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Bottom Line 
16/3:
Daily Trend: Down
Weekly Trend: Neutral
Monthly Trend: Up
Support Levels: $4.74 / $4.38
Resistance Levels: $5.49 / $6.00
Video Analysis 
Watch Video Analysis Here 
Technical Discussion 
AMP Limited (AMP) is a financial services and wealth management company operating across financial planning, insurance, asset management and retail banking. It has a significant network of 4300 advisors across Australia and New Zealand, as well as relationships with independent financial planning groups. Its asset management business is extensive with large and diversified portfolios across all major asset classes. For the year ending the 31st of December 2017 revenues increased 24% to A$18.33B. Net income was A$848M against a loss of A$344M. Revenues highlight Interest income, dividends and the distribution increase of 42% to A$11.07B. Net Income shows a goodwill impairment decrease from A$668M (expense) to A$0K. Broker / Analyst consensus is currently “Hold”. The dividend yield is 5.6%.
Reasons to remain bullish longer term (caution short term):
→ Increased possibility of a buyback following results.
→ A strategic review may be a potential bullish catalyst.
→ Divestments could provide a positive surprise.
→ Growing Chinese investment in funds management.
→ Management hoping to double bank profits over the next five years by leveraging its adviser network.
→ Transitioning to a higher growth and less capital intensive business.
→ Continues to de-risk the life business.
→ Reforms recently announced by the government should be beneficial.
→ Improved operating momentum across wealth management continues.
It's only a couple of weeks since our last look at AMP although recent weakness means it’s time to re-evaluate. The problem last time was that price was struggling around the zone of resistance although over the past couple of weeks sellers have come out in force resulting in an impulsive movement lower, albeit at smaller degree. This now suggests a top is in place, with a deeper retracement looking likely. We have amended our wave count which now shows the October low as an intervening wave-X. The issue with these combination patterns is that they lack clarity and are best labelled in hindsight. In other words, we can’t make any high probability target areas. If we are seeing wave-B lower it will ideally terminate in the typical retracement zone and unfold as a corrective pattern. One thing is for sure, should price continue to impulse down into the target, then a deeper retracement is likely in motion which could take several months to complete. Adding weight to the case for lower prices is bearish divergence both on this daily timeframe and the weekly. It’s also triggered on both charts which increases its significance. It’s feasible that our indicators unwind during a sideways consolidation although in this instance it’s more likely going to trigger further falls. Looking back all the way to 2009 shows that price has been range-bound, albeit it’s a wide range with some reasonable trends along the way. However, price would need to get up through the upper boundary of the range circa $7.00 before getting too excited. This isn’t looking likely.
Trading Strategy 
The warning signs have been showing for a while which is why we tightened the protective stop last month resulting in a small profit plus the dividend. Again, this wasn’t the ideal result for us although it reiterates how important it is to be proactive by keeping an eye on the patterns and adjusting the protective stop when required. If we are correct with the analysis, there’s likely little to get excited about over the short-term so we may put AMP on the back burner for a while until some clarity returns.
 
Disclosure: Nick Radge holds.
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Bearish divergence on 2 time frames...
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