
Bottom Line 

25/6:
Daily Trend: Neutral
Weekly Trend: Up
Monthly Trend: Up
Support levels: 7050 / 6929 / 6430
Resistance levels: 7312 / 7392 / 7883
Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

Consumer confidence in the U.S. (released overnight) rose again and is now the highest it’s been since 2008.  New home sales also increased to levels not seen for around six years.  Positive news without a doubt although it wasn’t enough to overshadow continued concerns regarding the conflict in the Middle East.  Overseas markets declined which was enough to drag our market lower.  This shouldn’t really come as a great surprise as we continue to ignore strength in overseas markets but are still quite happy to join in during weakness.  Frustrating without a shadow of a doubt though it’s difficult to see what the trigger for a market rally will be – especially from a fundamental point of view.  That said, it isn’t all doom and gloom on the chart shown here with the XXJ remaining in an uptrend.  Let’s see what the technicals have to offer.

Reasons to be aligned to the Sector:
→ Interest rates should remain lower for longer due to recent inflation data.
→ The Banking Sector continues to be the driving force behind broader market strength.
→ All-time highs don’t sit too far above current levels with a break above offering plenty of upside.

The sideways consolidation that’s been unfolding over the past three weeks or so has taken the form of a small triangle with the lower boundary being exceeded today.  This opens the door for short term weakness although there is no evidence that something much more sinister is going to unfold.  From an Elliott perspective the patterns are pretty clear cut with an impulsive leg up to wave-i or-a which should be corrected by a 3-wave movement.  The final leg lower within the pull-back should now be unfolding.  The target zone as shown consists of the wave equality projection and the 50.0% retracement level of the larger pattern.  This provides the confluence we always look for and should prove to be significant.  The target area also aligns quite nicely with the 200 day moving average which adds weight to the case for buyers stepping up to the plate at those slightly lower levels.  It would now take a break above the high of wave-i or-a at 7392 to suggest the trend is going to reignite sooner than anticipated.  The stumbling block from a technical perspective is Type-B bearish divergence evident on the weekly chart (not shown).  This isn’t the strongest type of divergence though it adds weight to the case for lower prices over the coming three or four weeks.  At best it portends a continued sideways meander. 

Trading Strategy 

As we have stated on several occasions over the past few months any dips within quality high yielding stocks should be viewed as buying opportunities.  The banks have been embarking on small retracements which will continue to catch the eye of investors.  If we are correct here another buying opportunity shouldn’t be too far away.  For the moment caution is required across all market sectors with choppy, lacklustre price action remaining the main theme.  Should our wanted 3-wave correction run its course over the next few weeks we’ll be looking for a buying opportunity.

