
Bottom Line 

21/1:
Daily Trend: Up
Weekly Trend: Neutral
Monthly Trend: Neutral
Support levels: 2284 / 2172 / 1642 
Resistance levels: 3154
Video Analysis 

Watch Video Analysis Here 
Technical Discussion 

Gold has been heading higher over the past few weeks which is exactly what we wanted to see.  We’ll take a look at the technicals below although fundamentally there are also reasons to be bullish the metal.  First of all, the main Gold producing countries have reported declines in production.  As an example, up to September of last year production at U.S. Gold mines declined around 6.5% compared to the same period the previous year.  It’s a similar story in South Africa which is also a major gold-producing country; in 2014 output declined just over 5% on a month to month basis from the previous year.  On the flip side, demand for the metal is reported to be increasing.  In other words the demand/supply metrics portend higher prices.  It’s also worth mentioning that imports into India have increased significantly over the past few months which could be due to the government easing import restrictions.  That said, India isn’t the biggest consumer of the yellow metal with China taking top spot a couple of years ago.

Reasons to be ready for a buying opportunity:
→ Demand is rising with output declining.
→ A weaker U.S. dollar should boost the price of gold.
→ Continued concerns regarding global growth should also underpin prices.
→ Technically, buyers have stepped up around a major zone of support.
→ Sentiment is extremely low – often a bullish signal.

We’ve been taking more of an interest in the Gold sub-sector recently with buyers stepping up to the plate around the major zone of support as annotated.  We’ve also noted that a bullish Head & Shoulders pattern has triggered in Newcrest Mining which adds more weight to the bullish case.  On this chart the H&S pattern invalidated several months ago though we can still see that the diagonal line of resistance was penetrated last week with a degree of attitude.  All in all, we could not have asked for anything more at this early stage.  There is still every reason to keep our feet firmly on the ground having seen the technical damage that’s been inflicted since 2011 although all trends have to reverse at some juncture - and there is a good chance that time has arrived.  We are looking at the weekly chart here which doesn’t do justice to the impulsive nature of the rise since early December which has been impressive to say the least.  A small consolidation or retracement would be perfectly acceptable over the next week or two though it’s by no means a prerequisite to higher prices.  Quite often price will come back to retest old resistance/new support which could transpire in this instance.  First of all we need to keep a close eye on diagonal support as ideally buyers will return at those slightly lower levels if tagged.  In the bigger scheme of things we need to see a push above the pivot high made in 2013 at 3154 before getting bullish longer term though we are on track to do just that.  Price would have to return back into the horizontal zone of support to negate the bullish case. 

Trading Strategy 

Although we haven’t yet had an opportunity to jump on the likes of NCM we’ve been keeping a close eye on companies sitting within the sector.  Last time we put forward BDR as a stock to keep a close eye on with price attempting to break out of a basing pattern.  That company has risen 40% since our last review which demonstrates the turnaround that’s taken place.  In November we put forward both RRL & SAR as contenders although at the higher risk end of the market.  Both have performed extremely well over the past couple of months.  Just because the aforementioned companies have taken off with some conviction doesn’t mean to say it’s too late to jump on. If we are correct there is plenty of upside left in Gold and therefore the miners meaning any short retracement or consolidation pattern should be viewed as a buying opportunity.

