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Movmg averages are a main signal on the track

TECHNICAL

ANALYSIS
ROD MYER

TECHNICAL analysts have
many teolsat their disposal
to try to establish where a
share price might be going.
This week we Introduce
readers to the moving
EVETREE CONVETEREnCe-
divergence (MACD? line.

Ansmalian Technical
Analysts Association divector
Robert Brain has produced a
chart of mining services
group Monadelphous, which
shows the company has
mare than doubled irs share
price since earfy 2009

Thezop panel of the
graph shones Monadelphous’
share price inblack, s

12-weck exponential moving
average (EMA) in blueand
the 26-week EMAin red. In
the fower panel we find the

MACD graph and theldse res’

dotted line that is1ts signal
line, The signal line is a nine-
week moving average of the
MACD,

Hereswhens [Lgets abit
complicated. The MACL
itselt Is arepresentation of
the difference hetweon the
12 anid 26-week EMA and isa
way of gauging the strength
of the price trend in the
stock. For example, when the
MACD js sround ity centre
horizaontal zeroline, itmeans
hoth moving averages are the
same. When the blue
12-week line is consistently
above the red 26-week line,
the MACD rends upwards.

The chart starts in late
2008, when Monadelphaus

MONADELPHOUS GROUP.
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had fallen sharply and could
have been considered
oversald. The MACD
indicaror crossed abovein
signal linearAl (while well
helow is zero line) in
Innuary 2009 Monadelphous
made higher highs in
February 2009, Then the two
EMAs ¢crossed each otheratl

A3, These are all signals that

indicate the share priceis
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rising strongly from an
oversold situation,
Throughout 200% and
into 2010, a8 the share price
started to full away, the
MACH mdicator drifred
lower. In July 2010, the twin
EMAs of the price crossed
again as the share price 1ook
offand the MACD indicator
crossed its sipnal line at B1.
In recentwesks, the

MACD has approached iis

signal line again at C1. This

{lag=a possibility that the
shire price may be about to
start another uptrend, as it
did ar point B1.

We don't have absolute
certainty on this, Brain says.
Technical analysis simply
llugs probabilities and puts
thi odds in our favour
It atms to ghve usersan
advantage over the buyv-and-
haold investors but isnota
guaraniee,

Muonudelphous hasa
market cap of $1.7 hillion, n
dividend yield of 5.1 per cent
and has delivered
sharcholders returms of
21i4 per cenl over thepast
year, 524 per centannually
over thies yearsand 262 per
centannually over five years,
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