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Global:
# The S&P 500 gained 2.5% this week, as the market was enthused by progressing U.S-China

trade talks, Congress averting another government shutdown, and the Federal Reserve maintaining its dovish-minded stance.
The Dow Jones Industrial Average gained 3.1%, the Nasdaq Composite gained 2.4%%, and
the Russell 2000 gained 4.2%.
10 of the 11 S&P 500 sectors finished higher this week with energy (+4.8%), industrials
(+3.5%), and materials (+3.4%) leading the advance. Conversely, the utilities sector (-0.3%)
was the lone group to finish with a loss this week.
The U.S. and China concluded a week-long round of trade negotiations this week, although
structural issues -- forced technology transfers, enforcement oversight, and China subsidizing
domestic industries -- were unresolved. Mid-level talks will continue next week in Washington
while President Trump considers a possible 60-day extension to the March 1 deadline.
Also on Capitol Hill, President Trump signed a bipartisan funding resolution to avoid another
government shutdown, although the $1.375 billion allotted for border security fell short of
the $5.7 billion that was requested. As a result, President Trump declared a national
emergency,
Retail sales for December declined 1.2% the market's biggest monthly decline in nearly 10
years.
U.S. Treasuries retreated this week, driving yields higher in a curve-flattening trade. The 2-yr
yield increased eight basis points to 2.52%, and the 10-yr yield increased four basis points to
2.67%. The U.S. Dollar Index gained 0.3% to 96.90. WTI crude rose 5.4% to $55.56/bbl.
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Stock Picks

#
CPM (Rs) Target(Rs)

Company Name

Strides Pharma Science Ltd. 402

530

Suven Life Sciences Ltd.

220

260

South Indian bank Ltd.

12.95

17.4

#
#

Source: Geojit Financial Services
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Started Week

# In the week ended Friday, 15 February 2019, the Sensex fell 737.53 points or 2.02% to settle at

-

14.53 13.39
20.76 20.03

#

#

UAE Round Up
UAE solar firm Yellow Door Energy secures $65m
investments.
Dubai hotel rates squeezed as supply expands
ahead of Expo 2020.
Careem unveils first Emirati drivers in Abu Dhabi
Ride-hailing app says it has appointed 14 Emirati
Captains with another 30 set to join shortly.
The UAE jumped to No.5 for global connectedness and became one of the world's most
connected countries as globalisation hits record
high, according to the DHL Global Connectedness Index.
The Health Price Index in Abu Dhabi rose to
103.1 per cent in the fourth quarter of 2018

#

#

35,808.95. The Nifty 50 index fell 219.20 points or 2% to settle at 10,724.40.
The BSE Mid-Cap index fell 388.27 points or 2.71% to settle at 13,940.54. The BSE Small-Cap index
fell 403.94 points or 2.96% to settle at 13,252.81.
Trading for the week began on a negative note. Key equity indices declined on Monday, 11 February 2019, due to selling pressure in index pivotals. Investors worried over global uncertainties
amid lingering fears over US-China trade talks and global growth. The Sensex fell 151.45 points or
0.41% to settle at 36,395.03, its lowest closing level since 31 January 2019
On the macro front, India's industrial production (base year 2011-12=100) increased at improved
pace of 2.4% in December 2018, compared with 0.3% growth recorded in November 2018. The
industrial production growth for November 2018 has been revised downwards from 0.5%
increase reported provisionally. The data was released by government after market hours on 12
February 2019.
The all-India general CPI inflation eased to 2.05% in January 2019 (new base 2012=100),
compared with 2.11% in December 2018. The corresponding provisional inflation rate for rural
area was 1.29% and urban area 2.91% in January 2019 as against 1.50% and 2.91% in December
2018. The core CPI inflation eased to 5.36% in January 2019 compared with 5.66% in December
2018. The data was released by government after market hours on 12 February 2019.
India's wholesale price inflation (WPI) cooled to 2.76% in January from 3.8% in December, data
released on Thursday showed. It was 3.02% in January last year.
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The nature of
stock market
moves

“Hundreds of theories have been advanced concerning the ups and downs of
business, the so-called business cycle: variation in the money supply, inventory
over-balance and under-balance, changes in world trade due to political edict,
consumer attitude, capital expenditure, even sunspots and juxtapositions of the
planets. Pigou, the English economist, reduced it to the human equation. The
upward and downward swings of business, are caused by excesses of human optimism followed by excesses of pessimism. The pendulum swings too far one way

and there is glut; it swings too far the other way and there is scarcity. An excess in one
direction breeds an excess in the other, and so on and so on, a diastole and systole in
never-ending succession.” Charles J Collins wrote this in 1978 in his foreword to the
famous book from Frost & Prechter’s on Elliot wave principle. Forty years since this was
published, the theory is still very much in demand.
By: Mr. Anand James, Geojit Research Desk

However, Elliott Wave (EW) theory is different from other
approaches of stock market analyses which rely on empirical, pictorial or statistical studies. The EW analysis is mathematical in application, but mastering it requires the
proponent to be willing to see those numbers or market
moves with a human behaviour filter.
The extensive period of time that is required to master the
theory and the time intensive nature of the analysis, all but
ensures that few would be committed long enough to
arrive at credible results. Glenn Neely who went on to
propose Neely extensions to EW in an effort to simplify the
application of EW theory was of the view that frequent
indeterminacy was a major problem. He wrote: “The price
or time termination area of a trend is not predictable, with
a high degree of confidence, until an Elliott Wave pattern
is on the verge of completion. Sometimes, confidence is
not obtainable until after a pattern has completed. This
fact keeps most of the public suspicious about the Theory.
As the market approaches the end of a move, the pattern
in progress begins to become clear. As it moves away from
the identified turning point of a previous pattern and
moves toward the middle of a new pattern, the number of
possible patterns in progress again increases. This is the
reason experienced Elliott analysts can disagree on the
position of a market during certain time periods: each is
choosing what he or she considers to be the best scenario
of the interpretations possible.”
What is behind Elliott wave theory?
It is easier to understand this by looking at what is measured and how it is measured, in EW theory.
The what:
Though commonly touted as a forecasting tool, EW theory
is essentially a detailed description of how markets
behave. To understand this, we need to look at how our
mind is conditioned. Normally, we believe in the linear
causality of the events. We attempt to understand events
by attaching a cause and effect to them. Each event of
today, is therefore a product of yesterday’s event. There is
nothing wrong with this approach, and it certainly helps
us in our daily transactions, be it between people or
businesses. But it is elementary at best, and, complex
events deserve a better way of explaining. In the case of
stock market, investors are at times confused as to why
certain events do not result in resultant price move, or that
some price moves do not happen at a time they thought
they would. This is where the wave principle steps in.
Waves have been important to man in his scientific
pursuit; in understanding the physics of nature. It is an
integral part in our efforts to understand acoustics, optics,

quantum mechanics, electromagnetic fields, curvature of
space time, etc. Hence it is not surprising that the versatile
wave concept has been used to explain stock market
moves. EW theory sees the patterns of directional movement in markets, as waves; three impulse moves that are
in the direction of the major move, and two in between,
which are counter trend, and moves in the opposite direction of the major move. This 5 wave pattern is to be
followed by a 3 wave corrective move. So, that explains
the what.
The how:
One of the questions posed in the famous Book of Calculus – Liber Abacci, by Leonardo Fibonacci goes thus:
“How many pairs of rabbits placed in an enclosed area can
be produced in a single year from one pair of rabbits if
each pair gives birth to a new pair each month starting
with the second month.”
The answer to this question has given us the Fibonacci
sequence. In one year, the Rabbit family had 144 pairs,
progressing every month as 1, 1, 2, 3, 5, 8, 13, 21, 34, 55, 89,
144. The number of pairs is 1 at the start of first and second
month, but by the third month the first pair produces,
giving; so we have 1, 1 and 2. Younger pair does not
reproduce in the next month, because it isn’t two months
for them, but the older pair reproduces, taking the total to
3. So the sequence goes on as 1, 1, 2, 3 and so on. This
sequence can also be progressed by adding the last two
numbers to the get the next number in the sequence.
Further, the ratio of these numbers give a whole lot of
fractions, one of which approaches the irrational number
phi or 0.618034, the golden ratio , and many more which
are significant in the real world applications, but any
further discussion on them is beyond the ambit of this
article. Elliott was the first to relate this sequence to the
market moves, having found that the number of Dow
Jones Industrial Average index points between 1921 and
1026 stretching from the first through the third waves was
61.8 % retracement of the number of points in the fifth
wave from 1926 to 1928. More evidences of the golden
ratio and its derivatives embellished the usefulness of the
EW theory with time, leading to widespread use and
advancement in the theory.
Under the wave principle, every market decision is both
produced by meaningful information and produces meaningful information. This feedback loop is governed by man’s
social nature, and since he has such a nature, the process
generates forms. As the forms are repetitive, they have
predictive value. This feedback concept sits perfectly well
with Fibonacci sequence, which displays a sustained

relationship with the constituent elements.
Will the EW theory stand the test of time?
Asymmetry of information flow is one of the major drivers
of price move or a period of time. Two factors that have
changed over the years and have come to influence such
flow are media and the information technology. The
former gets to influence the type of information and the
timing of the flow, while the latter plays a role in the actual
dissemination and influence the impact. In mass
communication, agenda setting refers to media’s ability to
influence or to tell us what issues are important. We have
seen governments brought down, and elections won on
the basis of managing what news reaches whom. But
then, propaganda has always been a powerful tool since
time mmemorial. Today, only the medium looks to have
changed. But there is a very evident change in the pace
with which information reaches us, thanks to
technology,

ithough that is not coincided by sufficient increase in
memory or brain’s processing power in order to effectively utilize the information deluge. The extensive use of
algorithmic trade also needs to be factored in. To an
extent, they do challenge the efficient market hypothesis,
in that both these factors can influence how markets
absorb price sensitive information. Given the pace of
automation and improvement in technology, it is a given
that the decision making process in the market will see
changes, some of which we have already begun to see.
But, will it render EW obsolete? Not quite; at least not yet.
Its USP lies in the fact it explains progress. On current
evidence alone, EW is thriving well, as the market moves
continue to be replete with golden ratios, which is so
omnipresent in the nature’s building blocks. As long as
that remains, and humans continue to be behind decision
making, Elliot wave theory shall remain a capable way of
explaining stock markets.

Notes: In mathematics, two quantities are in the golden ratio if their ratio is the same as the ratio of their sum to the larger of the two quantities.
Citations: Neely, Glenn (1990). Mastering Elliott Wave. Frost and Prechter (1978). Elliott Wave Principle

Q: Which Finance Minister presented a
Budget that was termed the Dream
Budget?
Share the answer at reply@barjeel.ae
Answer to the last quiz:
Q: Who presented the first Union Budget of Independent India
and when? is Mr. R. K. Shanmukham Chetty on November 26, 1947.

Thank you for the quick responses.The early right answer of the quiz was given by:

Mr. Rama Krishna A
Mr. Abdul Jaleel
Winners Name will be published in the next issue of Market Digest. All the best!
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