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The local stock market treaded water last week, pressured by continued
volatility in global equity markets, the collapse of US investment bank Bear
Stearns and a number of downgrades on the local bourse by foreign research
houses. 

After the previous week’s knee jerk selloff, investors appear to be adapting to
the post-election political landscape. Selling pressure on the local bourse has
eased considerably, while trading volume dwindled — partly due to the holiday-
shortened week and the closure of major global markets for the Good Friday
and Easter holidays. 

For the holiday-shortened week, the KLCI traded relatively flat, falling by just
5.7 points or 0.5% to 1,189.1. In the preceding week, the index fell by a hefty
123.1 points. However, trading volume declined to just 385 million shares on
Friday — the lowest for the year. 

External factors were very much in play again last week. The collapse of 85-
year-old Bear Stearns underscored the severity of the credit crunch and
subprime mortgage mess on the US financial system, and sent shockwaves
through global financial markets at the start of the week. 

Some semblance of calm was restored later, as the Federal Reserve cut the
Federal Funds rate by 75bp to 2.25% at its FOMC meeting on Tuesday.
However, stocks on Wall Street continued to gyrate wildly on a daily basis, in
the wake of continued US economic concerns. 

The FOMC’s 75bp interest-cut was warmly welcomed by investors. However, it
was lower than the 100bp cut many had expected as the Federal Reserve
warned that it must also contain inflationary pressures. This led to a rise in the
US dollar, which had fallen to record lows vs the euro just a week ago. 

The dollar’s rise and fund liquidation, in turn, precipitated a major sell off in a
broad range of commodities — from crude oil to metals and agriculture
products. Crude oil prices fell from a record of US$111.80 (RM357.76) per
barrel on Monday to under US$100 on Thursday. 

The sharp fall in as soyoil prices also affected crude palm oil, which fell to
around RM3,300 per tonne — from well over RM4,000 just earlier this month. 
Investors in plantation stocks should not be unduly worried though, as prices
are still well above production cost of RM700-RM800 per tonne and most
analysts’ average price assumptions of RM2,400-RM2,800 per tonne for the
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         5pm: KLCI 1,279.30 (-0.70); FBMEmas 8,628.20 (-1.87); FBM2BRD 5,913.06 (+51.96); Up 354; Down 300; Unch 259; Vol: 618.96m shares.
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analysts’ average price assumptions of RM2,400-RM2,800 per tonne for the
year. 

On a positive note, the broad-based fall in commodity prices is positive for the
global economy. Record high commodity prices — which feeds into food,
transport and other costs — have been largely responsible for raising
inflationary pressures around the world. With this pressure easing, there will be
more room for central banks to ease monetary policy as and when required.

Portfolio review 
Our model portfolio held up well last week, chalking up marginal gains even as
the broader market fell. Our basket of 12 stocks rose by 0.11%, compared with
the KLCI’s 0.5% decline. Including our large cash reserves, the total portfolio
value rose by a smaller margin of 0.07% to RM495,541. 

The portfolio’s total
value and returns
represent a significant
achievement
compared with our
initial capital of just
RM160,000. We
started the model
portfolio on March 3,
2003. 

Our total profits
remain very
substantial at
RM335,541, of which
more than half – or
RM197,835 has
already been realised
from earlier disposals.
This represents a
hefty return of 209.7%
compared with our
capital of RM160,000.
We continue to
outperform the KLCI
significantly, which is
up by 83.8% in the same period. 

Last week, five of our stocks rose, six fell and one was unchanged (Tong Herr).
The gainers were led by Muhibbah (up 6.5%), Dijaya Corp and Bumiputra-
Commerce (both up 1.6%). Losers include Asiatic (down 7%) and EON Capital
(down 3.2%).

We are leaving our portfolio unchanged. We are comfortable with our stock
selection and equity weighting, which stands at 70.8%.

Note: This report is brought to you by Asia Analytica Sdn Bhd, a licensed investment adviser.  Please exercise your own
judgment or seek professional advice for your specific investment needs. We are not responsible for your investment
decisions. Our shareholders, directors and employees may have positions in any of the stocks mentioned.

Printable Version | Email to a Friend 

for ACA

22-04-2008: Rushed

transition could result in

Umno factions, warns Najib

22-04-2008: Ming Pao

shares fully transferable

between HKand M’sia

22-04-2008: Nazir says

amnesty needed to move

forward

22-04-2008: CIMB to

focus on China and Indon

ventures

22-04-2008: Maybank’s

Indon buy not an issue for

CIMB

22-04-2008: Property

blue chips up

22-04-2008: Putrajaya

Perdana’s Abu Dhabi office

ready by 3Q08

22-04-2008: CPO

stumbles, tracking

weakness in soybean oil

22-04-2008: LPF tussle

resolved following crossing

of 36.5m shares

22-04-2008: DRB-

Hicom gets RM541m

contracts

22-04-2008: Share

purchases prelude to

BToto privatisation?

22-04-2008: Salcon

wins 2 more contracts in

China

22-04-2008: Takaful

Malaysia to launch new

investment linked plan

22-04-2008: Tiger

Airways posts strong

growth in FY08

22-04-2008: Public

Bank launches gold

investment account

22-04-2008: Portrade

buys 60% of HK online

advertising firm

22-04-2008: Quill

Capita Trust’s 1Q net

income jumps 95%

22-04-2008: OSK-UOB

declares distributions for

five funds

22-04-2008: Dr M:

Abdullah responsible if

Anwar becomes PM

http://www.theedgedaily.com/cms/contentPrint.jsp?id=com.tms.cms.article.Article_dc1c654f-cb73c03a-158f1fa0-67a8311b&paging=0
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_dc1c654f-cb73c03a-158f1fa0-67a8311b#
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_7407e56e-cb73c03a-c1186f00-bbf82d41
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_740f7633-cb73c03a-c1186f00-ea8fd36e
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_740cce83-cb73c03a-c1186f00-47796e23
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_74125781-cb73c03a-c1186f00-c590ace2
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_7415600e-cb73c03a-c1186f00-9f6a53b1
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_74182d57-cb73c03a-c1186f00-847f3c4f
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_741bbde0-cb73c03a-c1186f00-e2781970
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_741cd20f-cb73c03a-c1186f00-2c823b66
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_7421f406-cb73c03a-c1186f00-1dd7404a
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_7424231b-cb73c03a-c1186f00-7ad4cad0
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_74272fee-cb73c03a-c1186f00-3f96b0b9
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_7428ee47-cb73c03a-c1186f00-fc82202d
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_742b65a0-cb73c03a-c1186f00-7d19f198
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_742cc81e-cb73c03a-c1186f00-4d92c199
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_742f2325-cb73c03a-c1186f00-f29fdcd3
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_7431863b-cb73c03a-c1186f00-58f13ae5
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_7433b58e-cb73c03a-c1186f00-aa1f37ff
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_74368f6a-cb73c03a-c1186f00-ab6edbda
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_74382368-cb73c03a-c1186f00-d9472785
http://www.theedgedaily.com/cms/content.jsp?id=com.tms.cms.article.Article_743ac03b-cb73c03a-c1186f00-a5ea23df

