
Bottom Line 

5/12:
Daily Trend: Up
Weekly Trend: Up
Monthly Trend: Flat

Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

5/12:
Our headline last time was “…Patterns looking bullish…”  giving us reason to believe that the next decent move was going to be to the upside.  And despite the broader market giving back some of the recent gains RIO has performed very well.  Not that it’s been a strong straight line movement up though with higher highs and higher lows continuing to evolve it can only mean that the trend is up.  All things being equal I would still like to see the wave equality projection tagged especially as it shows good confluence with the next zone of resistance.  I think we’ll probably need the help of the broader market to get the one final show of resilience though time will tell.  One thing we have to be cognizant of is the Type-A bearish divergence that is currently in position though importantly it has yet to trigger.  And if it is to prove significant it would need to trigger pretty quickly as our oscillator is climbing back into the overbought position.  Further strength over the coming days will likely invalidate the divergence meaning it’s no longer a headwind.  Definitely something to keep a close eye on over the coming days.

I’m going to stick with the wave count we’ve been working with recently though the push higher from wave-ii is looking a little choppy and messy in nature which isn’t what we’d expect to see at this stage of the trend.  It’s always worth remembering that wave-iii is usually the strongest of all the impulse waves, subdivides into a clear 5-wave movement and generally extends – at least within stocks.  None of those boxes can really be ticked at this juncture though we are looking at the much smaller degree patterns.  That’s not to say the wave equality projection can’t be tagged but it could be that intermediate degree wave-(c) is going to take a slightly more convoluted route and be a little more corrective in nature.  I would be concerned if the low of wave-ii is penetrated as it would mean our wave count is definitely incorrect.  And if the bearish divergence does trigger then we have to be open to the possibility that the patterns are going to deviate from the expected path.  It’s also worth mentioning that our oscillator is deep in the overbought position on the weekly time frame (not shown) though this has really been the case since early August.  This just reiterates the reason why we don’t use the indicator as a buy/sell signal as companies can remain both overbought and oversold for several months.

Trading Strategy 

5/12:
Unfortunately our trailing stop was recently penetrated by the smallest of margins before strength kicked in which is a little frustrating to say the least.  We can always say in hindsight that we were too aggressive with the protective stop though at the time it was the logical thing to do.  We almost got out at breakeven so no damage has been inflicted though of course ideally we’d still be in the trade.  And right here and now I don’t see any reason to want to be involved with the risk/reward from current levels not good enough to warrant a trade.  It’s going to take something pretty special to get up through the target area though if that region can be overcome the longer term picture becomes much brighter.  Until then we can only retain a neutral stance – albeit short term strength is anticipated.

