
Bottom Line 

25/11:
Daily Trend: Down
Weekly Trend: Down
Monthly Trend: Neutral
Support levels: $56.12 / $49.81
Resistance levels: $61.88 / $67.89 / $71.30 - $72.30

Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

Rio Tinto is involved in finding, mining and processing mineral resources. The Company’s products include aluminium, copper, diamonds and minerals, energy and iron ore. In January 2012, it acquired 2% of Ivanhoe Mines Ltd. In August 2012, Orocobre Ltd acquired Borax Argentina S.A. from Rio Tinto Ltd entities, Rio Tinto Minerals Development Limited and Borax Europe Limited. In September 2012, it sold the North American portion of its Alcan Cable business to General Cable Corporation. This month Rio completed the sale of its 50.1% interest in the Clermont Joint Venture to GS Coal Pty Ltd. For the six months ending the 30th of June 2014 revenues decreased 1% to $24.34B. Net income increased from $1.72B to $4.4B.  Broker consensus is currently “Buy”.  The dividend yield is 4.0%.

Reasons to be more optimistic longer term: 
→ Lower iron ore prices have already been factored in.
→ Management have suggested a buy-back could commence in February 2015.
→ Recent results were above expectations.
→ There is growing expectation of higher capital returns.
→ Upside remains due to increased production in Pilbara, Escondida and Oyu Tolgoi.
→ The Aluminium division has been restructured and could contribute significantly to earnings in coming years.

After yesterday’s stellar rally for many of the big Miners like RIO & BHP it was back to business as usual today with the sector once again looking weak.  That said, some of the gains yesterday were likely fuelled by some short-covering which no doubt sucked a few buyers into the beaten down Materials sector.  Who knows, they could be right with a major low being locked in.  However, we simply can’t ignore the technical damage that has been inflicted on the likes of RIO & FMG meaning we have to keep our feet firmly on the ground; we also require further evidence that a more bullish pattern is going to unfold.  In many ways yesterday’s surge was just what the doctor ordered which was due to the line of support we’ve been watching being penetrated.  Presently price is just hovering around that area meaning an inflection point is upon us.  A push beneath Friday’s low at $56.12 would suggest another leg lower is going to unfold.  This is the worst case scenario although it would open the door for a continuation down toward the next line of support circa $49.00 which could potentially offer a very good buying opportunity.  On the flip side, it would take a push above the recent pivot high at $61.88 to open the way for a continuation up toward the zone of resistance around the $72.00 mark.  At this stage it really could go either way though we have our solid lines in the sand to concentrate on over the coming days and weeks which will show us the way forward. 

Trading Strategy 

This time of year is notoriously bullish for stocks which of course comes back to the Santa rally which we have discussed before.  With this in mind it’s probably not the best time to be looking for shorting opportunities though a low risk entry is presenting itself here for the more aggressive amongst you.  Sell following a break beneath Friday’s low at $56.12 whilst placing the initial stop just above the old line of support/new line of resistance at $58.75.  The target is the minor line of support just beneath $50.00.  This provides an acceptable risk/reward trade though we won’t be making a formal recommendation due to seasonality.

