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	Bottom Line 


4/4:
Daily Trend: Down
Weekly Trend: Down
Monthly Trend: Neutral

Video Analysis Watch Video Analysis Technical Discussion 
4/4:

It may be stating the obvious but the divergence between the Banking Sector and the Materials Sector here continues to widen with no evidence right here and now that this trait is going to change.  All I would say is that sentiment is extremely bearish in regard to the XMJ with the contrarian view being that it’s probably time to start taking an interest again.  That may be the case though from our perspective we need to see clear evidence of buying demand by the way of some accumulation before looking for any sort of a bounce.  There is no arguing the case that the sector is looking oversold though this doesn’t automatically mean that a reversal is close by.  Remember it works both ways.  Our local market had been overbought for several months before the recent pause for breath yet it continued to bound higher.  In other words the current trend here could continue lower despite looking overstretched to the downside.  During our last review we were focusing on the typical retracement zone which is annotated here by the 61.8% level.  Whenever the typical target is overcome it opens the door for something more bearish to unfold which is definitely the case here.  Not only has our target been overcome but it’s been exceeded in an almost straight line decline.  Very impulsive in nature without any hint of a corrective pattern in sight from the February high.  Whichever way you look at it the technicals only point to further weakness, albeit an inevitable rally is bound to unfold.

 

Having seen a clear 3-leg move up to the high of wave-(c) we’d expect to see exactly the same in the opposite direction.  And although this could still unfold as part of a larger complex combination pattern it certainly isn’t going to be textbook in any way shape or form.  The probe lower over the past couple of months is almost parabolic in nature and whilst many will be blaming the China story, at the end of the day the fundamental reasons for the retracement are irrelevant as well as being subjective.  The price action tells the story and it isn’t happy reading.  Back to the wave count, the current leg lower is within smaller degree wave-iii meaning we are in a position to see downside momentum wane at any time.  However, any counter trend move higher is likely to be lacklustre in nature with more of a sideways meander with a bias to the upside taking hold.  Either way, it seems highly likely that the significant lows made back in July of last year are going to be revisited.  To avoid a longer term move to the downside the 9000 region needs to hold – it’s as simple as that.

Trading Strategy 
4/4:

If we are to search for positives then at least the Type-B bearish divergence on the weekly chart mentioned a couple of reviews ago has unwound into the oversold position though without bullish divergence present it doesn’t portend to a reversal of form.  However, it does take the pressure off for the moment which would allow for a consolidation pattern within wave-iv to unfold.  If the smaller degree subdivisions unfold as anticipated the next trading opportunity is probably going to be to the downside with the target being the July 2012 low.  It would take an immediate push back up into the zone of resistance to move us back to a neutral stance although as mentioned above there is no evidence that a rally of that magnitude is going to kick into gear from current levels.

