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‘Divergence’ on BHP chart suggests more gains on the way

THE fate of BHP Billiton's
share priceis in the hands
of several powerful forces
—the funure of the
Chinese economy, the
outlook for emissions
trading, the regulatory
spillover nfthe Gulf of
Mexiconil disaster and
the final shape of Kevin
Rudd’s resource rent tax
plan.

To this potent mix
lechnical analyst Rob
Shelley, a consultant with
CFTe anda standing
member of Australian
Technical Analysts
Azsorizion, adds one
more: the interaction of
the shzre price graph and
a measure of momentum
knowm as the relarive

strength index. The RSI
measures the rate of
change in price daily.
When it falls below the

30 percentline (see
graph), it indicates the
stockis oversold; above
70 dtindicates the stock is
overbought,

BHP reached the (op
point onitsrecentroller
coaster journey in April
when it made a'high of
$44.93 Then,when the
market dived following
the re-emergence of the
debr crisis in Europe, it
plunged 1o a six-monthly
low of 535.58 in May.
Then followed a brief
run-up thar ended with-a
plunge back to $36.38 two

| weeksago. Since then il

BHP Bil.l.lTlJH

has moved backupona
steep trajectory to close
just below 540 yesterday.
According to the RSI

analysis, BITP was over-
boughrwhen it reached
its April high and when It
teactied bothits April and
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| May lows itwas aversold.

| Critically, the Maylow
was higher than the April
low; setting the RSI graph
on 4 strong upward
trajectory (seeline under
thelower graph). The RSI

indicator remained in this
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upward trajectory while
BHP' share price
declined recently becanse
the daily share price was
declining by ever-
dccreasm%'lmuun;s.
MNow; Mr Shelley says, the
chart is sugpesting BHP

may have reached a
techmical low:

BHP's chartis nowin
what technical analysts
call "divergence” —a
pedod when the RSL and
the stock price move in
opposite directions. At
presentthis phenomenon
is particularly sirong,
rated ds “class-A diver-
gence”, The strength of
this divergence is, Mr
Shelley says, a sign of
potential future strength
for BHP Az a result, the

| upturn inthe stock price

| sinceThursday could be

|
| thing bigger in the near

| term, the chart indicates,

the beginning of sume-

The reporter owns BHP shares,




