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The week past and expected
The Sensex and Nifty are displaying the likely formation of 'ascending triangle'.
All characteristics point toward this eventuality. It requires at least two
reactionary tops, which clearly exist on the Sensex daily chart at 14050 (Nifty
4050). At least two reaction lows are required to form the 'lower ascending trend
line'. These reaction lows should be successively higher and there should be
some distance between the lows, which is also clearly visible on both indices
at 12800 and 13300 (3655 and 3855 for the Nifty).

The length of the pattern can range for a few weeks. In the above case, the
market has spent nearly six weeks to complete it. A basic tenet of technical
analysis is that resistance (14050/4050) turns into support and vice-versa. When
the horizontal resistance line of the ascending triangle is broken, it turns into
support. Sometimes there will be a return to this support level before the move
begins in earnest. Finally, once the breakout occurs, the price projection is found
by measuring the widest distance of the pattern and applying it to the resistance
breakout that comes to 15250 for the Sensex and 4450 for the Nifty.

Based on the above observation, it is clear that if the indices hold the levels
of 14000/4000 on a closing basis we may even see the levels of 15250/4450
in the coming few weeks. However, as it is clearly visible, it will turn everyone
in the market bullish. This may result in a total overbought scenario at the
measured target levels (15250 and 4450).
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We recommend that our clients ride the rally aggressively. However, they should do
this with very few stocks in hand instead of collecting a number of stocks. Any decline
till it reaches these levels would be an opportunity to collect index-based stocks in
advance with the short-term to medium-term view in mind.

Our top picks for the coming few weeks will be: GMR Infrastructure, IVRCL
Infrastructure, HDFC, ITC, Tata Motors, India Cements, Century Textiles, Punj Lloyd,
SBI, JSWL, NDTV and Ansal Infrastructure.

Mid Cap top picks: Kernex Micro, Paramount Communications, Patni Computers and
Engineers India.


