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Woodside's plunge carries risk of recession
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WODDSIDE is one of
Australia’s premier energy
companies, OWnRing massive
offshore regources in oil and
gas. It piomesred Western
Ausrralias North-West Shelf
project and is now,
somewliat controversially,
planning a$325 billion
Kimberley gas project, with a
processing huly at Jaimes
Price Point north of Broome,
Despite recent high ofl
prices and the existence of
massive long-tenn export gas
contracts with Chinaand
elsewhere, Woodsides share
price has experienced some
dramatic fluctuarions, as
demoristrated by the

attached char produced by
Paul Ash, Victorian president
of the Australian Technical
Analysts Association,

In May 2008 it reached a
highyof $69.92. Six months
later, it plunged to $26.59,
the low line on the chart.
[The chart does niot fall quite
to this level as itis aweekly
chart and the low point was
inter-week ) About ayearon
it climbied back to 55387 —
about 62 per cent of the
previous highusing $26.59 as
the boltom of its range,

Since early 2010 Wood-
side has been range-trading
between 54030 and $28 5.
The top level of that range
[the top parallel line'on the
chart} represents about the
S0pericent point of the
chart’s overall high andlew:

In nid-July this vear
Woodside broke ut of this
trading range o the

WOODSIDE PETROLEUM
HEEKEY PRICE CHART
700

0o

2000 JuNE 2007

downside and it settled on
Priday, Tuly 29, at $39.65. By
last Priday it had fallen to
$34.55. This breakoul {o the
lovwrside, Ash says, “indicates
aweak future for Woodside's
price going forward”.

The breakout, he says,
wis nol entitcly unexpected
because e price has heen
trading in the low half of its
range for much of 2010 and
into 2011 despite the oil price
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gradually rising since early
2004, Inthe early part of this
vear Woodside's price rose
towards the top of its range

Butearly in May criide oil
fellin price by about SUS18 a
barrel and Woodside's price
dropped from the upper
band of the range through
the lower support line,

In such fallsitis not
uncommon for stocks to
hounce and retest that

support tevel ($40.30). But
Ash says this seams unlikely
There isa downirend in place
confirmed by the 30-week:
moving average (red ling)
tirning down and the share
price fallingwell down
through that 30-week
moving-average line,

Mow he sees a possible
downside target of just under
%27, about the level of the
November 2008 low on the
chiart, “Thislevel is very
important because, if the
price can't [irid support here,
the future of the energy
stocks is not good and we
could be facing 8 commodity
recession,” he says.

This colummn doss not constinte
Investrment advice, Those wanting
to enter the market should seek
professional counsel and do some
homework.
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