[image: EVN]

Bottom Line 
10/11:
Daily Trend: Up
Weekly Trend: Up
Monthly Trend: Up
Support levels: $2.17 - $2.13 / $1.89 / $1.61
Resistance levels: $2.67 / $3.04 / $3.54
Video Analysis 
Watch Video Analysis Here 
Technical Discussion 
Evolution Mining owns 5 gold and silver mines in Queensland and Western Australia and retains a 100% interest in all of them. The company was formed in October 2011 via a merger between Catalpha Resources and Conquest Mining. Recent results were lower than most brokers and analyst’s forecasts though it has turned the corner in being cash flow positive this year. For the year ending the 30th of June 2017 revenues increased 11% to A$1.48B. Net income was A$217.6M against a loss of A$24.3M. Revenues highlight the Cowal section increase of 17% to A$440.7M and the Mt Rawdon section increase of 22% to A$166.5M. Net Income shows Impairment of assets which decreased to A$77.3M. The dividend yield is 1.7%. Broker/analyst consensus is currently “Buy”.

Reasons to be optimistic longer term: 
→ Strong September quarter production numbers.
→ The acceleration of the exploration programme be a bullish catalyst.
→ All-in costs have now fallen to A$786/oz.
→ Recently sold its Edna May asset to RMS which was its least profitable mine.
→ Offers an alternative to Newcrest for fund managers.
→ Strong free cash flow.
→ Good potential for an increase in the dividend.
→ Gold hedging is in position which secures strong margins for a part of production, adding cash-flow security.
We’ve been running with the weekly chart of Evolution Mining as it shows the most clarity, as such we’ll stick with it this evening. The big positive on this chart is the impulsive nature of the leg higher to wave-[A] which is what keeps the door open for substantially higher levels much further down the track. The leg down from the significant highs did unfold in 3-waves and even tagged the 50% retracement level of the prior leg higher. Under normal circumstances this would suggest the retracement has done its dash with the prior uptrend resuming immediately. Although strength has transpired there are couple of reasons for scepticism regarding the current trend continuing too much longer. First of all, the bounce from the target area has been just that - it’s been a choppy rally and is not impulsive in nature in any way. In other words, it’s likely part of a larger corrective pattern. Secondly, we always need to see clarity from a time perspective and in this instance it isn’t showing. Although the typical retracement zone has been tagged it only took slightly over 20% of the time taken by the prior uptrend. It should take around 38.2% as a minimum with anything under this line in the sand needing to be treated with scepticism. The bottom line is, further posturing in this region is likely going to culminate in either a larger flat pattern or a triangle. Either of those two patterns should run well into next year although with it being such a large pattern there will be decent moves within the consolidation phase.
Trading Strategy 
Although we must always focus on the patterns pertaining to the individual stocks themselves, we also have to be cognizant that most of the moves are going to be triggered by the price of gold. The yellow metal has been taking a breather recently and without a bullish trigger it’s difficult to see it heading to significantly higher levels over the short-term. This aligns nicely with the patterns here, suggesting more time is required before the strong prior multi-year uptrend kicks back into gear. We’ll bide our time and remain patient.
 
Disclosure: Nick Radge holds
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More time required... s




