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About this presentation
= Includes references to:

* big falls in share prices
+ insider selling! (we can see this)

« blue chips can disappoint?
+ introduction to exit strategies

« Presented to U3A Manningham, Feb 2017

N — T#

- Intreduction
e

Investing challenges continue
* |t was easy to make money in the markets,
especially during the bull market 2003-2007

* The long-term buy-and-hold approach o
investing WAS working, but not any more

= But successful investing has not been easy
since the infamous GFC (2008+)

= The equity markets are very challenging
for regular investors

= Investing for either income, or capital growth,
has been challenging.
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Today's Agenda
1. The dangers of holding on to falling stocks

(including many examples)
. The risk of capital loss

. Even blue chips are notimmune

. How prevalent is this problem?
. Some methods to guard against this
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(exit stralegies)
6. Some of the stocks | am walching now.
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About... Robert Brain

Nimble Short term Investor

consultant, educator and part-time*® share trader
web-based sharemarkel-support business

®  Many yean sxpsrancs ® Engineenng Degres
N {rucend thinking with an
cordernnes Mcimor (Soouls) e for charts and disgrams)
& Shams Markat - sctve 15+ yanry’ & X+ years - prodesscnal axpanence
[whoraty @il Ersi) 'ﬂ\/ {IT and ranagamani)
® Charislm technical snstyat  (WATAAL & 4o AFS liconse!
TATAA member and national deeciod) (Can't givo advice)
® Proeade support and hution 8 BullCharts softwars
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Important Notice — No Advice!
* This presentation does not include any advice.

* For proper advice, your personal financial
situation needs to be considered.

» This presentation is pure education, @
only for your general awareness.

» There are no recommendations to take any
action, or to invest any money in any way.

= Always consult a properly licensed advisor
before making investment decisions.
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Important Notice
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Questions?
* Please ask questions.
« Lel's discuss details,

= Any price charts prepared
with BullCharts software.

Ewvary charf tells @ sfory.

I pays fo undersiand the stories in the charls.

e
a®M wwwbulicharts comau

BullCharts o
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- Helding onto falling stocks??
=

Should we
hold onto
falling stocks?
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-, Holding onto falling stocks??
>

The stock market rises over time?

The stock market
rises over the long term.

Doesn't it?

So it's safe to
buy and hold?

-, Holding onto falling stocks??
>

The market in the last 10 years
+ The index performance since 2007.

+ This will be representative of some stocks,
but NOT representative of many stocks.

-, Holding onto falling stocks??
>

Some significant price failures

Some people won't need reminding about
some of the big (recent) share price failures:

1. BHP Billiton

2. Aconex (ACX)
3. Bellamy's (BAL)
4. (plus others)

= —————— #
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- _‘ ! Holding onto falling stocks??

Some people know in advance
Article in AFR 4 February 2017:

‘Banner year' for insider selling
as directors dodge corporate disasters

“As six of Australia’s worst-performing ksied companies

Iost $11 billion in value in just six months,

well-timed sales by “insiders” helped them avoid

the sharp falls that followed profit warnings, downgrades

and other corpotate disastors.

Significant insider selling was evident at the four worst-performing
companies in the S&PASX 200 over six months and

four out of the 10 worst-performing stocks in the SEPVASK 100
index over that period, as directors and management

ware spared losses by the good timing of their sales.”
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- _‘ ! Holding onto falling stocks??

Some samples
That news article referred to:
* Aconex Limited (ACX)
* Sirtex Medical Limited (SRX)
* Bellamy's Australia Limited (BAL)
«Vocus Group Limited (VOC)
* Healthscope Limited (HSO)

* Brambles Limited (BXB)
Let's look at the details: .../
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Holding onto falling stocks??
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= .-__-"-'-1 Holding onto falling stocks??

Aconex (ACX)
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ACX + volume

Note the increased ﬁ“-hu ™
volumes ¥ 1

while the
index falls.
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= .-__-"-'-1 Holding onto falling stocks??

Change in holdings notices
Some of these are share acquisitions,

and some [Fe=_ —
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Holding onto falling stocks??
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Holding onto falling stocks??
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Holding onto falling stocks??
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These are not the only ones

In addition to the stocks shown

on the previous slides

there are many more examples over time
Including blue chip® stocks!!

How do the blue chips really fare?

*BTW — what is the definition
of “blue chip™?
- TEF
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= :-"-'-1 Holding onto falling stocks??

BHP was cheap in 2012!

§ M In 2012,
”' BHP was cheap
j at about $30
Could it get any cheaper?
iF T L S [

= :-"-'-1 Holding onto falling stocks??

BHP was cheap!

No capital gmﬁurth 3
from 2012 to 2014; but:.:. ,

[41 [iE] 1l L [
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= :-"-'-1 Holding onto falling stocks??

BHP got cheaper in 2015!

In 2014, fell from $35 to
as low as $15in 2016!! -

Did yiou hear anyone say: é”"ﬂ

"buy mare, it's cheap!”

[33 i 1 i [i
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= .-__-"-'-1 Holding onto falling stocks??

The chartist's view

L

tiny up trends

" Downtrend means .
“getting cheaper” T

BHP is now back up to about 327
| L (20 Feb 2017)
1
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Holding onto falling stocks??
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Holding onto falling stocks??

Holding onto falling stocks??
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1 =3 Holding onto falling stocks??
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b :-"'-*. Holding onto falling stocks??

Conclusion?

Over time, share prices can fall,
even “collapse”

And even so-called “blue chips”

Often there is a warning in the charts.

e
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b Holding onto falling stocks??
>

Action plan?

What do we think about that?

Should we guard against
a (significant) capital loss?

If 50, how?
Any suggestions?

- Using the charts
2

Stories in the price charts

Don't forget that the price charts
can give us a good warning

Provided we know what to look for,
and
provided we actually go looking.

Evary char telis 8 sfory.

It pays to understand the sfories in the chars.

- Using the charts
2

Key belief

The opinions and emotions
of market participants
are summarised
in the price charts.

Every chart tells a story.

It pays to understand ﬂ
the stories in the charts.

ke
s ——— =
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- _‘1 Using the charts

Dont believe it? — Study this chart

\

“The opinfons and
emotions of market
participan(s are
summarised in the
price charts.”

Mote the price swings.
Why do they happen?

(see larger versio
an next slide)
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- ‘ . Using the charts

The White Candle

W

. Up day —
opans bow, closes high.
« Candle body is the
difference between open
and close.

« Upper tail (wick) goes up
to the High of the period

« Lower tall goes down
to the Low of the period.

« Can apply to: day, week,
manth, hour, etc.

= High
price

Opening

Price Closing

- Low
price
White Candle

=
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- _'f Using the charts
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Perceived stock valuation

Mote the price swings.

Why do they happen?

It's the collective
opinions of investors

regarding the
“inherent vailie” lI|||I|||||||..||| |||||| |I|||HH|IJ
of the stock. pJoct e [ .‘.".' s [uise [ae Ty [

—— ]

= ‘: Using the charts
!

Support and Resistance

The collective
opinions of investors IR Worile SN0 I WS AL
result in levels of T 1 S Tﬁ'«
Support and i
Resistance
on the chart, "Ti e e

\||!II||I||‘..1||||[||li|||nin||l|

See the daily char for more detail
on fhe naxt slide .

T
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Using the charts
Resistance P
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- Using the charts
%

Important principles — Trends
» Definition of an “up trend":-
series of Higher Peaks and Higher Troughs
» Dow Theory says:
‘a trend is a trend is a trend, until it is over”
» Atrend (either up or down) is likely to continue

until it is confirmed to have finished
{due to investor psychology and the weight of opinions)

= “The trend is your friend”.

Evary char telis 8 sfory.

It pays to understand the sfories in the chars.

S — . W -

- Using the charts
=

Trends and MA

» The Moving Average (MA) can be used
to identify a “rising" share price

= This is not strictly a definition of “trend”,
but it is useful

* In an uptrend — |
the price is
above the MA

- Using the charts
=

Trends and MA

= If the price falls below the MA —= bearish.
This might be a “sell” signal.

Larger version on mead slide

—— . acg
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The stories in the charts

-, Using the charts
|

Three sample exit strategies
= Price below the trend line
* Wilson ATR Trailing Stop indicator
* Parabalic SAR

samples follow .../

-, Using the charts
|

Price below trend line

HF = Higher Peak
HT = Higher Trough

“Trenad bne i
ursder the
PiE BT

(c) Copyright February 2017, Robert B Brain

17



The Perils of Long Term Investing

.l

-, Using the charts
|

Wilson ATR Trailing Stop indicator
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- Using the charts

Parabolic SAR
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- Using the charts

Exit strategies
= It is very useful (and important) to consider
using an exit strategy to:
- Protect capital from downside
- Capture and lock in profits

* There are many different approaches
lo choose from

= See an overview here:
hittp:tfveww robedbrain comishare-markeliexd-giralegies himl

* Also a past DI‘ESEHIEHUH:
hitpuifvrear. roberibemin, com'members-arsapreseniaticns, imie2015-11

W'-?!;
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- Using the charts
%

Risk Management (v.important)

» Keep position size down to a reasonable
percentage of your investment capital

* Monitor positions periodically

» Have a good exit strategy in place

= Even a simple Stop Loss is better than nothing
» |f an exit looks appropriale, then take it

The first loss is the best loss!

e e i b . #

- Using the charts
=

Using the charts
(Stock picks*?)

*NOTE: The following is NOT a
recommendation to participate
in the markets,
nor is it advice of any sort.
This is general information
for education only.

M — . #

- Using the charts
=

Some stocks | am “watching’

L, Dty £ 6000 (- 19 e L

CSL Limited

(c) Copyright February 2017, Robert B Brain
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b Using the charts
-

Robert's Weekly Watch List

» The stocks shown on the previous slides are
currently on Robert's Weekly Watch List (WWL)
lable.

= The WWL is updated each Friday night and

available to Premium Share Market Toolbox
subscribers on Saturday maorning.

* The WWL lists stocks in an uptrend, and sorted
using technical analysis chart indicator criteria.

b Using the charts
2

More about the indicators

= The discussion about the chart indicators with
the previous slides is very light on for detail.

= Similar discussions and more samples were
included in the presentation for U3A entitled
“Medium Term Investing in Today's Awkward
Markets” in June 2016 — see the presentation
slides in the Share Market Toolbox:-

it e robreribein, comimembers-arsalpresentabons. himes 30 1600

= Search for more details about technical analysis
chart indicators.

- Summary & Wrap up
-ﬁ

Perils of long term holding

Long term buy and hold
can risk capital loss.

It can pay to adopt a wise
exit strategy approach.

Every chart tolls a story.

It pays o understand the siories in the chars,

(c) Copyright February 2017, Robert B Brain
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- Summary & Wrap up
-‘.}'

BTW

= | send occasional email
to interested people
* My Share Market Toolbox web site:

- Toolbox Members receive weekly email with
(charts) analysis of ocur market

- And there's lots more (stop loss, rends, elc...)
= Register for free and not miss out.

« Send me an email request:
robert@robertbrain.com

FE— -

- Summary & Wrap up
-‘.}'

Don't forget my Toolbox .

« Brainy's Share Market Toolbox “fy_:fif?j;:i
»  www.robertbrain.com |f -
+  Lopads of eBook (PFDF) Articles S 1 ,-ﬁ?
« Info: share market, charting, BullCharts
«  Weekly Market Updates and Waich List
+  monthly e-Newsletters

» Good software — BullCharts

www. robertbrain, com/bullcharts/

* My contact details:
web site above, or phone; 0438 355 910 -

e — —

- Summary & Wrap up
-‘.}'

ATAA — networking, etc.
For totally unbiased and broad support:

Australian

/I\/' Technical Analysts
illaTaa Association

« Eight locations around Australia
= Monthly meetings
* Lots of resources — www.alaa.com.au

FE— _—
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W Summary & Wrap up
,_-;

Q&A?

Any
questions?

W Summary & Wrap up
,_-;

THE END

See free stuff here:
www.robertbrain.com/free

Thank you,

www.robertbrain.com

or phone: 0438 355 910

(c) Copyright February 2017, Robert B Brain
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