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	Bottom Line 


5/6:
Daily Trend: Down

Weekly Trend: Down

Monthly Trend: Neutral

Video Analysis Watch Video Analysis Technical Discussion 
5/6:

We took a look at BHP last night so it stands to reason we should take a closer look at RIO this evening.  As usual the larger degree patterns are very similar indeed though it has to be said over the past few weeks the smaller degree wave structures have diverged somewhat.  The main difference being that BHP embarked on a 5-leg movement up from the mid-April low which definitely hasn’t been replicated here.  Indeed, you won’t see a better example of a 3-wave structure up from the prior pivot lows which in essence keeps the door open for the two companies to take a slightly different track, especially over the short to medium term.  The main thing to take away from this chart is the almost straight line decline that commenced in February with the line of support coming close to being tagged before buyers stepped in.  Apart from a couple of short term rallies price has basically been moving sideways over the past couple of months which doesn’t instil us with a great deal of confidence that a decent bounce is going to materialise quite yet.  Indeed, it would take a push above the high of wave-a to suggest something more bullish is going to unfold though there is plenty of work to be done before attaining that milestone.  A continuation beneath the low of wave-b portends to a probe back down to the significant lows made back in August of last year.  Should those lows be tagged it’s very important that accumulation starts to occur again otherwise the downtrend that’s started to wane over the past few weeks is going to ignite into life again which is something we definitely don’t want to see.

 

It’s quite interesting when looking at the weekly time frame (not shown) as it shows that the August 2012 low terminated at the 61.8% retracement level of the prior trend almost to the cent.  That in its own right is actually a bullish proposition, especially as a strong rally commenced from those lower levels.  The caveat of course is that the probe higher proved to be a corrective pattern which means that a larger combination is likely still in progress.  And having seen the depth of the retracement from the high of wave-(X) this just reiterates the fact that the larger corrective move still likely has plenty of time to run before terminating.  That said, there is no reason why the zone of resistance circa $72.00 can’t be achieved again over the medium term though for the moment weakness remains the main theme.  As such we have to be slightly sceptical in regard to short-term upside.

Trading Strategy 
5/6:

We took a look at a possible Head & Shoulders reversal set-up during the last review though the neckline wasn’t penetrated meaning no positions should be currently held.  That pattern has now been invalidated and with no obvious entry available we just have to remain patient and sit on the sidelines.  Clarity is lacking from an Elliott Wave point of view which is another good reason to refrain from looking for a trade just for the sake of it.  The current market weakness does allow for RIO to head back down to the minor line of support which could potentially offer a buying opportunity though only if significant demand returns as it did back in August of last year.

