
Bottom Line 

30/9:
Daily Trend: Up
Weekly Trend: Neutral
Monthly Trend: Up
Support levels: $71.95 / $69.45 / $68.11
Resistance levels: $75.13
Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

CSL conducts research of biopharmaceutical products.  Following positive results it continues into the development and manufacturing stages before distributing the product.  It operates in three segments; CSL Behring, Intellectual Property licensing and Other Human Health.  The latter consists of CSL Bioplasma and CSL Biotherapies. For the year ending the 30th of June 2014 revenues increased 8% to $5.52B. Net income increased 8% to $1.31B.  The current consensus within brokers and analysts is “Buy”.  In March the company held an investor tour at its Broadmeadows facility which was well received by brokers.  The dividend yield is 1.8%.

Reasons to be more bullish:
→ Industry growth was strong in the first quarter, rising 9.0%.
→ Chinese demand for Albumin remains buoyant.
→ Recent results were slightly better than expectations with the company providing a bright outlook.
→ CSL appears to you have the upper hand over its competitors who were being perceived as a risk.
→ The approval of Baxter’s HyQ appears to be a formality.
→ Revenue growth in CSL Behring is strong.

Results a few weeks ago have been the catalyst for recent strength although following our last review we were looking for a small retracement before the trend resumed.  We couldn’t have asked for too much more in that department although there is still the risk of further posturing in this region before price can really gain a head of steam.  This expectation comes on the back of the rally that commenced earlier in the month which for the most part has been choppy and messy in nature.  However, considering the trajectory of the broader market CSL has held up extremely well showing strong relative strength.  More in the way of a consolidation pattern here would still be viewed in a positive light and portend further strength over the next three or four weeks.  What we particularly like about this chart is the strong impulsive movement higher off the early August low.  This followed some very choppy and messy price action with the longer term trend previously taking a well-earned breather.  Whichever way you look at the technicals there is not a great deal not to like here.  At smaller degree we’ve been left with a strong impulsive movement which should be followed by a small retracement or consolidation phase although at this stage I favour the latter.  A triangle at this juncture would be absolutely ideal and if this proves to be the way forward it has further to run before terminating.  However, a comprehensive break up through the recent pivot high at $75.13 means the trend is going to reignite sooner than anticipated making it a level to keep a close eye on. 

Trading Strategy 

Pure momentum traders could jump on following a break above the recent pivot high mentioned above at $75.13 with the initial stop one tick beneath the prior pivot low which at this stage sits at $71.94.  With blue sky ahead there is no target zone meaning positions need to be managed using a trailing stop.  The formal recommendation is to stand aside though if a triangle evolves over the next few weeks we’ll be looking to jump on for what should be a significant leg higher through all-time highs.  A little patience required here but our bullish stance remains.

