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	Bottom Line 


2/9:
Daily Trend: Up

Weekly Trend: Flat

Monthly Trend: Up

Video Analysis Watch Video Analysis Technical Discussion 
2/9:

It should come as no great surprise that the chart for the Banking sector is very similar to that of the XJO (refer Friday’s review).  Banks have actually underperformed over the past few weeks though not significantly so, and it certainly isn’t reason for concern.  We are still on course to head up to the May high with the potential to see another leg lower from those slightly higher levels.  However just like the chart of the broader market, price action over the past couple of months is lacking clarity from an Elliott Wave perspective.  So a leg lower from slightly higher levels is by no means a high probability scenario – it’s just something to keep a close eye on should weakness start to be seen circa 7000.  I don’t want to focus too much on the wave count here with the conventional patterns being our focus of attention.  The short term pattern of interest is the ascending triangle with price now posturing for a breakout.  And as the prior trend is to the upside there is a good chance that a break higher is imminent.  The one stumbling block is still Type-B bearish divergence which has been in position for several weeks now but thus far hasn't triggered a sell-off. Still, divergence simply can’t be ignored and it needs to be respected which basically means we have to be slightly cautious.

 

When the wave count lacks clarity as it does here it's often a good idea to take a step back and look at the much larger degree patterns to take out some of the noise.  In this instance that means concentrating on the wave equality projection which was tagged and rejected a few months ago.  Those pivot highs also coincided with the wave equality projection at one degree lower which all things being equal would suggest an interim top is in position.  What we've witnessed at this juncture is a much larger (A) – (B) – (C) correction higher off the March 2009 lows with this labelling remaining in position unless the high of wave-(C) is overcome in a strong impulsive movement.  And I have to say I'm not totally ruling out this much more bullish proposition despite it not being absolutely ideal from a pure pattern perspective.  The trend continues to be strong and as such there is no reason to try and fight it.  Trying to project major highs within such a trend is nothing more than guesswork, especially when symmetry has been lost.

Trading Strategy 
2/9:

Over the next few weeks the risk still appears to be to the upside, especially when taking the ascending triangle into account.  Yes, as mentioned above we can't ignore the bearish divergence as it could suppress price until our oscillator rotates back down into the oversold position which could take a week or so.  It's worth mentioning that plenty of Resource related stocks have been embarking on decent turnarounds recently meaning it could be time to diversify if you're heavily weighted within this sector.  However, there is no indication right here and now that the longer term trend is going to roll-over.  So as previously mentioned just go with the flow until we see signs of distribution though nothing could be further from the truth at this stage proceedings.

