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Elliott Waves Discovered in 
Records of  Transatlantic Slave Trade
Modern-Day Human Trafficking is on the Rise

By Alan Hall

The Internet continues to bring great batches of 
historical data to the fore. As it does so, more evidence 
points to the Wave Principle as the fractal blueprint of 
social behavior. 

Some of the most recent evidence to come online—
“Atlas of the Transatlantic Slave Trade,” by David Eltis 
of Emory University and David Richardson of the Uni-
versity of Hull, England—provides an excellent, albeit 
tragic, example. The authors drew on “five decades of 
research in archives around the north and south Atlan-
tic.” Their Atlas data reveal a textbook Elliott wave 
pattern in the 360-year rise and fall in the volume of 
transatlantic slave traffic.

Figure 1 plots ten-year totals of the number of slaves 
embarking on ships sailing under the flags of about ten 
countries. The five-up, three-down pattern is unmistak-
able, a classic Elliott impulse with an extended third 
wave followed by a three-wave correction that retraced 
most of the previous advance. Many slaves died in the 
horrid conditions during passage, and the Atlas shows 

that the numbers of slaves who disembarked were sig-
nificantly lower. Nonetheless, those numbers display 
the exact same wave structure.

The authors’ online database is extensive. It shows 
that “almost every port in the early modern Atlantic 
world organized and sent out a slave voyage, and that 
the bigger the port, the greater the number it sent out.”1 
It is also easily searchable and contains the names, ages 
and genders of almost 92,000 captive people.2 Eltis and 
Richardson wrote: 

The trans-Atlantic slave trade was the largest long-

distance coerced movement of people in history and, 

prior to the mid-nineteenth century, formed the major 

demographic wellspring for 

the re-peopling of the Ameri-

cas following the collapse of 

the Amerindian population.3

[For more about the timing 
of the Amerindian popula-
tion collapse, see Part II 
of “A Socionomic View 
of Epidemic Disease,” in 
the June 2009 issue of The 
Socionomist.—Editor]

It is remarkable that we 
have any numerical data at 
all about a practice as reviled 
as slavery. The authors offer 
two reasons why we do: 1) 
“The African slave trade 

reduced people to commodities, but commodities 
generated profits, and where there were profits there 
was generally good record-keeping.”1 2) Slavery was 
both legal and “widely accepted in the mid-eighteenth 
century among both Europeans and Africans.”1 As a 
result, there was no moral outrage and no reason to 
hide such records. 

We regularly release new socionomic reports. If you would like us to email you whenever we 
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The Elliott Wave Pattern’s Resilience
A complex variety of forces—wind, current, 

weather, market, moral and political—buffeted the 
transatlantic slave trade. Yet, the trade figures reveal the 
very same fractal growth-and-decline pattern found in 
many other graphs of social activity, including those of 
commodity and financial markets. 

The pattern persevered even in its “forced” end. 
The authors wrote:

Like the institution of slavery, the traffic that supplied 

captives did not die a natural economic death … . The 

traffic did not fade away; rather, it was suppressed at 

a time when the prices of slaves were rising to levels 

… never previously attained.1

This behavior brings to mind the fact that mod-
ern exchanges sometimes have attempted to suppress 
commodity trading by raising margin requirements. 
For example, at the January 1980 price peak in silver, 
the Comex imposed “Silver Rule 7,” which heavily 
restricted margin purchases. Near peaks in both slavery-
and silver-trading, doubts arose about the desirability 
or legitimacy of the activities, and authorities attempted 
to quash them. 

Figure 2 offers another example. Note the striking 
similarity of pattern between the volume of slaves traded 
and the volume of cigarettes smoked, the latter as first 
reported in 1999 in Figure 17-1 in The Wave Principle 
of Human Social Behavior (HSB). 

How can such deterministic-looking patterns result 
from the collective action of individuals? Collective 
psychology often generates an Elliott pattern all the 

way through the life cycle of a given social behavior 
as it first encourages and then suppresses the activity. 
HSB further explains that just as nature lacks the “free 
will to do what it likes,” 

Collective systems do not possess or exercise free 

will … . The dynamics of aggregations such as 

corporations, governments and societies are primar-

ily determined by herding, which is impulsive and 

impelled by paleomentation.4

According to Paul MacLean, who coined the term, 
paleomentation is “emotional, rather than rational, 
thinking.”5

Are These Patterns Finished?
Slave trading and tobacco-using are spe-

cific social activities that followed Elliott’s 
structural form. Are Figures 1 and 2 merely 
temporary manifestations of the pattern, or 
will they build into larger forms and prove to 
be harbingers of future activity? 

The CDC stopped tracking per-capita 
tobacco consumption in 2006. We will have 
to wait to know whether smoking will rise 
again. 

And what about modern forms of slav-
ery? Unfortunately, the trend since at least 
2000 seems to be up. Prosecutions and traffic 
estimates are rising, and the number of gov-
ernment, book and media references to human 
trafficking are spiking higher. A 2008 United 
Nations report, “Slavery in the Twenty-First 

Century,” says:
It is estimated that there are over 27 million enslaved 

persons worldwide, more than double the number 

of those who were deported in the [entire] 400-

year history of the transatlantic slave trade to the 

Americas.6 

Some examples:
In July 2008, following Haiti’s devastating •	
earthquake, ABC News went undercover in that 
country to investigate reports of human traf-
ficking. They produced the Nightline special, 
“How to Buy a Child in 10 Hours.” The price 
of a child, according to the report: $150.7

Slavery is still “normal” in Mauritania in •	
northwest Africa. There, “an estimated half 
million Mauritanians” —about 20% of the 

Figure 2
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population—are enslaved and “forbidden from 
owning property, a last name, or legal custody 
of their own children.”8 
Migrant workers in Saudi Arabia, according •	
to the U.S. State Department’s “Trafficking in 
Persons Report 2011,” 

… face conditions indicative of involuntary 

servitude, including nonpayment of wages, 

long working hours without rest, deprivation 

of food, threats, physical or sexual abuse, and 

restrictions on movement, such as the with-

holding of passports or confinement to the 

workplace. Recent reports of abuse include 

the driving of nails into a domestic worker’s 

body.9

Nor has America ceased all forms of slavery, •	
unfortunately. In the United States, sex traf-
ficking victims typically land in large cities, 
vacation spots, and “near military bases, where 
the demand for sex trafficking is incredibly 
high.” USA Today recently headlined, “Child 
sex rings spike during Super Bowl week,” and 
quoted the Texas Attorney General: “The Su-
per Bowl is the greatest show on Earth, but it 
also has an ugly underbelly … . It’s commonly 
known as the single largest human trafficking 

incident in the United States.”10 For example, 
according to The National Organization for 
Women (NOW),11 “Florida is commonly known 
amongst law enforcement personnel to have one 
of the highest incidences of human trafficking 
in the country.” Another key issue in modern 
forms of human bondage, says NOW, is labor 
trafficking, in which traffickers transport or 
coerce victims to move to places with high 
demand for unskilled labor, “such as seasonal 
agriculture, garment manufacturing, construc-
tion and domestic servitude.”11

Figure 3 shows the U.S. Department of Jus-•	
tice’s estimate of the recent growth of human 
trafficking in the United States.12 The problem 
has become so serious that the U.S. declared 
January 2011 to be National Slavery and Hu-
man Trafficking Prevention Month.
The topic of slavery seems to be re-emerging •	
as a hot button in the collective consciousness. 
This was visible in May with the Strauss-Kahn 
rape allegation case, in June when “an investor 
coalition representing over 90 organizations 
… issued a statement asking 27 [major global] 
companies to [abolish] human trafficking and 
slavery,”13 and more recently as an issue in the 
U.S. presidential campaign.14 

We will continue to watch other slavery-related 
trends, such as the expanding use of prisoners who are 
paid “slave wages” to harvest crops and manufacture 
clothing and weapons components.15 Some point to 
the booming U.S. prison population as a cheap-labor 
bonanza and argue that the practice facilitates prisoner 

Figure 3 
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According to The National Organization 
for Women (NOW), “Florida is commonly 
known amongst law enforcement personnel 
to have one of the highest incidences of 
human trafficking in the country.” Another 
key issue in modern forms of human 
bondage, says NOW, is labor trafficking, 
in which traffickers transport or coerce 
victims to move to places with high demand 
for unskilled labor.
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education and behavior control. Ultimately, it also has 
a deflationary effect on wages by “outsourcing” jobs to 
a captive, underpaid domestic labor market.

The Rhythm of History
In his first book, Elliott Wave Principle, Prechter 

wrote: 
What the Wave Principle says is that mankind’s 

progress (of which the stock market is a popularly 

determined valuation) does not occur in a straight 

line, does not occur randomly, and does not occur 

cyclically. Rather, progress takes place in a “three 

steps forward, two steps back” fashion, a form that 

nature prefers.16

Social behavior follows this fractal plan in large part 
because the unconscious human mind, and its interaction 
with others in a social setting, changes little if at all. The 
specifics of recurring social expressions often differ, but 
their pattern of growth and decay remains constant. 
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Scientists Use Elliott Wave Concepts to 
Predict a Greek Bank’s Stock Price

By Chuck Thompson

A team of researchers in Europe used the Elliott 
wave model as a basis to forecast the daily net direc-
tion of a stock.

During a 400-trading-day test period, they achieved 
an overall return of 6.8% while the stock lost more than 
60%. The authors discuss their findings in “Elliott Wave 
Theory and Neuro-Fuzzy Systems, in Stock Market 

Prediction: The WASP System” in the August 2011 issue 
of the journal, Expert Systems With Applications. The 
paper’s lead author, George S. Atsalakis, is affiliated 
with the Department of Production Engineering and 
Management at the Technical University of Crete. He 
and fellow authors Emmanouel M. Dimitrakakis and 
Constantinos D. Zopounidis tested their WASP (Wave 
Analysis Stock Prediction) system on the stock of 
the National Bank of Greece from April 11, 2007 to 
November 14, 2008. 

In Search of Third Waves
In their paper’s abstract, the authors write, “[The El-

liott wave] theory has been found to be extremely useful 
and accurate, particularly in problems of forecasting.” 1 
The researchers say the greatest challenge in their study 
was to “count the waves, and spot the current position of 
the market or stock on an Elliott wave pattern.” Because 
of their belief that third waves should be the easiest to 
track—due to their “length, power, and speed”—they 
focused their forecasts on these waves.

They argued that during third waves up, a shorter 
moving average of prices should be significantly higher 
than a longer one. Therefore, they subtracted a 35-day 
average from a 5-day average to produce an Elliott wave 
oscillator (EWO). They note that the EWO will have:

higher values during third waves up,•	
lower but still-positive values during the first •	
and fifth waves up, and

negative values during the biggest corrections •	
or downtrend impulse waves.

[The 5-day/35-day EWO concept was pioneered in the 
1980s by stock trader Tom Joseph, who included it in 
his Elliott wave analysis software called “Advanced 
GET.”—Editor]

How the WASP System Developed
The three researchers begin their 11-page paper 

with a discussion of the basis for the WASP system, 
including Elliott wave theory, the Fibonacci sequence 
and the benefits of fuzzy logic.

The researchers note that fuzzy logic is well-suited 
for stock market forecasting, a problem in which “in-
formation is not noise-free.” The primary weakness of 
systems using fuzzy logic, however, is that they require 
predefined knowledge. Users must set all membership 
functions in advance. By contrast, neural networks, 
a computational method of modeling data, have the 
“ability to learn by example, in other words to create 
knowledge from past data. Additionally, such networks 
are … extremely useful in pattern recognition.”1 But 
neural networks also have a weakness: They provide 

inadequate information about the impact of every input 
on the output. They also require high computational 
power, which limits the number of input variables. 

To compensate for the respective weaknesses of 
fuzzy systems and neural networks, Atsalakis and team 
used a neuro-fuzzy system, which is basically a neural 
network that transforms the inputs into a fuzzy set. The 
WASP system is based on a neuro-fuzzy architecture 
called ANFIS, which is “extremely efficient in forecast-
ing time series,” the authors say.

To compensate for the respective weaknesses 
of fuzzy systems and neural networks, 
Atsalakis and team used a neuro-fuzzy 
system, which is basically a neural network 
that transforms the inputs into a fuzzy 
set.

“[The Elliott wave] theory has been found 
to be extremely useful and accurate, par-
ticularly in problems of forecasting.”
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WASP did not utilize a single mathematical model 
but nine different models, because different models 
provided good results at different times. Thus, the 
system generated nine different forecasts for the next 
day, and the average of those nine forecasts became the 
final forecast.

The system also produced a “hit rate,” which is the 
number of times that it made a correct forecast divided 
by the total number of attempts. And it produced a 
“confidence index” based on the percentage of the nine 
models that agreed with the system’s overall forecast.  

The WASP System at Work
Using a paper portfolio of 10,000 euros, Atsalakis 

and team tested WASP on the stock of the National Bank 
of Greece. They bought when the forecast was positive 
and closed the position when the forecast became nega-
tive. During the 400-day research period, the WASP 
System made 63 stock transactions. The researchers 
divided the testing period into three sub-periods, the 
last of which included the 2008 financial crisis. For 
each sub-period, the team compared the WASP system’s 
return to that of a buy-and-hold strategy. The three sub-
periods and their results were as follows:

April 11, 2007 to January 23, 2008• —WASP 
return, +17.73, buy-and-hold return, -9.57; hit 
rate, 61%;
January 24, 2008 to June 25, 2008• —WASP 
return, +19.65, buy-and-hold return, -19.39; 
hit rate, 60%; 
June 26, 2008 to November 14, 2008• —WASP 
return, -24.28, buy-and-hold return, -46.35; 
hit rate, 60% at the beginning and 53% at the 
end. 

For the entire 400-day period, the WASP system 
achieved a hit rate of 58.75% and accumulated an overall 

6.79% gain versus a 60.9% loss for the buy-and-hold 
strategy.

Our Assessment of the Results
The paper is published in a journal with a good 

impact factor (a measure of the average number of cita-
tions to papers appearing in the journal during a survey 
period). As a result, it has the potential to interest a 
sizable number of readers in a deeper investigation of 
the Elliott wave model and its value in understanding 
the markets.

Having said that, momentum measures—including a 
quantitatively fixed dual oscillator such as the 5-day/35-
day oscillator that the researchers used—can capture 
only a small part of the Elliott model. Oscillators do 
not express the fractal nature of the markets but pertain 
to only one or two degrees of trend. They serve best to 
confirm or challenge a wave interpretation. We suggest 
that in order to properly identify any waves, including 
third waves, it is necessary to first apply Elliott’s rules 
and guidelines.

On a theoretical note, the researchers express 
their belief that Elliott waves unfold due to investors’ 
conscious reaction to changing prices. Socionomics, 
however, argues emphatically that Elliott wave patterns 
unfold due to unconscious changes in social mood.

We commend the researchers for the lengths to 
which they went to design a careful statistical study. 
We are encouraged by their attempts, as well as others’, 
which together are confirming the utility and validity 
of the Elliott wave model, and of technical analysis in 
general, as a tool for analyzing and understanding the 
markets.
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Post-Crash Reality:  
Gimme Shelter

Guest Commentary
By Peter Atwater

Posted near our home’s front door is one of my 
favorite family souvenirs. It is a simple metal sign that 
we bought in the gift shop at the U.S. prison at Alcatraz. 
It reads:

Regulation #5—You are entitled to food, clothing, 

shelter and medical attention. Anything else that you 

get is a privilege.

Beyond discouraging unwanted guests at our house, 
this posting of Regulation #5 serves as a reminder to all 
of us of our most basic needs. I am afraid that our society 
has lost sight of this perspective, particularly now, just 
off the peak of the greatest-ever Age of Aspiration.

In their landmark 2007 paper, “The Financial/Eco-
nomic Dichotomy in Social Behavioral Dynamics: The 
Socionomic Perspective,” Robert Prechter and Wayne 
Parker noted that some economic goods can become 

viewed as investments. They cited as examples tulips in 
Holland in the 1630s and Beanie Babies in the 1990s. 
They also noted that at the time they wrote their paper, 
homes in the U.S. and elsewhere had “metamorphosed 
from economic goods into vehicles for speculation as 
people buy them to ‘flip’ and trade options on their 
purchase.” Prechter and Parker wrote:

When an item is generally viewed as a good to be used, 

it will have a certain value because individuals will 

know how to value it over time for their own purposes. 

When an item is generally viewed as an investment, it 

will have an uncertain value because individuals will 

not know how it will be valued over time by others. 

… [It] is an economic good to any person who buys 

it to enjoy. … [It] is a financial asset to a person who

buys it with the expectation of re-selling it at a higher 

price. He does not know its value to other people,

and he pays a price that may or may 

not turn out to be useful in the financial 

context of uncertain value.1

TV shows such as “Flip That House” 
helped prove that at its peak in 2006/2007, 
the U.S. housing market had moved well 
beyond providing utility to become a full-
fledged speculative bubble. A house was 
not so much a home as a key to future 
financial rewards. 

What brought Regulation #5 to mind 
again recently was a conversation with 
a friend in the high-end home-building 
industry. He observed that fancy wood-
working had been pushed aside by his 
prospective clients for “instant” hot water 
and variable-speed furnace fans. His point 
was that ostentatious luxury, or boundless 
aspiration, is being replaced by cost-
conscious utility—even at the upper end 
of the market. As Prechter and Parker’s 
paper alluded, the housing market is 
changing from an investment market back 
to a market for a utilitarian good. 

Figure 1 
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This emerging trend is one piece 
of evidence that the deflationary mind-
set is growing in America. Another 
comes from the widespread move 
toward downsizing. In a 2010 survey 
by the National Association of Home 
Builders (NAHB), more than half the 
respondents said they expect the living 
room to merge with other spaces in the 
home—and 30% expect it to vanish 
altogether. Other rooms that are least 
likely to be included in future homes, 
according to the survey, are sunrooms, 
hobby rooms, media rooms and sec-
ond master bedroom suites.2

In fact, U.S. Census Bureau data 
shows that average square footage of a 
new single-family home is already de-
clining sharply (Figure 1, page seven). 
It reached an all-time peak of 2,521 
square feet in 2007, one year after the 
all-time peak in home prices, as the 
homes commissioned and designed in 
2006 were completed. By 2010 aver-
age home size had declined to 2,392 
square feet—for the biggest three-year decline in the 
Census Bureau’s data, which dates to 1973. The NAHB 
survey mentioned earlier forecasts (using linear extrapo-
lation, unfortunately and naturally) that square footage 
will decline even further—to 2,152—by 2015.

Prechter and Parker’s work postulates that the rever-
sal of the housing mania will bring a price environment 
predicated, once again, on utility. Indeed, it seems to 
me that in America our dwellings now are morphing 
into something more akin to, well, shelters. I am sure 
many in the housing industry will find this thought 
frightening. 

One real-time measure of “home as shelter” is the 
rental market. People rent because they need a place to 
live, not because they expect a dwelling’s value to go up. 
And for now, as Figure 2 shows, rents are maintaining 
their pre-real-estate-top trajectory. 

Admittedly, it is hard to imagine that housing will 
go the full length as tulip bulbs did when they returned 
to their utility-based price of 50 cents apiece in today’s 

money. But I believe the greater danger is in underes-
timating the downward pressure still ahead as housing 
continues to move toward a supply-and-demand equa-
tion based on Americans’ need for shelter.

Editor’s Note: Based on Figure 2, speculators may be 
tempted to jump into the rental housing market. The lim-
ited historical data prescribe caution. In “Real Estate 
Prices During the Roaring Twenties and the Great De-
pression,”3 Tom Nicholas and Anna Scherbina reported 
on rental rates in New York City following the 1929 
bust. Their study focuses on Manhattan and shows that 
net rental revenues as a percentage of property values 
continued to rise for several years following the 1929 
crash. That ratio finally plummeted in 1935 as rents 
joined the broader deflation. Regarding Manhattan’s 
significance as a reflection of the broader U.S. market, 
the authors note that in 1930, the borough contained 
about 4% of all U.S. real estate wealth. 
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“Near the end of Prohibition, the wave of violence in 
America jumped beyond the alcohol trade…. The nation 
became fascinated with the exploits of John Dillinger, 
Pretty Boy Floyd, Bonnie and Clyde, Baby Face Nelson 
and Ma Barker. Appropriately, the just-released [in 
2009] film Public Enemies portrays Dillinger as an 
iconic antihero and revels in his outlaw status. This is 
further evidence of the current negative trend of social 
mood.”

—Euan Wilson, 
“The Coming Collapse of a Modern Prohibition,” 

The Socionomist, July 2009

Mood is declining, as evidenced by the big bear 
market in force since 2000. Las Vegas is now touting 
and embracing its mob roots. 

The Museum of Organized Crime and Law En-
forcement, known as “The Mob Museum,” will be 
housed in a former federal courthouse and post office 

in Las Vegas. The Miami 
Herald reports that it is 
scheduled to open Feb-
ruary 14, 2012 and will 
be a serious museum 
experience akin to the 
Rock and Roll Museum 
in Cleveland. The open-
ing date is no accident. 
It is the anniversary of 
the infamous 1929 Val-
entine’s Day Massacre, a 
Chicago gangland mass 
murder allegedly or-
dered by Al Capone.

 Earlier this year, 
the Tropicana Hotel 
launched its “Las Vegas 
Mob Experience.” As a 

If you are a renter, Conquer the Crash4 recommends that 
you negotiate the ability to leave on short notice. Even 
better, try to arrange a clause reducing your rent should 
any like unit be priced below your own.

Peter Atwater is the President and CEO of Financial 
Insyghts LLC, through which he helps clients better 
understand the issues affecting the financial services 
industry (particularly credit, regulation and accounting) 
and their impact on the economy. Mr. Atwater served 
as Managing Director and Head of the Asset Finance 
Group at JP Morgan, was Executive Vice President 
and Treasurer at credit card issuer First USA, served 
as Treasurer at Banc One, was Chief Operating Officer 
of Banc One Investment Advisors, and served as CEO 
of Bank One Private Client Services.

Mr. Atwater is scheduled to present at the Socionomics 
Institute’s 2012 Summit in April; get updates about the 
Summit as they are available here. 

This article includes excerpts from an article by Peter 
Atwater titled, “A Post-Crash Realty Reality: Home 
as Shelter,” originally published by Minyanville.com; 
excerpts reprinted with permission.
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Mob Roots Go Mainstream in Vegas

By Dr. Dennis Elam

Construction Boss: Benjamin “Bugsy” 
Siegel oversaw the building of The Fla-
mingo, the oldest resort still operating on 
the Las Vegas strip today. This exhibit in 
the Las Vegas Mob Experience features 
artifacts from Siegel’s life.
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visitor to the part-museum, 
part-theme-park, you pick 
a holographic image from a 
pool of Mafia-movie actors 
including James Caan and 
Mickey Rourke. The holo-
gram serves as your guide. 
As you tour the exhibits, 
you wear a badge around 
your neck that records the 
choices you make at various 
decision points along the way—such as whether you 
help the fictional mob characters or help the police. The 
right choices get you “Mafioso” status; the wrong ones 
get you whacked.

Mark Galasiewski noted in the January 2007 issue 
of The Elliott Wave Theorist that popular fascination 
with Crime/Gangster films rises when mood plummets, 
as it did in the Great Depression when Hollywood pro-
duced such fare as Public Enemy (1931), I Am a Fugitive 

From a Chain Gang (1932) and Scarface: The Shame 
of the Nation (1932). Filmsite.org called the latter film 
“one of the boldest, most potent, raw and violently brutal 
gangster-crime films ever made.” Later, when the DJIA 
headed down again at the beginning of Cycle wave IV, 
interest in the genre resurged, and Hollywood obliged 
with such classics as Bonnie and Clyde (1967), The 
Godfather (1972), Serpico (1973) and The Godfather, 
Part II (1974).

Prechter noted in The Wave Principle of Human 
Social Behavior that when social mood wanes, the 
public’s appetite shifts from heroes to antiheroes. This 
translates into an affinity for those striking out or back 
at society. The current trend should bode well for the 
mob museums of today.

Dr. Elam is an assistant professor of accounting at Texas 
A&M University, San Antonio. He frequently writes 
about socionomics at www.themarketperspective.com.
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Mechanical Mafioso: A ho-
lographic image of a gangster 
serves as a guide.
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