17

Head-and-shoulder tops, 16-19
Head-and-shoulders tops, 14
Heavy volumes, 27, 98
Holding through a dip, 143
Horizontal trendlines, 14
Hourly forecasts, 92-93, 94
How I Won My Gold (TIE), 240
How to trade

Bottoms-up Type II, 108-115

entry, 133, 136

Pull-back Type I, 118-119
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How to trade (Continued)
Pull-back Type II, 121
Pull-up Type I, 133-134
Pull-up Type II, 135-136
stop loss, 134, 136
summary, 136
top patterns (tops), 127-130
trade management, 136, 145-147
trade management/exit, 134
vortex strategy, 144

I
Imminent breakout, 108
Impending reversal, 185
Implied volatility (IV), 85
Important events, 22
Impulse, 77
Impulse colors, 88
Impulse system, 39-42, 238
Indexes

inversely correlated, 87

reversal in, 184
Indicators, 14, 41
Industries, 47
Industry groups, 4
Influencing factors, 83
Infoplease.com, 238
Insider buying, 162
Insider selling, 163
Intermarket Technical Analysis

(Murphy), 19
Intraday forecast, 91-96
Intraday VXX, 91
Inverse heads-and-shoulders
bottoms, 20

Investopedia.com, 9
Island reversal, 39
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J
Jackson Hewitt Tax (JTX), 198
January effect, 199-202
Japanese Candlestick Charting
Techniques (Nison), 12

JFX trade, 225-226
JTX

daily chart, 199, 200

weekly chart, 198
Judgment vs. greed, 64

K
Keystones, 232
Knowledge, 5

L
Life crcles

bear markets, 101

pull markets, 101
Limit orders, 49, 50, 51
Line crossovers, 33
Logical entry and exit, 216-219
Long Joe (Stephen), 55
Long positions, 174
Long trades, 48, 84
Long-term growth, 157
Long-term treadlines, 14
Lovvorn, Kerry, 58, 213
Low-risk trade, 207
Low-risk/high reward trade, 207

M

M, Stephen, 55

MACD
bearish crossover, 114
components of, 33
crossovers, 34-36
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histogram divergence, 73
Impulse system, 39
price patterns, 35
Pull-back Type I, 118
Pull-back Type II, 121
Pull-up Type I, 133
Pull-up Type II, 134-135
rules priority, 34
set-up characteristics, 106, 108
slope of, 39-40
top patterns (tops), 126-127
and trend reversals, 36
trendlines, 14
MACD indicator, 84, 122, 239
MACD lines reset, 149
MACD peak, 122
Market analysis, 45
Market conditions, 47
Market cycles
about, 101-103
bottom patterns, 103-105
effect on stock prices, 84
pull-back patterns, 115-125
pull-up patterns, 120-136
symmetrical triangles, 136-150
top patterns (1aps), 123-130
conclusion, 150-152
Market forecasting, 90-91
Market momentum, 84
Market orders, 50
Market participants, pros vs.
amateurs, 69
Market reversals, 186
Market seasons
about, 83-85
color coding, 89-90
and effects, 102

273

market assessment, 47
market timing monitor, 86-94
monitoring changes, 86
price patterns detail, 96-99
trading plans for, 102
volatility influence, 85-86
weather station, 94-96
conclusion, 99
Market timing, 87
Market timing monitor
about, 86-89
color coding, 89-90
daily forecast, 91
hourly forecast. 92-93
intraday fevecast, 91-96
market fcrecasting, 90-91
signal season change criteria, 89
trapsitional zones, 90
weathervane features, 89-90
weekly forecast, 91
Martin Pring on Market
Momentum (Pring), 27-28
Mergers and acquisitions, 163
Metastock, 12
MIR, 206
Mistakes, 57
Momentum oscillator, 33
Momentum stocks, 165
Momentum trading
about, 165-166
entry, 166
exit, 167-168
stop loss, 166-167
trade management, 166
Money management, 234
Monitoring changes, 86
Monthly chart, 192
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Monthly timing, 192-193
Morningstar Groups, 47-48
Morningstar Industry Groups, 48
Morningstar.com, 47
Mortar, 232, 239-246
The Motley Fool, 216
Moving average
convergence-divergence. See
MACD
Moving average crossovers, 31-32
Moving averages
about, 30-31
moving average crossovers,
31-32
Murphy, John J.; 9, 19

N

Neckline break, 198-199
Negative earnings, 156
NetSuite (N), 64, 137
New contracts, 163
Nibbling, 50

Nison, Steve, 12

NVR, Inc. (NVR), 156,157

0]

Observation of others, 3

1 percent rule, 235

Open-High-Low-Close (OHCL) bar,
11

Opportunities and beginners, 63—-64

Options for vortex strategy,
147-150

O’Shaugnessy, James P., 54, 155,
158, 160, 167

Oversold conditions, 70
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P
Panic, 187, 198, 199, 205
Panic covering behavior, 70-71
Pattern change, 225, 226
Pattern duration, 138
Pattern identification, 102
Pattern recognition, 233
Perfect storm, 207-210
Points, 137-138
Position trading, 84
Practice
and proficiency, 45-46
skills through, €
Price action
Pull-back"yme I, 118
Pull-buck Type 11, 121
Pullaay Type I, 132-133
cot-up characteristics, 106-107
1op patterns (tops), 125-126
Price behavior, 7
Price determination, 193
Price movement, 162—-163
Price patterns
and behavior, 238
sell-off indicator, 98
Price patterns detail, 96-99
Price target, 139
Price trend reversals, 86
Prices
seasonal influence on, 84
springs, 66
Price-to-earnings (P/E) ratio, 155
Price-to-sales (P/S) ratio, 155,
156
Pring, Martin, 27-28
Process, 4, 232
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Profit exit, 178-181
Profit exit strategy, 111, 112, 113,
147, 166
Prudenttrader.com, 47
Psychological traits, 4
Pull-back, move forward, 116
Pull-back patterns
about, 115-116
Pull-back Type I, 117-119
Pull-back Type II, 119-123
trading strategies, 117
trading traffic, 116-117
Pull-back trader, 173
Pull-back Type I
fundamental value, 155, 159
how to trade, 118-119
MACD, 118
price action, 118
pull-back patterns, 117-119
set-up characteristics, 118
winter market season, 131
Pull-back Type II
about, 119-120
entry, 121-123
how to trade, 121
MACD, 121
price action, 121
pull-back patterns, 119-123
set-up characteristics, 120-121
stop loss, 123
trade management, 123
volume and trading decision,
140
Pull-backs
bounce, 120
vs. breakouts, 78-80
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Pull-up patterns
Pull-up Type I, 130-134
Pull-up Type II, 134-136
trading tactics, 130
Pull-up strategy, 105
Pull-up Type I
about, 130-131
how to trade, 133-134
MACD, 133
price action, 132-133
pull-up patterns, 130-134
set-up characteristicz, 131-132
Pull-up Type II
how to trade, {35136
MACD, 134-:135
pull-ur: patterns, 134-136
sei-UDp characteristics, 134

Q

Quotes-plus.com, 47

R

Raging bull, 21

Rambus, Inc., 227

RCII
daily chart, 209
monthly chart, 207
weekly chart, 208

Rebounds, 65

Resistance, 14

Return to apex, 139

Revenue
consistency of, 156-158
earnings growth, 158
five-year earnings consistency,

158
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Reversal, 103, 146

Reversal bar, 224

Reversal formulations, 17

Reversal point, 173

Reverse and run up, 242

Reward/risk ratio, 48-49, 66

Risk, 160, 167, 234

Risk control, 235, 237

Risk management, 235

Risk Management Guide, 235, 236,
238

RMBS trade, 227-229

Rollover and retest, 223

Rollover strategy, 105, 124-125

Runaway gaps, 24-25

S
S&P 500 Index options, 47
Seasonal influence on prices, 84
Seasonal strategic patterns, 160
Seasons, 83
Second chance, 151
Secondary stock offering, 163
Sectors, 47
Seeing vs. believing
about, 63-64
entry edge, 64-66
conclusion, 66-67
Sell and Sell Short (Elder), 40, 41,
164
Sell signals, 42, 114
Sell strategy, 144
Set-up, 174
Set-up characteristics
Bottoms-up Type I, 105-106
Bottoms-up Type II, 106-107
MACD, 106, 108
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price action, 105-107
Pull-back Type I, 118
Pull-back Type II, 120-121
Pull-up Type I, 131-132
Pull-up Type II, 134
top patterns (tops), 125
vortex strategy, 140-145
Shallow pool, 65
Short interest ratio, 71
Short position
set-up, 174
strike, 175-176
Short trade candidav=s, 48
Signal line, 33
Signal lineg; 24--36, 37, 38
Signal svason change criteria, 89
Sigrials, crossovers as, 31
Sinin.e moving average (SMA or
MA), 30-32
Sinking effect, 245
6 percent rule, 234
Skills through practice, 6
Slippage, 49
Smugness, 5
Spikers, 7, 54, 197
SpikeTrade, 7, 51, 54, 58, 197
SPY (S&P 500 ETF), 91-92
St. Joe Co. (JOE), 55
Stalemate, 4
Stock buy-back, 163
Stock fundamentals, 154
Stock market, cyclical and
predictable nature, 101
Stock splits, 163
Stockcharts.com, 12, 17, 25, 33
Stockfinder, 12
Stop loss strategy, 111
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Stop orders, 23, 49-50
Stop placement, 110, 177-178
Stop-buy orders, 50, 51
Stop-limit orders, 51, 173
Stop-loss
how to trade, 134, 136
how to trade bottom up
strategies, 109-111
how to trade Pull-back Type I,
119
momentum trading, 166-167
placement of, 177-178
Pull-back Type II, 123
top patterns (tops), 128-129
Stop-loss orders, 14
Stop-market orders, 51
Strike, 174, 175-176
Strike Indicator, 129, 166, 190
Strike indicator
entry steps, 176
technical entry-signal system;
172-174
Strike indicator entry steuz
long positions, 174
short position, 174-376
strike, 174
Structured plan, 246
Success, 246
Successful trading, 247
Super Stocks (Fisher), 156
Support, 14
Swing, 84
Symmetrical consolidation,
208
Symmetrical triangle pattern
about, 136-137
vortex strategy, 139-150

277

Symmetrical triangles, 73-74,
137-138
Synchronicity, 96

T
Technical analysis
active vs. buy and hold, 163-164
best mix, 160-162
clarity from, 173
momentum trading, 1656166
price movement, 162—-163
Pull-back Type I, 155
sources for undcziatanding, 9
Technical Analysis of Financial
Markets-+.v.(Murphy), 9
Techwicxl Analysis Of Stocks and
Ccnmenodities, 55
Te<hriical indicators, 32
‘I'=Chnical vs. fundamentals, 164
Technical-entry signal system, 173
Technique development
about, 45-46
analytical tools and steps, 4649
entry orders, 49-51
conclusion, 51
Telechart, 12
Terrestrials and cut banks
about, 1563-154
chasing size, 168
fundamental analysis, 154—-159
technical analysis, 159-164
technical vs. fundamentals, 164
conclusion, 168-169
The New Sell and Sell Short
(Elder), 128
The Rubber Band Effect (Elder), 55
Think or Swim, 12
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Time, 15
Time constraints, 30
Time frames, 181-184
Time horizon, 58
Time of possession
entry, 211
trade management, 211-213
trade plan, 210
Timing
about, 189-190
daily, 191
monthly, 192-193
weekly, 191
conclusion, 193
Timing tools, 99
Tool selection and use, 42-43
Toolboxes
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Top and bottom patterns as

guidance for other trades, 18

Top patterns (tops)

about, 14-15, 123

double tops, 15-16

entry, 127

exit, 129
head-and-shoulder tops, 16-19
how to trade, 127-130
MACD, 126-127

price action, 125-126
rollover strategy, 124-125
set-up characterisiics, 125
stop loss, 128-.172Y
summary;-+29-130

trade management, 129
trading traffic, 124

about, 7-8
bar charts and candlesticks,

Trade diary, 211-213
Trade documentation, 49, 51
9-13 Trade management

bottoms, 19-20

bullish and bearish engulfing
patterns, 13-14

computerized indicators, 28-30

elements of, 8-

force index, 41

gaps, 22-26

impulse system, 39-42

moving average
conversion-divergence, 32—-39

moving averages, 30-32

top patterns (tops), 14-19

trend lines, 14

triangles, 26

volume, 26-28

conclusion, 41-43

Tools of the trade, 5-6

about, 171-172

entry and exits, 219-220

exit and entry, 184-186

how to trade, 136, 145-147

how to trade bottom up
strategies, 111-112

how to trade Pull-back Type I, 119

logical entry and exit, 216-219

momentum stocks, 166

profit exit, 178-181

Pull-back Type II, 123

stop-loss, 177-178

strike indicator, 172-174

strike indicator entry steps,
174-176

time frames, 181-184

top patterns (tops), 129
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trade diary, 211-213
W-bottom, 213-216
conclusion, 186, 219-220
Trade management/exit, 134
Trade plan, 64, 210
Traders, 66
TradeStation Platform, 11-12, 32
Trading for a Living (Elder), 233
Trading for a Living (Elder), 9
Trading in the Zone (Douglas),
233-234
Trading plans for market seasons,
102
Trading systems
about, 231-232
building block concept, 232-246
components, 233
conclusion, 246-247
Trading tactics for pull-up patterns,
130
Trading traffic
bottom patterns, 103-105
pull-back patterns, 116-117
top patterns (tops),- 124
Transition zones, 54, <Y
Transitional zones, 90
Trend lines, 14
Trend reversals, 33
Trending, 239
Trendline break to decline, 16
Triangle patterns, 26
Triangles, 26
Trigger, 108-109, 114
Triple bottom within vortex, 145
Trophy trading
about, 197
gem in a junk pile, 202-204

279

greater fool trade, 204-207

January effect, 199-202

neckline break, 198-199

perfect storm, 207-210

time of possession, 210-213
2 percent rule, 234

U

Uncertain market, 142

Upside breakouts, 20-22, 141, 227
Upside reversals, 103-104

A%
Value zone, 223
V-bottoms, 7.=""2
Vertical Yreakout of consolidation,
141
Visuol Analysis (Murphy), 19
Via
about, 47
Impulse colors, 88, 91
trading value of, 85-86
uses of, 91
Volatility, 26, 179
Volatility Impulse colors, 95
Volatility influence, 85-86
Volume, 15, 26-28, 138, 238
Vortex, triple bottom within, 145
Vortex strategy
about, 139-140
how to trade, 144
options for, 147-150
set-up characteristics, 140-145
symmetrical triangle pattern,
139-150
VXX, 47
VXX chart, 91
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W Weekly chart, buy and sell signals
W pattern, 19-20 on, 191
W-bottom, 213-216 Weekly forecast, 91
Weather patterns, 83 Weekly Impulse colors, 96
Weather Station, 83, 94-96, Weekly timing, 191
99 Whaley, Robert, 47
Weathervane, 83, 87, 88, 89-90, 97, What Works on Wall Street
237 (O’Shaugnessy), 54, 155, 160

Wedge patterns, 26 Wikipedia.com, 9
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