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Time for optimism

The Indian equity market has been in a time-wise correction

mode where the Sensex has slipped slowly over the last

one year from 21108 to 15765. The Sensex has been in a

range for the last one month, forming an ending diagonal

pattern, which has broken on the upside. The trend has

been bearish and the bulls have had a tough time as the

overall correction took a lot of time to complete. So further

from here the Sensex is expected to retrace 50% ie to 18400

(of the entire correction from 21108 to 15765). On the way

up the Sensex will face crucial resistance around the 20

weighted moving average (WMA) and the 40 WMA ie 17401

and 17735 respectively; a key support for the index would

be around 15745.

The Sensex has been stuck in a range for the last several

weeks. It is witnessing a time-wise correction with a double

top formation around the all-time high of 21108. As per the

Elliott wave principle, the Sensex was correcting in a W-X-Y-

X-Z form and has completed wave C of wave Z, which was

the last leg of the entire fall. Overall the Sensex has retraced
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Daily Chart

� The Sensex has formed an ending diagonal

pattern in the last leg of the correction.

� The momentum indicators have given a

positive crossover.

� The Sensex has formed a double bottom

around 15745, which will act as a very crucial

support in the medium term.

� The 20 DMA is placed at 16500, which

remains a key support area in the short

term.
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38.2% ie to 15765 of the rally from 7697 to 21108, which is a

very crucial support going forward in the medium term.

When considering a lower time frame, it is apparent that

the daily lower Bollinger Band checked the fall in the Sensex.

From there the Sensex has started moving up. The daily

momentum indicator has given a bullish crossover. The weekly

momentum indicator has also turned its trajectory up and is

likely to enter into a buy mode at the end of this week.

Strategy:

The overall analysis shows that the bulls are having an upper

hand in the market. In order to benefit from the expected

rally, we recommend getting into long positions on dips ie

near the 20 day moving average (DMA) of 16500 for the

Sensex. This would make the risk reward lucrative with a

downside risk of 15745. On the other hand the targets for

the Sensex are 17735 and 18400, where profits can be

booked progressively.
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Weekly Chart

� The Sensex has support around the lower

end of the parallel channel.

� The momentum indicators have given a

positive crossover.

� The W-X-Y-X-Z corrective pattern is

complete.

� The 20 WMA and the 40 WMA ie 17400 and

17734 respectively are crucial levels to

watch for in the medium term.

Monthly Chart

� The Sensex has support around 15745,

which is the 38.2% retracement level of the

rally from 7697 to 21108.

� The triple bottom around 15745 is likely to

favour the bulls in the medium term.

� The 40 month moving average (MMA) ie

15745 is a key support in the medium term

as it is a multiple support pivot.
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