
Bottom Line 

18/12:
Daily Trend: Up
Weekly Trend: Up
Monthly Trend: Flat

Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

18/12:
RIO has been holding up very well over the past few weeks as the XJO has been continuing to show weakness.  It’s also quite interesting that some divergence has started to show between RIO & BHP which generally speaking tend to move in unison.  In fact the latter has seen a decent fall since early November where as RIO is pretty much at exactly the same levels as it was back then.  Whether this trait continues only time will tell though it’s certainly very noticeable when comparing the two charts.  Getting back to the chart here shows that price has basically been meandering sideways with a slight bias to the upside since October and whilst not reason for concern the choppy price action isn’t ideal at this stage of the trend.  And as we mentioned last time the smaller degree patterns were starting to look corrective in nature which was an early warning sign that upside traction wasn’t going to be maintained.  It doesn’t mean our target as annotated can’t be achieved though it’s difficult to see the company embarking on a strong impulsive leg higher in current market conditions.  So continued chop back and forth is probably going to be the main theme for the foreseeable future.

The wave count was starting to look a little messy earlier in the month meaning the smaller degree subdivisions are far from ideal.  Although this doesn’t invalidate the larger degree patterns it means we have to be aware that potentially they could also start to roll over. For the moment though there’s no reason to amend the count with wave-(c) taking a more elongated and less conventional route.  We mentioned above that there was no indication that a strong leg higher was about to kick into gear with one of the reasons being that Type-A bearish divergence is still evident.  Our oscillator is well on its way to reaching the oversold position though it isn’t quite there yet.  And until this is seen we have to expect that the prior pivot high made a couple of weeks ago is going to remain unchallenged until our indicator fully unwinds.  It’s always worth remembering that divergence doesn’t automatically mean price is going to head strongly in the opposite direction.  The indicator can unwind very well during a sideways consolidation which of course is exactly what’s been unfolding here.  It’s also worth mentioning that the stock is oversold on the weekly chart (not shown) which is another headwind to contend with.  So in summary, the patterns are looking corrective in nature though in this instance it portends to lacklustre price action as opposed to a strong movement in either direction.

Trading Strategy 

18/12:
We took a look at AGO last night which still shows plenty of upside potential though more as a recovery play.  The reason for mentioning this fact is because much depends on the price of Iron Ore in that particular stock which also plays a part in the price action for RIO; it’s obviously much more diversified though if the metal can stay resilient it can only have a beneficial effect.  All that said, I don’t see any reason to want to be involved at this juncture especially with the wave equality projection not too far above current levels.  And let’s not forget that the line of resistance aligns with that target meaning we can’t move to a firmer bullish stance longer term until that target zone is well and truly overcome.  For now we’ll watch only and continue to stand aside.

