TECHNICAL
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SHAREMARKETS arc often
seen as purely a reflection of
the collective sentiment of
investors. This may be s0'on
onelevel, but technical
analysis also sees a version of
the laws of physics havinga
role in market gyrations.
Thisweck, Fobert Brain,
national director of the
| Australian Technical Analysts
Association, lskes alook at
drilling contractor Ausdrill
from the perspective of
| market momentun.
Theattached graph shows
the share price of Ausdrill
over 15 months, a time frame
that has seen the stock as low
as51.61 and as high as $3.94.

Underneath the share-
price graph Brain has added
the 14-day momentum
indicator, the solid blue line,
which indicates the zize of
the change in the share price
over the previons 14 days.

The horizontél line on the
momentum chart is the
referemice line, et at 100,
which simply provides a
measure of the momentum
line movement: The dotted
bilue ling is the moving
average of monmenum,
which evens out the
gyrations on the momentim
chartand gives alonger-term
view of where things are
heading.

In fuly 2010, point A on
the chart, the momentim
line crossed above the
moving average line,

“indicating that the share

price was moving up at an
increasing rate. Both lines
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soonmoved above the
horieontal reference line, a
further indication of
strength. That could have
acted as a useful buy
indicator for investors as the
share price doubled overthe
next 34 weeks,

Garlyin 2011 the
momentum line and its
moving average began o fall
away, with the momentum
line falling helow the moving
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average. This meant that the
stack price, while still strong,
was moving less guickly and
buying support was waning.
East April Ausdrill's stock
price peaked at$3.94 and fell
24 per cent as the price
followed the momenium
chart downwards,

Therrin August, as
sharemarkels were shaken by
global economic fears,
something interesting

Ausdrill shows momentum for share rally

happened. At point Bon the
chart, the momentum lins
again crossed through its
moving average, indicating.
higger upward movements in
the share price. This, says
Brain, is an indicator “that
the share price mighi be
about to rally™ But “these
signals are not 100 per cent
guaranteed”. Marketscan

‘issue what turnout to he

talse signals and volatiity is
high at thie moment.
Aunsdrill has a market
capitalisation of $1 billion
and has retumed
shareholders a handy
61.9 pet centin the past year
and 57.9 per cenl g yearfor
the past decade,

This column s not to be considered
investment advice and thase
wanting to- invest should seek
professional counsel.
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