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	Bottom Line 


15/8:
Daily Trend: Up

Weekly Trend: Flat

Monthly Trend: Flat

Video Analysis Watch Video Analysis Technical Discussion 
15/8:

We haven’t been fans of FMG for what seems like an age which is due to the extended period of weakness that’s been unfolding since January 2011.  However, during our last review we did like the fact that the zone of support had been respected with a decent bounce taking hold.  And that rally has continued over the past few weeks which is very indicative of the sector itself.  I’m still not overly convinced that Fortescue can trend higher under its own steam though in current conditions and market environment higher levels should be attained over the coming months.  That said, we’re technically in a position to see a small retracement though whether it transpires is a whole different matter.  Should distribution start to be seen the 50.0% retracement level could be the next port of call though that’s assuming that the text book Elliott correction is going to unfold.  One thing we have to be cognizant of is the impulsive nature of the rise over the past couple of months which does keep the door open to see a shallower pull-back.  So a sideways consolidation with a bias to the downside from here would be bullish over the medium term. 

 

The larger degree wave structures are difficult to decipher which is the exact reason why we have annotated the February high as an intervening wave-(X).  In other words a complex combination pattern is likely taking hold though it doesn’t detract from the bullish case over the coming months in any way.  In theory the high of wave-(X) could well be tagged before another downturn of any magnitude takes place.  And if that line in the sand at $5.47 can be overcome then our labelling will need to be amended which would undoubtedly result in something much more bullish being put forward.  That’s something for much further down the track and first of all we need to see a counter trend move lower of some description to retain clarity.  All things considered the stock is looking much more bullish than it has for some time though it’s too early to be suggesting a multi-year trend is in its early stages.  More confirmation is required.  With the information at hand it would take a push beneath $3.46 to invalidate our analysis and suggest the zone of support is going to be revisited.  Anything’s possible though it isn’t our highest expectation to see a fall of that size.

Trading Strategy 
15/8:

This company, because of its mere size will have plenty of followers although personally I find it difficult to get too enthusiastic longer term at this stage of proceedings.  Yes, if the high of wave-(X) can be overcome the picture becomes much brighter though that level is quite a way above current prices with plenty of work to be done before attaining those heights.  There is the potential for a swing trade but only following a pause for breath over the coming weeks.  There is no reason to buy here just for the sake of it with a logical entry mechanism evading us at this time.  We’ll be keeping a close eye on it over the next couple of weeks for our wanted retracement though the sideline is still the place to be for now.

