
Bottom Line 

11/8:
Daily Trend: Down
Weekly Trend: Neutral
Monthly Trend: Neutral
Support levels: $62.14 / $56.15 
Resistance levels: 69.05 / $71.40 / $72.82
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 six months ending 31 December, 2013 revenues increased 5% to A$2.7B.  Net income increased 3% to A$645.7M.  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 1.7%.

Reasons to be cautious:
→ HyQvia poses a substantial threat to CSL's Hizentra which presently dominates the Ig market
→ CSL's market share in immunoglobulin has come under pressure over the past few months which is a trait that may continue.
→ Since September 2011 the trend has been exceptionally strong.  However since July of last year momentum has waned significantly.
→ Results in early February were perceived as being lacklustre by analysts. The company’s ability to improve the second half performance is questionable.  
→ A line of support has just given way.

The chart of CSL continues to be very interesting with plenty of action since our last review.  We’ve been focusing on the rising channel in previous reviews with the lower boundary being breached and re-tested which is a very common occurrence.  In fact the lower boundary of the channel is basically diagonal support which once breached becomes resistance.  Since the retest price has started to head lower in an impulsive fashion.  The minor zone of support has also given way adding weight to the bearish case over the short term.  Looking at the bigger picture we’d be hard pushed to find a stronger trending stock and we are viewing any retracement as being a bullish proposition in the bigger scheme of things.  However, right here and now there is no reason why lower prices can’t be seen.  Volume has also increased during the recent pull-back which implies lower prices need to be seen before another buying opportunity presents itself.  The risk will remain to the downside unless $69.05 can be breached over the coming weeks.  Anything is possible though there’s no technical reason to suspect why those higher levels are going to be tested any time soon.  Due to the almost straight line rise we can’t put forward a high probability lower target zone though there is no reason why $56.00 can’t be put under pressure which is where the next minor line of support sits. 

Trading Strategy 

“…The strategy is to sell following a break beneath $66.16 with the initial stop placed at $68.66 which provides a nice low risk entry…”   We are now holding short positions at $65.50; this evening I’m going to set the lower target at $56.50.  That said, we’ll be using a trailing stop to manage the position rather than taking profits if offered at those lower levels.  The trailing stop currently sits at $66.99 meaning risk is very low on this trade.  If you’re not already involved a little patience is going to be required.  Should a low volume bounce ensue then another shorting opportunity could present itself around old support/new resistance.

