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Sensex 18722.30 (0.86%) Nifty 5633.95 (0.95%)

Last week we suggested,”... we expect the markets to range between 5500 to 5700 for some more
time. Only a break below 5500 will be considered as weakness and then Nifty may go down to 5350-
5300 levels. Break below 5540 will give an initial warning that 5500 might be in danger. On the other
hand strength above 5650 can take Nifty to test previous reaction high of 5740...”

As expected 5550-30 again acted as support and despite few efforts to break it, Nifty always bounced
back smartly. Though, it couldn’t break the short term resistance at 5650-60 either.

Weekly chart made a small insider green candle with lows exactly at 38.2% of the rally from 5200 to
5750. Inside candle shows indecisiveness, however, the low indicates strong support at 5550-30 for
short term.

Daily charts made a candlestick pattern called “Morning Star”, which is a bullish reversal pattern if
occurs at important lows. Confirmation comes from the strength above its last candle’s high, which
coincidently is a short term resistance level also i.e. 5650-60.

All this suggests that strength above 5650-60 will open up further upside till 5750. On the other hand,
break below 5550-5530 may witness downside to 5450. However, probability of breaking out 5650 is
very high at this point of time. Short term traders can buy above 5660 for target of 5750 with a stop loss
below 5600. In an unlikely case of breaking below 5530, traders can go short for 5450-60 as first target,
with a stop loss above 5560.

For short term 5650-60 remains a hurdle and 5500 a crucial support. For medium and long term 5750 is
a major hurdle and 5200 a good support. We maintain our view that Nifty is likely to trade in the range
5450 -5750 for some time. Breakout of either side will decide the medium to long term trend for the
markets. However, looking at the double bottom at 5200 and individual stock patterns, chances of the
breakout on the upper side (5750) is higher.

Mid-term Picture-

Technically a break below previous lows of 5200 will confirm a larger and deeper bear trend, and then
4700-4800 levels will be talked about. However, it was argued much earlier (since Nov’10) by us that
we might well be entering a deeper bear market and indeed, last high of 6338 was made on 5" Nov
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2010. Since then we have been witnessing lower highs and lower lows. First it was 6350, then 6150
and then 5900 where Index was resisted before making lower lows of 5700 and 5200.

Nifty Daily chart from Mar’09 till date (Equi-angled lines)
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(Source: www.spidersoftwareindia.com)

It can be observed that Nifty is following equi-angled lines ever since it started to rally from the lows of
Mar’09. Once it breaks the line, Nifty travels towards next equi-angled line. The current line also acted
as a support in Feb 2011 at around 5200 levels, Nifty bounced back and now it has breached the line.
So we may expect the south journey to continue till nifty meets the next line. It can be noticed that
current market action is tested exactly on the equi-angled line which is now acting as a resistance.
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Incidentally the falling trend line which was drawn from joining highs of Nov’10 and Jan’11 is also
placed around current market action. This makes 5750 mark an important resistance level.

Long Term Picture-

Nifty Monthly Chart
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The current up move is considered be a part of C wave of a larger structure which started in
January 2008 (please see the chart above), which is unfolding as A-B-C formation.
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“A” leg started from January highs of 6358 and ended at March 2009 lows. After which B leg started
moving up to test the previous highs again. Since November 2010, C leg has started moving
downwards, which can see much lower levels.

A leg of this formation was a 14 month affair. B leg consumed 20 months and proved its corrective
nature. C leg can take 9-18 months to complete. 7 months of C legs are already completed.

Current rally from 5200 can be labeled as an X wave of this larger C leg and it can move maximum
up to 5750-5950.

Last we argued that, “... Though price wise 5750 has already been achieved, time wise this leg can
consume some more time before its completion. Maximum time allowed for this leg is 20-30 days.
So far 18 days has been completed. Hence, it can consume 10-12 more trading sessions before
completion and can achieve the maximum upside price wise too...”

As expected Nifty remained in a range for the week and increased the time count for X wave to 23
days, still within limits of our maximum time.

Once this X wave is over, we may expect the second and final leg downwards.

For any queries kindly contact - Kuldip Upadhyay e-mail : kuldip@ajcon.net

Disclaimer

This document has been prepared by Ajcon Global Services Ltd and is meant for the recipient for use as intended
and not for circulation. The comments/notes prepared in this document are meant for those who are interested in
the useful applications of Technical Analysis. This document should not be reported or copied or made available
to others. The information contained herein is from the public domain or sources believed to be reliable. While
reasonable care has been taken to ensure that information given is at the time believed to be fair and correct and
opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or
represented that it is accurate or complete and it should not be relied upon as decision such. Ajcon Global, its
directors and employees, will not in any way be responsible for the contents of this report. This is not an offer to
sell or a solicitation to buy any securities. The securities discussed in this report may not be suitable for all
investors. Investors must make their own investment decisions based on their own investment objectives, goals
and financial position and based on their own analysis.
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