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Long-term view can help define market trends

TECHNICAL

ANALYSIS
ROD MYER

WE'VE looked at the short
and medium-term rends on
the Australian stock
exchange butfor a more
vomplete picture of the
trendsitisalso good o take a
long-term view.

Mark Uimansky; a
counsellor with the non-
profit organisation the
Australian Technical Analysts
Association, says “the long-
term trendis your [riend
[and thus determines
whethér vou take lang or
shorl positions in the
market] while the medium
and short-ferm Lrends are
mechamisms used for timing

of entries and exits”,
Thisweeks charlisa
snapshot of the All
Ordinaries Index back to
1979, It shows the marketin a
clear upward rising trend

hetween December 1979 and.

December 2004, 1L then
spiked dramatically upwards
to thehistorical highs oflate
2007. Then came the global
financial crisis and the
market broke back down,
Interestingly, the
downward comrection after
the GFC putthe All
Ordinaries back in the trend
channel of 20 years, just
above the Tising lower
botmdary of the channel.
The low point at A on the
chart was just above the
501 per cent retracement level
on the Fibonacel number
series, alevel that gives
technical analysts some

ALL ORDINARIES

confidence a hottom has
been reached.

Although investors have
experienced 4 wild ridesince
December 2008; the ABC
formation on the chart gives
some confidence o technical
analysts, Tmansky savs it
could beseen as a brief
Ellintt Wave formation — the
fall from the peak to the low
point at A, moving higher
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again to point B, then
refurning to alow pointal G,
Another positive sign is that
the second low (point Clis
above the origingl (point Al
That ABC patternis
traditionally seen as a
-cortection in a rising market
that leaves the market poised
for furthereisas,

The retuim 1o A ESINE
trend will be indicated when

the matket breaks through
puint B, Umansky says. That
could see the All Ords hmtl
backto its 2007 highs and
beyond, resultingina
permaneny hreakout from
the long-term up frend.

1f the long-term trend is
up, investors should be buying
inwhen “bullish reversal
sigrmls” appear on downwand-

trending medium or short-
term charts, Such reversals are
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. theupturns at point A and C. —~

Umansky wams that if the {
market falls helow point Cwe 8)
could be in for a promacted e
fall Tnvestors shouldlookfor
bearish reversal lrends in

=

short and medium-term

charts T get out.

This colimn i not financial advice. . 9%
Would-be investors should ssek S
professional counsel.
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