Looming ‘double top’ signals the market may soon turn down

THE sharemarketis
approaching s critical
level as the S&PASK 200
Index heads towards a
high setin January

The ndex is neadng
49551 points, reached on
lanuary 11, If it gets back
to that level, it will forim
what technical analysts
call a "double top™

However, makinga
double top means the
indexiz also pverdue for a
pull-back, says Paul Ash, .

resident of the Victorian
ranch of the Australian

Technical Analysts
Association.

“Ttisa pretty
significant lechnical level

and often will causeall
the people who bought at
thatlevel to say ‘well if it
gets back there, lam
getting our,” Mr Ash said,

“Tfit does break above
this 4955 level then the
markelis a lof stronger
than the charl shows, It
could very well head up
another two or thres
hundred points.”

A double top occurs
when two high points,
within 2 per cent of each
other; are reached. Mr
Ash said he expects the
next top tobe reached
either this week or next.

The two diagonal lines
on the chart show the
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market’s upward channel
for the 10 months from
lastApril to January. But
inJanuary the index
switched to a sideways
channel, with neither the

bulls nor the beats
dominating.

“(n a daily chart, we
have been in a fairly
strofg up mend, butona
weekly chart we have

AR

beenin a sideways
market; on a monthly
chartwe have been
heading up,” Mr Ash said.
“Thatis why there is
conflict, because the

long-term [analysts| can
see the market going up
and they are happy, but
the peaple who'are
looking at weekly charts
are gerting a bit dejected
because the marketis
going sideways.”

Mr Ash said rading
valumes were picking up
but did not indicate any

-strong rends:

“Theexperienced
people know that [the
market] is due for a pull-
back and the other Ecupie
can see itisgetbing back
to.an old high. Whatever
happens; it is going to
resolve itself in the next
week or wo.”




