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Protect yourself from losses by recognlsmg a downward trend

THE trend, as they 54y i
the investment world, is
your friend and this week
Australian Technical
Analysts Association
director Robert Brain

| graphically showswhy

that's the case. To do
anything other than
“trade with the trend” is;
Brain'believes, fsky
business.

Thisweek's graph plots
the daily progression of
the All Ordinaries Index
from early March to the
present, From harch, the
Al Ords tracked upwards
unlitpeaked on April 15
at5026. Then things
started (o go Into negarve
territory untit ithit a low
of 4521 on May 10,

Thenext peakwas

4589 on june 21, when
another down c:-,rcIe saw it
bottom at 4245 on July 6.
The market then raded
up to a high of 4581 on
Auigustd and fell to what
at first glance looks like
another lowof 4408 on
Aupnsl 25,

‘There has beenan
upward kick since then,
burbeware of false
dawris.

Technical analysts
draw their trends from
the progreszion of those
highs and lows, LHI on
the graph (lower high, in
technical terms) waswell
below the April peak; and
[H2 and TH3 were lower
again, if only marginally
inthe second case,

Take notice of the fact
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that the lower lows, LL1 |
and 112, arealsoina

downward progression.

Al that combined, says
Brain, puls usina
downward trend, We
need to wait anolher (wo
or three weeks to see
whether the current

T

position is the start.ofa
kick upwards above the
three preyious L1 points
or whether things tum
down and we remnain ina
dovmitrend.

In the meantime,
Brain says, discretion is
the better part of valoun

e

“Toy maximise chances of

_profits, we need o invest

ina company thatis
trending in the same
direction as the index,” he
says. Soiftheindexis
trending down, going
long on stocks will yield
only prief. “The chances

|

ofa trend continuing in
its current direction are
greater than the chances
of the trend ending This
applies to the indexand
to individual stocks."
Hrain says.

This simple dictum is:
oftenignored by long-
term inyestors who gera
hit excited and see only
bargains on the memory
of lastweek or last
months prices.

“Weneedto
remember the stocks that
can gel so cheap thatno
onewants them and they
disappear. Remember
ABC Leamning, HIH,
Bahcock & Brown and
Alleo Finance?” he says.
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