
Bottom Line 

15/5:
Daily Trend: Down
Weekly Trend: Down
Monthly Trend: Up
Support levels: $60.25 / $49.81 / $48.37
Resistance levels: $65.65 / $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 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. 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 the dividend yield is 3.3%.

Reasons to be ready for a buying opportunity:
→ Lower valuations are being offset by increased cash flow.
→ Risks with Iron Ore have been priced in.
→ The Aluminium division has been restructured and could contribute significantly to earnings in coming years.

A minor line of support goes back to October of last year and has been tested and rejected on two occasions since that time.  The two recent pivot lows could be construed as a Double Bottom which is a bullish pattern if triggered.  This means the intervening high at $65.65 needs to be penetrated before moving to a firmer bullish stance.  If that level is overcome the high made in February just beneath the zone of resistance should be tagged.  Bigger picture, that zone of resistance needs to be overcome before getting overly confident longer term.  The main risk is that price is going to chop back and forth within a trading range.  The bottom line is that the sector continues to underperform which is a trait that needs to change if RIO is going to have any chance of embarking on a significant trend to the upside.

Trading Strategy 

Unless the trigger for the double bottom pattern at $65.65 is overcome I don’t see any reason to want to be involved.  If you do want some exposure to the sector and Rio then you could initiate partial positions right here and now with the initial stop one tick beneath Monday’s low at $60.24.  A break beneath that level would portend to on-going weakness over the coming weeks.

