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“Quantitative approach for asymmetric results”

Deutsche Telekom: a long and unfinished accumulation

Figure 1: Deutsche Telekom monthly chart

The above chart is the monthly of the German Telecom stock, Deutsche Bank since 1998 to these
days. Fro many this chart could be not really a sexy one and to some extent they are right. This
report’s goal is not at this time, suggesting an immediate entry on this stock, but it would like to
highlight some future opportunities ahead of time.
The very first word that come up to my mind when looking at this chart is: “accumulation”.
Accumulation in technical analysis defines a chart, like the one in Figure 1, where the stock has a
sideways movement on the lows, be them intradays or, like Deutsche Telekom, historical ones.
Accumulation is the result of a period of time in which the quantity put on sale from the sellers
matches the quantity that buyers are willing to buy: time passes by and the stock ends up in
moving up and down within a range, in case of Deutsche Telekom between 7 euros and the
current 15 euros. So it is now in the upper side of the range.
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But more precisely an accumulation occurs because no matter how many stocks are on sale, the
buyers will only match that quantity and in doing so, the action from the buyers is limited to keep
the stock at that price.
The longer the accumulation will last, the stronger will be the (possible) break out. A break out can
only happen when buyers are in a larger number than sellers. A true break out is always paired
with volume explosion which pratically means that buyers that were once used to have “infinite”
supply of Deutsche Telekom stock, in this case, will see their supply suddenly vanished and at the
same time, there will be more buyers than before: actually very likely the sellers will become
outright buyers, growing dramatically the total demand for this stock.
So the explosion is the result of two main factors: the sudden disappearing of sellers and the
increased numbers of buyers. At the current stage for Deutsche Telekom, despite the price being
in the upper side of the range with a chart that seems to mimic a break out, there is no chance to
label the movement as a break out from an accumulation because it misses an important factor I
just described, volume.
However it would do no harm in keeping this stock in your radar screnn because once the
accumulation will end, the next target for DT are 21 euros, 26 euros, 31 euros and 38 euros. If
someone is interested in doing something immediately, then act strategically with an
“accumulation” indeed, meaning to buy the stock little by little, every month.
Last consideration is that Detusche Telekom at these prices yields 3.31% gross of taxes therefore
a duable alternative to many (German) bonds today.
And as a last point on accumulation, in the chart below a stock that has been in accumulation for
27 years, can you guess which one is this?

Figure 2: Apple chart showing accumulation since 1976 and break out with colume spike
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While below in Figure 3 you can find some statistics on Deutsche Telekom.

Figure 3: Deutsche Telekom statistics
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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.

4

