
Bottom Line 

18/7:
Daily Trend: Up
Weekly Trend: Down
Monthly Trend: Neutral
Support levels: $61.65 / $57.06 / $54.40
Resistance levels: $65.44 - $65.65 / $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 year ending 31st December 2013 revenues increased less than 1% to $51.17B. Net income was $3.67B verses a previous loss of $3.02B.  Broker consensus is currently “Buy”.  The dividend yield is 3.4%.

Reasons to be ready for a buying opportunity:
→ The recent production report was positive with Iron Ore up 10% and copper up 23%. 
→ 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.
→ Lower valuations are being offset by increased cash flow.
→ The Aluminium division has been restructured and could contribute significantly to earnings in coming years.

The trading range remains in place though the rally over the past few weeks means the upper boundary of the pattern is drawing ever nearer.  I’ll stick to the weekly chart this evening which shows the consolidation that’s been unfolding since 2012 very clearly.  Should price continue up toward the $72.00 region we’ll be looking for a breakout with plenty of upside potential ahead should it transpire.  The prerequisite in regard to seeing a decent trend is that volume kicks up at those higher levels.  We have to remain cognizant to the fact that the line of resistance has been tagged on four separate occasions over the past 2 ½ years or so with rejection seen each time.  It’s by no means a foregone conclusion that this time is going to be different although obviously this would be the ideal situation from a trading perspective.  The headwind over the short term is bearish divergence evident on the daily chart (not shown).  It hasn’t triggered as yet though a break beneath Wednesday’s low would likely do just that.  Should this be the way forward a short term top is likely in position with either a small retracement or consolidation pattern likely evolving.  Both would keep the bullish case alive and we’d expect the trend to continue once our oscillator has moved back down into the oversold position. 

Trading Strategy 

We need to be on alert for a buying opportunity here but with bearish divergence in position that time isn’t right here and now.  We also have to be aware that the upper boundary of the trading range is going to be exceedingly difficult to penetrate meaning upside could be limited.  I think the better option is to look for a longer term buying opportunity following a break up through resistance.  When a setup presents itself we’ll put forward a formal recommendation.  As an absolute minimum we’d expect the measured move out of the range to be achieved which sits up just above $95.00.  For the moment a little more patience required.

