
Bottom Line 

8/9:
Daily Trend: Down
Weekly Trend: Neutral
Monthly Trend: Neutral
Support levels: $57.06 / $49.81
Resistance levels: $64.52 - $65.31 / $71.30

Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

Rio Tinto is involved in finding, mining and processing mineral resources. The Company’s products includes 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 5.2%.

Reasons to be more optimistic longer term: 
→ Recent results were above expectations.
→ There is growing expectation of higher capital returns.
→ The company has signalled an end to the de-stocking in Zircon as strong growth in demand is anticipated.
→ 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.

Price was making a dash for the upper boundary of the trading range back in mid-August which was at least a step in the right direction.  That trading range is better viewed on the weekly chart (not shown) as it goes all the way back to 2012.  However, recent price action hasn’t been convincingly in any way shape or form.  Over the past three weeks or so price action has started to look impulsive in nature to the downside which is something we didn’t want to see.  Price has tagged the 61.8% retracement level over the past couple of sessions meaning we are in a position to see a small bounce.  However, there is no indication that a significant low has been made.  Unfortunately the tentative bullish case is coming under serious pressure with a break beneath $61.00 likely putting paid to any ideas of seeing a strong leg higher back up to the resistance zone.  At the end of the day price is sitting right in the middle of the large trading range meaning a neutral stance has to be taken at this juncture.  A slight positive is that bearish divergence is no longer an issue with our oscillator rotating back down into the oversold position.  This adds weight to the case for seeing a small rally over the next couple of weeks or so though nothing more. 

Trading Strategy 

We’ve been taking a closer look at both RIO and BHP over the past few reviews which was down to the upper boundary of the trading ranges being approached.  However, the clear rejection seen on both charts means there is no great reason to want to be involved at this stage.  Yes, there is scope for a bounce up toward $64.50 - $65.30 but it’s not enough to be looking to jump on.  The sector as a whole has been taking a breather which is what we’ll continue to do in regard to a trade.

