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Technical Insights

As we bid adieu to an eventful & volatile 2018, a look back at Nifty’s
journey tells us that index has managed to survive by the skin of its
teeth.
However, a pause in 2018 does not undermine the fact that India is
still in a larger bull market. The year 2019 promises to be an exciting
time with both the key indices (i.e. Nifty & BankNifty) trading
above their primary trend. Going ahead, weakness in developed
equity markets could have a repercussion on Indian indices to an
extent but we expect India to relatively outperform and stand out
among the emerging markets basket.
Famous adage of Murphy's law which states that "Anything that can
go wrong will go wrong", seemed true in the context of Indian
equity markets in 2018. However, in last quarter of 2018, key indices
showed signs of respite. In 2019, we expect Nifty to regain its lost
impetus with BankNifty likely to lead from front, followed by
strength in consumer’s space & a comeback of Midcaps.
Post a period of correction from 11,700 levels, Nifty re-tested 10,000
mark. Infact in October 2018, index registered a fall of ~6% and
eventually marked a low of 10,005 (placed around the previous
bottom seen in March 2018). The same coincides with point of
polarity, three-digit gann number of 101(00) & two-year mean. The
set-up on point & figure (P&F) chart on Nifty projects a bullish
picture.
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✓ Analyzing Nifty 50 P&F (1%*3) chart, index has sustained above
the objective trendline, drawn from the low of 2013. It acted as a
base7476
back in Feb & March 2016. Despite the reckoning of
+91-22-3347
volatility in 2018, index is currently trading above its 15-SMA.
Moreover, the 45 degree trendline marked from significant low
in October 2018 also has been trending higher.
✓ A large bullish column of X, which began to form in January
2017 (Count 23) has not seen a strong retracement move on the
downside, suggesting consolidation at the upper-end. After
taking into consideration Anchor Point from Feb 2016 low to
recent peak, cluster of support line is seen from 9,850-10,400.

For important information about YES SECURITIES (INDIA) LTD. and other disclosures, refer to the end of this material.

1

Bulls in fast lane! Nifty to hit 13k
✓ Pattern re-test around 10,000-10,100 zone has also contributed to
recent reversal. In the current set-up, a double top breakout will come
into play post a move above 10,900. The same will also result in a
breakout from downward sloping 45 degree trendline.
✓ Sustenance above the same would see the index attempting the active
vertical count of the large column of X mentioned above. Cluster of
vertical count is seen between 12,700-13,000 which will come into
play on confirmation of double top breakout.
Exhibit 1: Nifty 50 - 1*3% daily chart: Awaiting breakthrough
Cluster of vertical count target
around 12,700 & 13,000
Currently X is at same level, double top buy will
be activated on a successful move above the
same

Price above 15-SMA
and 45 degree trendline
Objective Trendline
irm during October decline

Source: Tradepoint, YSL

BankNifty: Cometh the hour, Cometh BankNifty
✓ This leadership sector commands more than 30% weightage in the
index. Long-term chart structure suggests that it will lead from the
front in 2019. Analyzing BankNifty P&F (1%*3) chart, index has been
in a strong uptrend since May 2016. On several instances, it has
rebounded from the support of its 15-SMA, suggesting strong
primary uptrend.
✓ A large bullish column of X, which began to form in January 2017
(Count 35) has not seen a strong retracement move on the downside,
suggesting consolidation at the upper-end. The same coincides with
Anchor point, it is defined as a zone where the price (X’s & O’s) has
traded the most between two reference points (i.e. February 2016 &
August 2018). For BankNifty, Anchor point is marked around 24,100
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and 24,500 which has been acting as a strong support in 2018 as seen
in P&F chart below.
✓ Around the Anchor point, Low Pole pattern is also observed. Post the
formation of a long column of O’s, sellers are caught off-guard, when
buyers push the price higher by more than 50% of the long O column,
resulting in a fast rebound.
✓ Interestingly, Pattern re-test is seen around 24,500 (marked near
Anchor point). Also, Double top pattern is observed after taking
support (same level of O’s), taking support of its 45 degree trendline.
In an uptrending market, it is a reliable pattern.
✓ In the current scenario, it is attempting a breakout above the
downsloping 45 degree trendline. A move above four-digit gann
number of 2757(0) would see BankNifty attempt a target of ~33,100.
Exhibit 2: Bank Nifty - P&F set-up suggests BankNifty is knocking on the door of resistance
Cluster of vertical count
target around 33,100
Anchor point, re-test pattern

Attempting a move above 45
degree down-sloping trendline

Low pole

Double top buy at play
after taking support

Price above 15-SMA & 45
degree trendline support

Source: Tradepoint, YSL

Nifty FMCG: Gradual outperformance is likely
✓ Nifty FMCG index has registered gains for ten consecutive years.
During September 2018, it made a record high of 33,168, and since
then it’s been trading at higher zone with sustained move above its
important long-term averages.
✓ FMCG index, however when compared with Nifty index, (its ratio
chart i.e. FMCG index/Nifty) is yet to surpass its multi-year peak
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level which it made during September 2013, which means that in
previous five years, FMCG index has underperformed.
✓ Recent price structure of FMCG index shows ~19% price correction
from its record high followed by renewed buying interest near its
yearly mean. It reclaimed levels of 30,000 with most of its component
trading above their 50-day EMA. From long term perspective, we
believe FMCG stocks could outperform in a gradual manner, hence
any corrective decline should be considered as a buying opportunity.
✓ Stocks near 52-week higher level like HUL, Marico could continue to
outperform; while some traction is possible in ITC and Godrej
Industries.
Exhibit 3: Nifty FMCG - Bouncing off yearly mean

Support of Yearly mean

Source: Bloomberg, YSL

Nifty Midcap 100 Index: Midcaps to be in reckoning
✓ After year-long correction, confluence of support is observed in Nifty
Midcap 100 index. Recent bottom marked around 15,800 coincides
with 50% retracement of the entire move from 11,190 to 21,826. It is
placed near point of polarity support, gann vibration zone and fouryear mean.
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✓ Cluster of support zone post a year of under-performance in 2018,
could act as a base for Nifty Midcap 100 index to begin an uptrend.
✓ Ratio chart of Nifty Midcap 100 index against Nifty displays a
breakout from year-long down-sloping trendline, which suggests
that midcaps could make a comeback in 2019.
Exhibit 4: Weekly chart of Nifty Midcap index- Confluence of support at play
Confluence of support zone (Gann
pressure points, 50% retracement
of 2018 & point of polarity)

Four year mean

Source: Bloomberg, YSL

Exhibit 5: Weekly ratio chart of Nifty Midcap 100 index/ Nifty - Revival sets in after underperformance in 2018

Trendline break post underperformance

Source: Bloomberg, YSL

Nifty/MSCI EM index – Relatively unscathed despite recent turmoil
✓ Nifty has displayed immense relative strength in comparison with
other emerging markets. The ratio line chart shows a rising trend.
An increasing ratio indicates that Nifty is outperforming MSCI
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emerging market index. The uptrend is in place since 2012. On
several occasions, it took support at the rising trendline, keeping the
uptrend intact. Also, it tends to fetch support around its 5-year mean
(May 2012 & March 2018). Interestingly, ratio line showed a
downward trajectory from January 2016 to March 2018. During the
same period, Nifty index had staged a massive rally, which showed
period of underperformance for India against the MSCI emerging
markets index.
Exhibit 6: Weekly Ratio chart of Nifty/MSCI Emerging markets index – Outperformance likely
to continue
Prolonged phase of sideways consolidation

Support of 5 year mean

Source: Bloomberg, YSL

✓ In the current scenario, while MSCI emerging markets index is
consolidating, ratio line of Nifty/MSCI EM index has outperformed.
After marking a peak of 11.33, it came back to its earlier breakout
level. It is a classic case of previous resistance acting as support,
resulting in a sharp rally. Sustenance above 11.33 would result in an
upside breakout which indicates that Nifty could continue
outperforming emerging markets.
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RATING RATIONALE
Analysts assign ratings to the stocks according to the expected upside/downside relative to the current market price and the estimated target price.
Depending on the expected returns, the recommendations are categorized as mentioned below. The performance horizon is 12 to 18 months unless
specified and the target price is defined as the analysts’ valuation for a stock. No benchmark is applicable to the ratings mentioned in this report.
BUY: expected point to point returns of 15% or more
NEUTRAL: expected point to point returns in the range of -10% and +15%
REDUCE: expected point to point decline of 10% or more
NO VIEW: Not in regular research coverage
SUSPENDED: The rating as well as the target price has been suspended temporarily. This could be due to events that made coverage impracticable
or to comply with applicable regulations and/or company policies.
ABOUT YES SECURITIES (INDIA) LIMITED
YES SECURITIES (INDIA) LIMITED (‘‘YSL’’) was incorporated on 14th March 2013 as a wholly owned subsidiary of YES BANK LIMITED. YSL does
not have any other associates. YSL is a SEBI registered stock broker holding membership of NSE and BSE. YSL is also a SEBI registered Category I
Merchant Banker, Investment Adviser and a Research Analyst. YSL offers, inter alia, trading/investment in equity and other financial products along
with various value added services. We hereby declare that there are no disciplinary actions taken against YSL by SEBI/Stock Exchanges.

DISCLAIMER
Investments in securities market are subject to market risks, read all the related documents carefully before investing.
The information and opinions in this report have been prepared by YSL and are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of YSL.
The information and opinions contained in the research report have been compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty, express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason. Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance. Actual results may differ materially from those set forth in projections.
Technical Analysis reports focus on studying the price movement and trading turnover charts of securities or its derivatives, as opposed to focussing
on a company’s fundamentals and opinions, as such, may not match with reports published on a company’s fundamentals.
YSL, its research analysts, directors, officers, employees and associates accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may
not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to
inform themselves of and to observe such restriction.
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The analyst hereby certifies that opinion expressed in this research report accurately reflect his or her personal opinion about the subject securities
and no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendation and opinion expressed in this
research report.
Sr. No.
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No

2

Research Analyst or his/her relative or YSL’s actual/beneficial ownership of 1% or more securities of the subject
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