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Step Two — Relative Strength & Weakness Checklist

Name: Date: Ticker:

Purpose: Identify issues aligned with the market, properly positioned, and demonstrating superior relative performance before any entry is considered.

1. Market Alignment (Non-Negotiable)
General market trend clearly identified (Step One complete)

Trade direction aligned with market trend

Never long and short simultaneously

2. Market Position Check
Market not at an extreme of its trend channel or range

Longs favored near lower portion of uptrend

Shorts favored near upper portion of downtrend

Avoid middle of trading ranges

3. Issue Alignment With Market
Issue trend in harmony with the market

Issue not lagging the market

Evidence of professional sponsorship

4. Issue Position (Critical Filter)
Issue properly positioned within its own structure

Avoid extended or climactic conditions

Position overrides relative strength

5. Relative Strength / Weakness
Stronger thrusts than the market

Smaller corrections than the market

Outperformance appears early, not late

6. Trading Range Conditions
Issue trends while market ranges

Issue well positioned within its structure

No forced trades due to inactivity

7. Discipline Check
Decision based on price behavior

Not influenced by news or opinion

Process over excitement

Final Filter:
Passing this checklist places the issue on a Step Three watchlist — it does not authorize an entry.

Wyckoff Principle: Relative performance and position reveal professional intent long before the public recognizes it.
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