
Bottom Line 

30/4:
Daily Trend: Down
Weekly Trend: Up
Monthly Trend: Up
Support levels: 10021/ 9699
Resistance levels: 10895 / 11244

Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

The Materials sector was under serious pressure during our last review with strength needing to kick in pretty much immediately.  Higher levels have been seen although we aren’t quite out of the woods quite yet.  At the end of the day the sector has basically meandered sideways since September 2013 although the bias has been to the upside which is a small positive.  It’s difficult not to compare this chart with that of the Banking Sector which of course has been a much stronger performer over the years.  In fact the XXJ at yesterday's high was only just over 6% away from tagging all-time highs.  In stark contrast the XMJ is still almost 40% away from those heights.  This clearly tells us where the smart money has been heading from the 2009 lows.

Reasons to be cautious:
→ The lack of impulsive price action remains a warning sign implying strength is part of a larger corrective pattern.
→ Concerns in regard to China's growth prospects remain in place and are acting as a drag.
→ With the Banks and other quality financial stocks continuing to offer impressive dividends they are going to remain sought after, underpinning the sector.

The deep corrective movement down into wave-ii has been our main concern over the past couple of reviews which is still relevant.  The slightly better news is that from those lows impulsive price action has unfolded which has been followed by an almost text book a-b-c correction down to yesterday’s low.  In theory we are now in a position to see impulsive price action resume although it needs to happen sooner rather than later.  Further weakness or consolidation in this region simply won't suffice and means our wave count is likely incorrect.  A break up through the recent pivot high at 10460 is required to give us confidence in regard to our labelling being incorrect.  There is still a little work to be done before hitting that level.  One headwind that is still in position is Type-A bearish divergence on the weekly chart (not shown) although it's almost unwound.  This is offset to some degree by bullish divergence still being apparent on the monthly time frame.

Trading Strategy 

We don't tend to concentrate too much on sectors although it's quite interesting that out of the 15 or so open positions we currently have running within the Position Status Page there is hardly a company within the Materials Sector in sight.  The reason being that the bullish patterns that have been presenting themselves have been in other sectors.  Generally speaking the patterns pertaining to individual stocks will keep you in the right sectors and avoid the underperforming ones.  Either way, there is no reason to be overweight in the XMJ at this juncture as it continues to underperform.

