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“Quantitative approach for asymmetric results”

Procter (but not) Gamble: if you bet on a downside

Figure 1: P&G monthly chart

The chart above is the montlhy one for Procter and Gamble: it is a recent news that the company
wants to eliminate in various ways as many as hundreds brands. That is a news that should make
investors think, and I immediately went to look at its monthly chart, to discover something that
management (probably) knows (also in light of the news of such move), but not the average Joe.
Basically it is now clear that P&G top is already behind us and that no matter how hard it is now
fighting to stay up there, the fate for the stock is mainly downward. This precise and timely chart is
what I am expecting on major indexes, which may or may not happen.
The stock after achieving its recent all time high at 85.82 dollars in November 2013 retraced back
to the static support to rebound until April 2014, when it actually achieved a lower high. That is the
SIGNAL, in capitol letters.
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It means that the lower high is a retracement of a bigger downward movement: such movement
can be in three waves (ABC) or five ways (1,2,3,4,5). Either way the safest trade is in the
downside, maybe taking a better approach going into the daily chart.
The real “gamble” here is to try to buy the stock hoping for new highs. I am not saying that it is not
possible, only that has less probability of success, in particular with the current chart analysis.
Another important reason that is suggesting that the major trend is downside is volume. As you can
see from the chart volume has been quite divergent while the stock continued its move upward.
Major trends are the ones where everybody (volume) wants to participate: in this case the higher
the stock was going, the lesser crowd wanted to be involved in the stock, basically telling that very
few (lucky) people believed in higher valutations.
Because of this increasing thin trading, I would expect at some point a strong move downward with
explosion of volumes. The first target could be the intersection of static and dynaminc supports
highlighted with a black circle in figure 1. Such intersection is also a time and price target: 68
dollars by January 2015 at the latest.
What if I am wrong?
The overall structure will be invalidated only at the crossing of the recent lower highs at 83 dollars,
which sholud be also the firm stop loss on this monthly chart (smaller stop loss can be set looking
at daily chart for instance), should anyone take my main view.
If 83 dollars will be violated, then the next target is the all time high at 85,82 dollars. If that also will
be violated the next target will be an area around 90 dollars.

A quite interesting note is to see how the 2010 flash crash low on P&G coincides with the angle of
the upper trendline and also that such low has been working as a dynamic support (see Figure 1)
for the 2012 and 2014 retracements.
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Useful Links:
European Central Bank:
www.ecb.int
Bank for International Settlements:
www.bis.org
International Monetary Fund:
www.imf.org
Federal Reserve:
www.federalreserve.gov
US CFTC
www.cftc.gov

Disclaimer
Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise
constitutes a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments in any jurisdiction. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained herein, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. The writer does not undertake that investors
will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should exercise prudence in making
their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgment. Past performance is not necessarily a guide to future performance. The
value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this report are subject to change without notice.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading
in these instruments is considered risky. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. For
investment advice, trade execution or other enquiries, investors should contact their local sales representative. Any prices stated in this report are for information purposes only and do not represent
valuations for individual securities or other instruments.
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