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	Bottom Line 
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EW Trend: Corrective 
Price Trend: Down
Trend Strength: Strong

Video Analysis Watch Video Analysis Technical Discussion 
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LAYMANS:
Having seen FMG reject from the zone of support the ideal situation was to see buyer demand remain the main theme though that clearly hasn’t been the way forward.  The one major problem we had last month was the fact that any strength was coupled with very low volume.  Also, price had declined significantly on the day of our last review which unfortunately has proven to be the initial stages of a significant sell-off.  We can safely put the fall down to the momentous decline in the price of Iron Ore though it has to be said recent action does have a parabolic look about it.  It certainly changes the patterns though we’ll discuss those in more detail below.  The one thing we do know now is that price has broken down through the lower boundary of the support zone which can only be viewed in a bearish light.  The company is looking oversold at these levels so a bounce could be forthcoming pretty quickly though it’s by no means a foregone conclusion.  We have to be cognizant that a bit of panic is taking hold at the moment which doesn’t look like subsiding any time soon.  The next port of call should be $2.79 which in a perfect world will managed to hold.  If not, then something much more sinister is unfolding. 


TECHNICAL:
One thing’s for sure, the more bullish scenario I put forward last time in suggesting wave-C was going to be truncated and fall short of the wave equality projection at $2.79 has proven to be incorrect.  It doesn’t change the larger degree patterns though we’ve had to amend the smaller degree subdivisions from the high of wave-B.  It’s by no means perfect though the best interpretation now is that a 3-leg movement is going to unfold with intermediate degree wave-(c) well underway.  So for the moment we’ll just have to focus on the wave equality projection and see if it proves to be a turning point.  It would certainly be the ideal situation as it would still provide symmetry in regard to those larger patterns.  It’s worth mentioning that if our immediate target is breached it would portend to a continuation down toward the significant lows made in November 2008 around the $1.16 mark.  Obviously that’s significantly beneath current levels and is the worst case scenario.  That said, it’s worth bearing in mind if the ferocity of the recent decline continues straight through our projected turning point.  As mentioned above the sell-off is looking a little overdone with our oscillator well into the oversold position on both the daily and weekly charts.  If price had been sitting within the zone of support I’d be giving much more weight to this fact.  As this isn’t the case it isn’t providing a great deal of hope for the bulls though bullish divergence is something to look out for from here on in.

Trading Strategy 
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With volatility increasing dramatically of late coupled with the concerns in regard to the price of Iron Ore there’s simply no reason to want to be involved at this juncture.  Yes, should price hit our wave equality projection with buying demand appearing immediately it would be reason for aggressive traders to sit up and take notice.  Ideally I’d like to see a large increase in volume at those lower levels with some high closes starting to show.  For now though we’ll just sit back and concentrate on the reaction seen at the target – assuming it’s going to be tagged which seems highly likely having seen what’s been unfolding over recent weeks.

