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SHARES on Bursa Malaysia traded on a firmer footing last week. The
benchmark KL Composite Index gained a cumulative 25 points for the week, to
finish at 1,246.8 points.

Sentiment is likely to have been bolstered by relatively benign external
environment, which prompted some bargain hunting especially for heavily sold
down blue chip stocks. The steadier market for crude palm oil, following its
sharp sell off, also led to a mild recovery for plantation stocks. The benchmark
futures contracts for CPO traded on the Bursa Derivatives ended the week just
below RM3,500 per tonne.

On the other hand,
the daily average
market volume
contracted to about
493 million shares,
down from nearly 602
million in the
preceding week.
Clearly, investors are
still treading
cautiously despite the
improved sentiment.

And that might just
turn out to be the
wisest course of
action at this point.
Even though the
global financial market
has held steady in the
face of deteriorating
economic data out of
the US in the past

week, the outlook remains hazy.

It would appear that most have resigned to the fact that the US is indeed
already in a recession. However, it remains debatable whether the length and
depth of the slowdown or eventual credit market losses stemming from the
subprime meltdown currently factored into share prices are sufficient. Hence,
we could still see renewed volatility in the coming weeks.

Portfolio review 
Our model portfolio underperformed the broader market last week. Our basket
of 12 stocks gained some 1.7%, marginally less than the KLCI’s 2% rise.
Including our large cash reserves, the total portfolio value increased by just
about 1.2% to RM522,081.
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Total profits remain very substantial at RM362,081, of which RM197,835 have
already been realised from earlier disposals. This represents a hefty return of
226.3% compared with our capital of RM160,000. We continue to outperform
the KLCI significantly, which is up by 92.8% in the same period.

Among our top gainers last week were Tong Herr (up 6.4%), Dijaya Corp (up
8.9%) and Asiatic Development (up 4.5%). On the other hand, Notion Vtec
(down 5.6%) and Muhibbah Engineering (down 0.7%) were the worst
performers.

We bought 2,000 shares in Bursa Malaysia at RM8.75. The share price has
fallen by nearly half from its year-high of RM16.90 on the back growing
uncertainties in the global financial market, which in turn, have led to falling
trading volume.

Without doubt, sentiment is still ambivalent and Bursa’s share price may well
witness more downside, especially if investor confidence deteriorates further. It
is an inevitable fact that market sentiment will ebb and flow. The trading
environment will improve when prevailing uncertainties are gradually resolved
in the coming months. We are comfortable holding the stock for the eventual
market upturn.

Most importantly, Bursa’s underlying business franchise remains intact. To be
sure, the stock exchange operator’s earnings this year will be affected by the
sharp decline in market volume.

Many investors are sidelined by the clouded market outlook. For instance, the
daily traded volume contracted to about 493 million shares, on average, last
week. By comparison, 1Q07 saw daily market volume averaging over two
billion shares.

Bursa’s efforts to grow its recurring income base should go some way towards
removing earnings uncertainties. We estimate that stable income will cover
about 64% of operating expenses this year.

The company is also in tie-up talks with other exchanges, including the
Chicago Mercantile Exchange. If successful, the move will widen its product
range and boost trading volume going forward.

We expect Bursa to maintain a generous dividend policy and return as much
excess cash as possible to shareholders. The company currently has free cash
of around RM100 million after netting out the 25 sen per share of final
dividends, which will be paid later in the month. (The share will trade ex-
entitlement April 16) We estimate dividends to total 32 sen per share for 2008,
at least. That will give a decent net yield of 2.7% at the current share price.

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.
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