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STOCK prices on Bursa Malaysia rose for the second consecutive week, helped by continued
gains on Wall Street and most regional markets. 

For the week, the FBM KLCI gained a total of 10.2 points or 0.8% to close at 1,271 points. This
brings its total gains to 27.8 points over the last two weeks. Trading volume, however, was
lower and steadily declined throughout the week as investors turned more cautious. 

Despite the poor US unemployment numbers for October issued the previous Friday, Wall
Street still posted gains, and that led to a good start to last week for Asian bourses. The world's
biggest economy cut another 190,000 jobs in October, more than consensus estimates. The
unemployment rate hit double-digits, at 10.2%, for the first time in 26 years. 

Investors' growing concerns over the sustainability of the global economic recovery were also
partly assuaged after Group of 20 (G20) governments agreed to keep stimulus measures in
place. Last week, the US government opted to extend its unemployment benefit programme as
well as tax credits for homebuyers, set to expire at the end of this month, into mid-2010. 

Continued weakness in the labour market played down expectations of any interest rate hike in
the near future. Ironically, these low interest rate expectations may be one factor supporting
stock prices. With borrowing costs at almost zero and expectations of a weaker US dollar, the
rise in carry trades is continuing to lift relatively higher-risk equities and commodities. 

Gold prices surged to a new record high of US$1,116 (RM3,761) an ounce mark while crude oil
futures traded around US$77 per barrel, weighed down by higher-than-expected US oil
inventory. The closely watched Dow Jones Industrial Average is trading at its highest level in 13
months. 

In short, cheap money is continuing to fuel the global rally. Hence, despite misgivings on the
pace of the recovery and valuations, many investors are still pouring money into equities and
commodities. They believe that the rally still have some legs, at least in the short term. 
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This could yet turn out to be a risky bet. And investors are probably wise to keep a close watch
on upcoming developments for any turn in sentiment. 

Regional stock markets, however, lost some momentum in the middle of the week, as
profit-taking activities set in. This was despite better than economic data out of Japan and
China. Machinery orders in the world's second-largest economy jumped well above market
consensus in September 2009, suggesting momentum in its economic recovery. 

China's industrial production rose 16.1% in October 2009, the most since March 2008 while
retail sales rose 16.2%. Some believe the country's 4Q09 gross domestic product (GDP) could
outpace the 8.9% growth in 3Q09. But the news was tempered by a slowdown in bank lending
last month. 

The economic focus also shifted to Europe, where 3Q09 GDP data were released last Friday.
Germany's 3Q09 GDP rose a smaller-than-expected 0.7% compared with the previous quarter
and expectations of 0.8%. Earlier, data showed industrial production in the eurozone rose for
the fifth consecutive month, riding 0.3% from August. 

Towards the weekend, it became evident that investors regionally were turning more cautious
as stock prices reached higher levels after a nearly uninterrupted eight-month long rally. This
was more so since valuations are already pricing in a strong recovery scenario. 

A recovery of the global economy is certainly under way. However, there are growing concerns
that the strength and sustainability of the recovery will be muted. This is especially so since
much of the growth in 3Q09 in the US and elsewhere was due to stimulus spending and
massive government spending in China. There are concerns over the impact once these are
withdrawn. The strength of consumer spending in the US will remain sluggish as unemployment
stays high.   

This coming week, investors will focus on a very large number of US economic statistics, which
will affect Wall Street either way. These include data on housing prices and starts, business
inventories, retail sales, manufacturing and inflation, among others. Thus, Wall Street could see
higher levels of volatility this week.  

On the local front, investors will also look towards more corporate earnings for fresh leads. Most
earnings released so far have been above expectations, especially for the smaller- and
middle-sized companies. This underscores the resilience and health of the local corporate
sector, which has been relatively little affected by the crisis. On Nov 19 (Thursday), Maxis will
be relisted. 

Portfolio review
Our model portfolio performed well last week. Our basket of 19 stocks rose 1% for the week,
better than the FBM KLCI's 0.8% gain. Including our large cash reserves (for which no interest
is imputed), the total portfolio value rose 0.7% to RM516,862. 

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

Our total profits are very substantial at RM356,862. Of this amount, RM222,366 has already
been realised from earlier sales and the rest are unrealised. 

This represents a hefty return of 223% compared with our capital of RM160,000. We continue to
outperform the FBM KLCI very significantly, which is up by 96.5% in the same period. This was
achieved even though the benchmark index is less representative of the broader market, and
our portfolio holds a large amount of interest-free cash at all times for prudence reasons. 

Last week, nine of our stocks rose, seven fell, two were unchanged (Tanjong plc and Muhibbah)
while one was yet to be listed (Dijaya-warrants). 

The week's biggest gainer was the portfolio's latest newcomer, Faber Group, whose shares
rose 14% last week. Other gainers include Ireka (up 7.5%), HELP (up 2.6%) and Dufu (up
2.3%). The week's losers were led by Tanjung Offshore and 3A Resources, down 5.2% each.  

Selling Dijaya's rights entitlements
On Nov 6, 2009, Dijaya's shares traded ex for a two-call rights issue, on the basis of three rights
shares priced at RM1.00 each (but shareholders only need to pay 80 sen, and the balance
capitalised by the company) and two free warrants for every four shares held.  

Based on our original shareholding of 8,000 shares, we are entitled to buy 6,000 shares at 80
sen each (for RM4,800) and receive 4,000 free warrants. In our portfolio last week, we had set
aside RM4,800 to subscribe to our rights entitlement. 

The rights entitlement (Dijaya-OR) started trading on Wednesday, Nov 11, 2009 and closed at
33.5 sen on Friday. Given that the subscription price is 80 sen, the implied price of the shares
by subscribing to the issue is effectively RM1.135 (33.5 sen + 80 sen), which is higher than
Dijaya's current underlying share price of RM1.04.         

Thus, we have decided not to subscribe to the rights issue, but to sell our 6,000 rights
entitlements at 33.5 sen each, which will yield us RM2,010. These proceeds will not be reflected
in our pool of realised profits. We will also not reflect any gain from the sale (as such we have
also imputed its theoretical cost as 33.5 sen in the portfolio). 

Instead, they will be used to reduce our total cost of investment in Dijaya, whose share price
has also been adjusted downwards on Nov 6, 2009 for the rights issue. As such, our effective
cost for Dijaya will be reduced from RM1.33 to RM1.079 per share, for our original 8,000
share-stake, which we have reflected accordingly. 

After this, our portfolio is 72.5% equity invested, and have ample cash of RM142,377 for future
investments. 

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
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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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