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	Bottom Line 


27/8:
Daily Trend: Up
Weekly Trend: Down
Monthly Trend: Down

Video Analysis Watch Video Analysis Technical Discussion 
27/8:

The Gold Sub-sector has been given a leave of absence from these pages over the past few months as the downtrend continued to gather pace with no indication that a bottom was close by.  However, that is no longer the case with a couple of patterns gaining our attention over the past few weeks.  First of all price has hit a major zone of support which actually goes all the way back to 1994.  That’s obviously almost 20 years ago so its relevance could be disputed though we can’t argue with the fact that buyers have stepped up to the plate at these lower levels on many occasions since that time.  The most recent one back in late 2008 which resulted in over a 217.0% gain.  Not that I am suggesting a similar show of strength is going to be seen this time around though at least we are in a position to see a more substantial rally.  I’m going to stick with the weekly chart this evening which shows the larger degree patterns very clearly whilst it also focuses on the severe technical damage that has been inflicted.  Yes, the recent show of resilience has been a step in the right direction and increases the chances that a major low is in position though in the bigger scheme of things we can see that the current turnaround has been minimal thus far.  Still, all reversals have to start somewhere and now is as good a time as any.

 

The significance of the major support can’t be overstated though there is another very interesting pattern that I want to focus on.  It comes in the shape of what’s known as an expanded flat which is a pattern that occasionally crops up and indeed has been seen over the past few months in several stocks.  The main guidelines are that wave-B often terminates at the 1.382 projection of wave-A with wave-C travelling 1.618x the length of wave-A projected from the high of wave-B.  If this sounds a little complicated don’t worry as I’ll run through it during tonight’s video for clarity.  Those guidelines have been adhered to very nicely in this instance meaning in theory the pattern should have just terminated.  And if it has completed there is plenty of upside potential ahead over the coming months and possibly dare I say even years.  It’s far too early to be getting overly confident in regard to the latter though we can’t argue with the clarity of the larger degree correction, especially as it provides very good confluence with the major zone of support.  Remember, as a general rule of thumb the more confluence we have the greater the chance that a reaction is going to be seen.

Trading Strategy 
27/8:

As we all know numerous Gold related stocks have been bouncing hard over the past few weeks with many previously sitting at severely oversold levels.  In fact most charts resemble what’s been put forward here in relation to the technical damage that’s been inflicted with plenty suffering to an even larger extent, especially some of the junior explorers.  For those that have access to the Global Markets section then it’s worth taking a look at Scott’s recent review of the yellow metal especially as the patterns differ slightly.  If you are taking an interest in the sector then continue to focus on the patterns pertaining to the individual stocks themselves as opposed to focusing on those put forward here.  And more importantly wait for a low risk entry before jumping aboard as many companies are looking a little overbought over the short term.

