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ON THE PULSE WEEKLY 18th April 2010 
 
 The arguments about the direction of the market heated up last week with a few brokers like me 
starting to get a little bearish. In fact I rang several clients to take some profits off the table to wait 
and see what happens over the next few weeks. 
 
Friday night in the US gave the Bears something to cheer about as the news spread that Goldman 
Sachs has been accused of fraud when it sold mortgage investments without telling buyers the 
securities were developed with input from a client that wanted the securities to fall. 
 
Have we hit the top of the market or is this downturn going to be a Bear trap? I think we are due for 
a correction and the way the market has been over the last couple of years we will more than likely 
over shoot on the downside. 
 
In local market news Peabody came over the top of New Hope Coal with a $16 cash bid for 
Macarthur Coal. 
 
 
PORTFOLIO WRAP: 
 
On the open on Monday 19th April I am going to sell Energy Resources (ERA) after they announced a 
profit downgrade last week. I am also going to take profits in Worley Parsons (WOR). 
 
Action: See above 
 
Portfolio performance to date: 

STOCK CODE $ BOUGHT BUY DATE $ SOLD SOLD    P&L DIV 
Energy Res ERA $20.75 1/2/2010     $17.95 -13.49% $0.25 

Tabcorp TAH $7.12 8/2/2010     $7.29 2.39% $0.30 
Woolworths WOW $25.60 8/2/2010     $27.81 8.63% $0.53 

Telstra TLS $3.35 9/2/2010 $3.15 15/2/10 $3.15 -5.97%   
Worley P WOR $22.30 9/2/2010     $27.24 22.15% $0.36 
Fosters FGL $5.40 16/2/2010     $5.58 3.33% $0.12 
Sonic  SHL $14.06 24/02/2010     $14.69 4.48% $0.24 

Toll Hold TOL $6.95 1/3/2010     $7.55 8.63% $0.12 
            Total 3.77%   

                  
 
 
SMALL CAP WRAP: 
 
The small caps had an interesting week. Cockatoo Coal (COK) and Nwke Platinum (NKP) both 
retreated from their highs. I am waiting for NKPΩs Banking Feasibility Study which is due out any 
minute now. I recommend you buy some if you ŘƻƴΩǘ already own them. 
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Galaxy Resources (GXY) was a big winner during the week after it announced a 100% takeoff 
agreement for its Lithium. 
 
The small cap portfolio is going very well returning over 35% in two months. 
 
I am going to add Arrow Energy (AOE) to the portfolio on Monday morning as I believe that another 
bid will come to the table and they should be valued at $7.00 
 
ACTION: Buy Arrow Energy (AOE) on the open. 
 

STOCK CODE 
$ 

BOUGHT BUY DATE $ SOLD SOLD DATE CURRENT $ P&L 
Discovery Met DML $0.63 1/2/2010     $0.89 41.27% 

Galaxy Res GXY $1.08 8/2/2010     $1.41 30.56% 
Nkwe Plat NKP $0.44 9/2/2010     $0.64 44.32% 

Cockatoo Coal COK $0.39 1/3/2010     $0.49 25.64% 
              35.44% 
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THE XJO: 
 

 
 

THE XJO: 

Last: 4984 (+0.73%) 

With the Dow Jones closing lower on Friday night we should be down on Monday. 

 

I am looking for the XJO to drop through support at 4957 and head towards 4900 quickly. 

 

You can sell the XJO with confidence now and have a 5025 stop loss. 

 

LEVELS: 

RESISTANCE: 5025/5100 

SUPPORT: 4957/4900/4800 

ACTION: Short the market at around 4950 with a stop loss at 5025. 
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THE DOW: 

 

 
 

THE DOW: 

Last: 11019 (+0.84%) 

I am very bearish on the Dow. I believe we will see 10500 in the coming weeks and I want to be 

short.  

I have resistance at 11155 and the level I think the Dow will get to is 10500. 

LEVELS: 

RESISTANCE: 11155* crucial resistance. 

 

SUPPORT: 10844/10800/10500 

ACTION: Short the US30 with a 11155 stop loss. 
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CRUDE: 

 

CRUDE: 

Last: $82.95 (-2.32%) 

I am also bearish Crude and believe it is a sell here at $82.95. I am looking for the $80.00 level and if 

this gets violated then Crude could fall as low as $72.00. 

I am going short on Monday and will put a stop loss on at $87.00. This stop is a fair way away and I 

will determine my trade size accordingly. 

LEVELS: 

 

RESISTANCE: $87.00 

SUPPORT: $80.00/$72.00 

ACTION: Sell first thing on Monday and have a stop loss at $87.00 
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GOLD: 

 

GOLD: 

Last: $1137.3 (-2.05%) 

I ŎŀƴΩǘ get excited about Gold at this stage. I am ultimately a bull but I need to see the signal that 

tells me its set to fly. It can be costly trying to stay long and pick the άcorrectέ time to load up. 

 

I would stay out and wait or if you have to be long go small with wide stops. 

 

LEVELS:  

RESISTANCE: $1169/1200 

SUPPORT: $1100 

ACTION: 5ƻƴΩǘ ōŜ ǎƘƻǊǘ ŀƭǘƘƻǳƎƘ ǘǊȅ ŀƴŘ ǿŀƛǘ ǳƴǘƛƭ ǿŜ ƎŜǘ ŀ ŎƭŜŀǊ ǎƛƎƴŀƭΦ 
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AUD/USD 

 

AUD/USD: 

Last: 92.42 (-1.03%) 

In the short term it appears that the Aussie is due for a breather and head back to 90c however in 

the long term it could easily break the $1 level. 

What to do this week? I would be a careful seller at 92.42c and look for 92c. 

LEVELS:  

RESISTANCE: 93.53c/94.00c 

SUPPORT: 92.00c/90.00c 

ACTION: Sell it here for a short term trade with a 93.53c stop loss. 
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THE VOLATILITY INDEX S&P (VIX) 

 

Source: Yahoo Finance: 

THE VOLATILITY INDEX S&P 500 (VIX) 

LAST: 18.36 (+13.75%) 

The VIX has finally given us a signal that this market has topped out. With a weekly rise of 13.75% 

the volatility in the market has returned. 

You can buy the VIX on /C5ΩǎΤ I would as I think volatility is going to stay for a few weeks yet. 

 

 

 

 

 

 

 


