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	Bottom Line 


24/1:
EW Trend: Corrective
Price Trend: Up
Trend Strength: Weak

Video Analysis Watch Video Analysis Technical Discussion 
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LAYMANS:
The Materials Sector hasn’t been the best performer over more recent times by any means though a 23.0% rise since July of last year is definitely nothing to be sniffed at.  That’s certainly significant in itself though what we particularly like here is the acceleration of the trend since November.  In fact like the broader markets it’s been pretty much a straight line rise since that time though a pause for breath is being taken presently.  The ideal trajectory following our last review was to push up through the zone of resistance which is a feat that has now been accomplished.  We’ve been mentioning the fact that price will often come back and retest old resistance/new support quite often recently which again is something that’s been seen here.  I’d be ok with slight weakness over the coming weeks though ideally price will not break down through the lower boundary of the new zone of support.  If that make or break point is penetrated then we can only move back to a neutral stance as it would suggest a more substantial pull-back is going to occur which should take two or three months to complete as a minimum.  Longer term we’d still be looking for substantially higher levels to be achieved though of course the ideal situation is for price to get on with the job sooner rather than later from a pure trading/investing perspective. 


TECHNICAL:
The salient point here is the impulsive nature of the push up within wave-(c) which is exactly what we’d expect to see at this stage of the trend.  The wave equality projection came within a whisker of being tagged recently which does keep the door open for another show of resilience before a deeper retracement kicks into gear.  The make or break point here is the high of wave-(a) with a push beneath suggesting a completed 3 leg movement has unfolded from the low of wave-(B) made back in July of last year.  From a pure Elliott stance it’s certainly feasible that a larger degree wave-A is in position despite not quite achieving the target.  Remember projecting targets is not an exact science meaning failing to reach the wave equality projection by a few points is neither here nor there in the bigger scheme of things.  Adding weight to the case that an interim top is in position is the fact that we have a couple of time projections showing confluence on the 4th of January which is just one day following the recent pivot high.  The other interesting pattern here is Type-A bearish divergence which is evident on the weekly chart (not shown).  It’s even triggered which normally suggests that an interim top is in position and will not be overcome until the oscillator rotates back down into the oversold position.  As we’re looking at the larger time frame that should take weeks as opposed to days.  Definitely something to keep a close eye on.

Trading Strategy 
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Last month we noted that it was the larger cap stocks that were leading the sector higher though we were seeing early signs that some of the second and third tier companies were starting to play catch up.  That trait has continued over the past few weeks with some of the minnows making exceptional progress.  A pause in the broader market has put a halt to the recent show of strength though thus far significant retracements haven’t been seen.  And until signs of distribution appear we just have to follow the trend and see where it takes us despite technically being in a position to see a counter trend move lower.  Price always needs to prove itself and recently all we’re seeing is a lacklustre sideways meander which keeps the door open for a break in either direction.  So there is absolutely no reason to try and fight the trend here despite the short term dip back to support.

