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Accumulation at support
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	Bottom Line 


30/5:
Daily Trend: Down

Weekly Trend: Down

Monthly Trend: Down

Video Analysis Watch Video Analysis Technical Discussion 
30/5:

The sell-off in Iron Ore overnight has certainly had a negative impact on companies exposed to the metal with FMG dropping substantially on today’s open.  It was unable to make up some of that lost ground which keeps the door open for further weakness over the weeks ahead.  Our focal point for some time now has been the zone of support circa $3.00 which is a pivotal point in regard to the larger degree patterns.  So weakness continues to be the main theme here and there is no evidence at this juncture suggesting that a trend change is imminent.  It’s going to be a waiting game to see how price reacts at those slightly lower levels.  There aren’t too many positives to focus on but one shining light is the fact that volume increased significantly around September of last year as the lower boundary of the zone of support was tested.  This can only mean that the smart money was taking an interest which of course resulted in a decent bounce unfolding over subsequent months.  As those lower levels are moving ever closer it’s going to be interesting whether the same buyers last year step up to the plate again.  One thing’s for sure, they definitely need to otherwise the picture becomes much more bearish.  It’s perhaps difficult to envisage the downtrend continuing though just because the stock may appear “cheap” to fundamentalists doesn’t mean to say the retracement can’t continue.  If the lower boundary of the support zone gives way then significantly lower levels are likely going to be seen.

 

Our analysis in regard to Elliott Wave remains unchanged in that a combination pattern continues to evolve.  What’s interesting though is that a clear corrective movement terminated at the high of wave-X which has been followed by an impulse in the opposite direction.  This basically means that a sustainable trend higher is unlikely to be seen until the current larger complex correction runs its course.  However, it’s not all doom and gloom as price could easily tag the high of wave-X before heading lower again which offers plenty of upside potential from current levels.  Not that I’m suggesting price is going to attain those heights immediately with further weakness likely to be seen before an interim bottom is in position.  As mentioned above, ideally we need to see a large increase in volume as price hits the zone of support.  Some closes off the session’s lows would also be a confidence booster in regard to seeing a decent rally a little further down the track.

Trading Strategy 
30/5:

If a low is going to be locked in shortly it should complete a larger degree wave-A which should be part of a larger flat pattern.  And this is the reason why there is scope for a continuation up toward the February high, albeit still within a corrective pattern.  So for the moment there’s no reason to want to be involved although we’ll start to get interested should the $3.00 region be met and rejected as that in itself would present a low risk entry.  We could then use the zone of support to lean against with the expectation that a bounce very similar to the one that commenced back in September of last year is going to kick into gear.  That’s a movement definitely worth being involved with though for the moment we have to remain patient and be on alert for signs of demand.

