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Index comparisons reveal how broad stock movements are

INVESTORS wanting o
gef apicture of what the
marketis doing usaally
view indices covering a
large number of stocks,
such as the All Ordinanes
or the S&PLASK 200,
However, this week
Hobert Brain, Australian
Technical Analysts
Asspciation natonal
director, takes a look ar
the S&PIASX 20, which
charts the progress of the
market’s top 20 stocks.
Itis ansefulindex o
compare with others such
as the S&P/ASK 200, Brain
says, tosee whether the
marketis being doven by
the largest stocks or
whether any movement
is more broadly based.
When considering such
comparisons itis well to

remember that the S&F/
ASX 200 reflects the
relative positions of its
composite stocks sothe
top 20 will have a4 stronger
influence on iis direction
than the bottom 20 in the
index; for example;

Mz a resulr, Brain
observes; "most ofthe
time, two major indices
like these tend Lo move
roughly together [rom
week to weekand month
to month”, “Also, anindex
like the XTL (top 20) is an
aggregation of the valucs
of the 20 constituent
stocks. [fwelookata
price chart of each of
these 20 stocks we will
actuslly see some of them
rizing, some of them
falling, and some
remaining fat.
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resistance pointg making
4 lop on November 5
{point 5}, befare falling
away sharply but still
reachinga final “higher
low!” (pointd).

With the market still
below the upper
Tesistance point, the
indications are, Brain
suggesis, that things ara
ata turning point: the
recent short-term
uptrend may have
finished. So, his advice is
to keep an eye in coming
days on both the top 20
and the S&P/ASK 200,
Further weakness could
indicate a downirend for
coming weeks while
upward movement to g
riew high above point 5
on the chargcould
indicate a new uptrend.




