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MANY investors will be feel-
ing shell-shocked from the
sharemarket gyrations and
troublinginiernational
economicnews of recent
weeks. Bt rather than give in
tounbridied panic; veteran
Melbourne stockbroking
chartist Josef Rudzyn has
produced achart that will
help nervous investors look
at the simation ohjecavely
Budsmym looks back to the
market’s recovery from the
lowsof the global financial
erisisin March 2009 and
demonstrates the market’s
move to the "megaphone
pattern’” {(the twowidening

blacklines on the chart) that
took hold in abowt August
2008 and finished in May Last
vear, with the S&PIASK 200
Indexfalling though the
bottom of that pattern.
Normally that downside
break on the mepaphone
wiold be a bearish signal
bt s the chart demon-
strates, the market moved
into & “recovery channel”,

That pattern bagan to
falter in March, when the
market fell to the botiom of
that rising channel. It then
climbed, only to pull back
whenmn it reached itz February
high of about 4970 points.
This formed a "double top”, a2
bearish signal.

A decidedly bearishphase
took hold at point B, when
the market closed below the
botiom of the recovery
channel ar about 470040
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the week ending May 27.
Aswell, the "exponential
moving averages” have per-
formed a “bearish crossover”.
The five-week line has fallen
throuph the 13-week line and
bothlines are now falling:
Thisindicates ro chart-
oriented observers that the
downlurnhasfurther (o rin.
Oftenvafter a breakdown
such as witnessed with the

breaching of the recovery
channel, markels recover
slightly as investors take the
view that things are “over-
sold”. This happened in
recent weeks, with the
market bouncing back well
above 4600, Butlast week’s
gloom saw the market off
about 200 points, or 4 per
cent. That decline provided
confirmation of the bearish

signal issued when the index
broke below the "neckline”

‘(botiom parallel linej of the

“double top”. The marketis
now projected to continue
falling to about 4250 points.

That fignire is anaverage
of possible downward targels
worked out onthe assump-
tion that the downside of the
market from the neckline of
the double top will be of the
same size g5 the journey
from the peak of the “double
top” backto the neckline.

Conformation of the slide
will result if the market closes
the week below 4485, the low
reached hefore the most
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Those wishing to invest
should seek professional
counsel and do some
homework.
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