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Cracks begin to appear in buoyant US market i
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INVESTORS have been
recently asking how sirong
the uptrend in the 115
sharemarket is and will the
Australian marker match its
performance?

The All Ordinaries Index
is down 12 percent on the
highs it resched a year ago
and i onlyup 7 percent on
last Decemher’s nadir, The
S&P 500, the broad TS
market index, has risen
23 per cent since December
tvrecent hishs —and 15 5till
up 19 per centand has
hettered last years highis

While some cconomic
dara outofthe UUS points to
vecovery, Alan Clement, a

memberof the Australian
Technical Analysts
Association, says the vutlook
for the'US sharemarket may.
not be good.

Clement comes o his
conclusion by looking af the
price of the S&P 500 and its
underlying volume trend.
“Tt's one ol the tenets of
lechnical analysis,” Clement
says, "that for a trend to
continue in a given direction,
the volume of the insfrument
traded should irend in the
sarne direction as the price.”

If that’s notthe case, then
the price trend will tend to
Tun out of stean and 2
change of direction will
enste, with the price falling
towards the volume price
teend (VPT) . The VPT is
wiorked out by nultiplying
the daily volume by the daily
percentage chanye in price
and plotling an index with
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that information. The graph
shows how accuirate thal
teriet has been for the TS
market since 2010, During
the second half of 2010 there
was a strongupward trend
on the 58P 500 backed bya
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fsein the VET. Then in the
first half of 2011 the market
traded prefy much sideways
inwhat some thoushtwas a
consolidativn phase of the

vains made the previous half,

But alook atthevolume

side was-disturbing, The VPT
was frending lower,

indicatingsellers were

winningout overbuyers. ln. =
Aungust the market started o
fall. The 1S market
bottomed in CGcmober:

The recent US tally
pushed the S&P 500 above its
2011 highs: But the VPT has
managedonlyaweak
sideways pattertl. This
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indicates the buying in this
baall riin hias been lacklusire
and that will likely weaken —
the m=ily, Clement says. “-—'

Fallsin the pastweek o
somay indicate cracks are
appearing Unless thereis an
liftinvelumes, the marker
may give up recent gains or
consolidate meditm term.
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This colEmn s not ivestment
advice. Those wanting to invest
shotld seek professional counzel
and-dosome homework.



