Stockmarket surfers need to read the waves
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THERE are limes when ilis
useful to look backwards and
see where-you have been.
This applics especially to
technical analysis because

it allows s Lo see whal
happened after wemade our
investment calls.

About a year agp this
column looked at Retail Food
Group, & brand manager and
franchiser, using achart
provided by Rob Shelley, of
theAustralian Technical
Analysts Association and
director of Total Trading
Concepts. REGS three main
brands are Donut King,
Brumby's hakery

and Michel's Patisserie.

Back then we identified
that REG's share price had
rizen 150 per cent in 2009,
forming the first "up wave”
aecording to Elliott Wave
Theory principles. Then, in
2010, the stock traded
sideways to downward,
forming the second “down
wave'. Last year, we posited
that REG might have been
aboul to form the third
upward Elliot Wave paltern
and break through upper
resistance levels of about 3.

Shelley’s latest chart
shows REG had one tryat
that breakoul late in 2010,
then two more in the first
half of 2017 before being
sweept down asthe
sharemarket tide ran out
wilh the re-emergence of the
Buropean debt crisis.

After hittinglowsin

August, the stock bepan to
climb and is now solidly
forming the thivd upward leg
of the Elliott Wave formation.
Significan(ly, during 2011
the stockretraced 38 percent
of gains made between the
2004 and 2012 first-wave
formation according to the
Fibonaccl number series;
which Shelley saysis a signof
strength. Tt did fall below that

38 per cent refracement in
intraday trading bul quickly
hounced back — another
bullish signal. S0 is the fact
that it has made three
attempts to breakthrough
the'$3 upper resistance Jevel
and moved againin recent
times. Ifitbreaks through 53,
Shelley savs, he would then
be selling a target of 34,

REG looksto-have room (o

move up, Itis mading ona
price-earnings ratio of 9.54
compared with 12.4 times for
its market sector Ithasa
healthy dividend yield of

6 per cent compared with

5.1 per cent for the genetal K
miarket. It has a relatively

modest market capitalisation 5

-

of 8287 million and its i
earnings per share are =
predicted to rise from 264 In E__-}h
2001 Lo 28.3¢ in 2012 and \
318 in 2014

In February, the company
announced a 6.7 per cent =
inerease in frst-half profit N

and the acguisition of Pizea
Capers Gourmet Kitchen It
niowhas 1136 franchise

outletsin five countries, [

This:.column is not financial advice.
Thosa wishing to invest should seek
professional counsel and dosome

Romesork.




