
Bottom Line 

9/2:
Daily Trend: Up
WeeklyTrend: Up
Monthly Trend: Up
Support levels: $2.20 / $2.05 / $1.725
Resistance levels: $2.64 / $2.97 - $3.06

Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

Qantas Airways is involved in the operation of international and domestic air transportation services, the provision of freight services and the operation of a Frequent Flyer loyalty program. The Company’s main business is the transportation of customers using two complementary airline brands which are Qantas and Jetstar. It also controls subsidiary businesses including other airlines and businesses in specialist markets, such as Q Catering. The Company operates in four sections; Qantas Domestic, Qantas International, Qantas Loyalty and Qantas Freight. For the year ending the 30th of June 2014 revenues decreased 3% to A$15.35B. Net loss totalled A$2.84B compared to income of A$1M. Broker consensus is currently “Buy”. No dividend is paid.

Reasons to be more optimistic:
→ Oil price decline is positive, as is the outlook for increased capacity.
→ The company has just updated guidance for the first half with a profit of between $300m and $350m anticipated.
→ Cost cutting measures are continuing.
→ Market dynamics have been improving, especially domestically.
→ Lower fuel costs on the back of the falling price of oil have given the sector a boost.

Over the past couple of reviews we’ve been looking for price to come back and fill the gap that was left on the 8th of December last year.  This could still transpire although the longer price continues to be resilient the less chance there is of seeing a gap fill.  In fact over the past few weeks a more bullish pattern appears to have been evolving.  It could be argued that an ascending triangle is taking hold which portends further sideways chop over the next couple of weeks or so; this should be followed by an upside breakout.  Any forthcoming strength should take price up toward the next zone of resistance circa $3.00 which is an area where a few sellers will be lurking.  We also have to be cognizant of the fact that it’s a multi-year zone of resistance meaning its relevance increases substantially.  I won’t say it never happens but rarely will resistance of that magnitude be overcome at the first attempt.  It’s also quite interesting that if the triangle does continue to evolve the measured move out of the pattern aligns very nicely with the zone of resistance which provides plenty of confluence at those higher levels.  As just mentioned there is still a chance that a slightly deeper retracement unfolds to fill the gap so we still need to be aware of this possibility.  Should this be the way forward then a better buying opportunity will present itself though we’ll bring this to your attention should it transpire. 

Trading Strategy 

The strategy for the moment is to sit tight and remain patient.  If we are correct with the triangle scenario a little more posturing in this region is likely going to be seen before the breakout kicks into gear.  Either way, price needs to break through the upper boundary of the pattern before jumping on.  Just be aware that price will likely falter around the zone of resistance meaning any trade is better suited to the more nimble trader.  Should the lower trend line of the triangle be penetrated then we’ll be concentrating our efforts on the gap as a buying opportunity at those lower levels would increase the risk/reward substantially.

