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	Bottom Line 


30/7:
Daily Trend: Down

Weekly Trend: Down

Monthly Trend: Up

Video Analysis Watch Video Analysis Technical Discussion 
30/7:

The XXJ was selling off quite significantly during our last review though once again investors have bought into the dip resulting in a swift turnaround over the past few weeks.  We’ll discuss our wave count below though suffice to say that the recent show of resilience has travelled a little further than expected.  This now suggests that a deeper and longer retracement is less likely to unfold.  Not that it moves us back to a firmer bullish stance right here and now though there is every chance that the recovery highs set in May are going to be revisited.  Rejection at those higher levels would portend to another leg south with the initial target being the pivot low made in June.  With an upcoming dividend in the likes of CBA it would be logical to assume that strength is going to continue over the short term.  As we’ve mentioned before on these pages companies often embark on a run up into the ex-dividend date which of course is the whole premise behind our dividend momentum strategy.  It would take a push above 7000 to put pressure on our calls for another leg south before the longer term trend resumes making it a level to keep a close eye on should strength continue unabated. 

 

There is no doubt that the push down into wave-(a) has been impulsive in nature which at this stage of the trend should not complete the whole corrective pattern.  In normal circumstances we’d expect to see a zigzag from the high of wave-(C) and although this is still feasible I’m not convinced it’s going to be the way forward.  The reason being that the 61.8% retracement level has already been exceeded as can be seen on the chart.  And whenever the typical retracement zone is exceeded we have to be cognizant to the possibility of seeing a different corrective pattern. In this instance that likely means a flat or maybe even a triangle. Either way, a significant trend in either direction seems unlikely with the information at hand.  Should a corrective pattern unfold to the upside terminating at the high of wave-(C) there is a strong probability that further weakness isn’t too far away.  Bigger picture it could well be that this stage of the corrective pattern is going to complete an intervening wave-(X) which would actually be a very bullish proposition indeed.  Still, it’s early days with everything depending on how the smaller degree patterns unfold.  The other interesting aspect of the chart is the volume which has been subsiding quite significantly during recent strength.  This again is evidence that the recent rally is unlikely to be sustainable.

Trading Strategy 
30/7:

From an Elliott Wave point of view upside does appear limited though if you’re involved with stocks like Commonwealth Bank then simply go with the flow, at least over the short term.  If we are correct in regard to the high of wave-(C) being tagged and rejected then some short-setups could materialise over the coming weeks for the more aggressive trader.  That said the broader market trend is up for the moment and until we see clear evidence of a reversal then looking to short-sell isn’t the best idea in the world.  So for now it’s one to watch only and see what type of reaction is seen if/when the significant highs made in May are revisited.

