
Bottom Line 

3/10:
Daily Trend: Flat
Weekly Trend: Up
Monthly Trend: Up

Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

3/10:
“…The short term pattern of interest is the ascending triangle with price now posturing for a breakout…”   Strength kicked into gear almost immediately following our last review with the index now up around the recovery highs made back in early May.  Indeed they’ve been penetrated by a small margin though like the broader market the past few sessions have been weaker although on the positive side of things volume has dropped off quite significantly.  This means it’s only a few weak hands taking some profit as opposed to the smart money off loading meaning the recent retracement isn’t overly concerning.  As far as the patterns are concerned we are in position to see a retracement which could potentially take price all the way down beneath 6000 though as always the proof will be in the pudding.  There would need to be clear-cut signs of distribution before expecting a leg of that magnitude south which definitely isn’t the case at this juncture.  It doesn’t mean to say it can’t unfold though the sector remains in an uptrend and as such we have to remain open minded.  The line in the sand here sits at 7282 with a push above being a bullish proposition.  Until that make or break point is overcome there’s still a case for seeing a decent pull-back.

We always like to see the textbook patterns from an Elliott perspective though as we’ve been mentioning over the past couple of reviews that really isn’t the case here.  Taking a step back and looking at the bigger picture shows the ideal situation being to see wave-(c) to the downside pretty quickly to complete a larger flat pattern.  Whether a top is in right here and now or we’ll see one last show of resilience taking price up toward the inflection point we’ll just have to see.  It’s difficult to envisage a significant decline from current levels, at least when taking the prior trend into account though of course the continued standoff in the U.S could be the trigger for such a move though let’s face it anything could happen in that regard.  If there’s one thing we can take away from this chart it’s the indisputable fact that the push down from the high of wave-(C) unfolded in a clear 5-leg impulsive movement and therefore should not complete the whole corrective move.  However a push through the 1.382 projection of wave-(a) invalidates our current labelling meaning we’ll have to reassess, perhaps by taking a look at the weekly time frame.  For now though we just have to be cognizant of the fact that technically the trend over the past few months could either have already run out of steam or could do so shortly.

Trading Strategy 

3/10:
Despite the fact that most of the Banks look a little overstretched to the upside it doesn’t mean to say higher prices can’t be seen.  On this particular chart no bearish divergence is in position and with the lack of volume during the recent retracement there is no need to panic sell.  Tightening trailing stops would be appropriate though selling just for the sake of it simply isn’t a valid strategy.  Yes, we are at a point in the trend where a counter trend move could unfold but as already mentioned more evidence is required before getting overly confident that a reversal is going to kick into gear.  There are still early signs of a momentum shift with the Materials sector looking much stronger than it has for some time although there is still plenty of work to be done in regard to playing catch up.

