24/ 08/ 1998
Cl to stage retest of its 75pc retracenent support

S.N. Lock

LAST week, share prices on the Kual a Lunpur St ock Exchange opened on a
weaker note on Aug 17. The KLSE Conposite | ndex weakened further to
anot her 10-year |ow of 312.90 | evel on Aug 18.

Conti nued sel ling pressure fromkey bl uechi ps | ed by Tenaga Nasi ona
Bhd, Tel ekom Mal aysi a Bhd, Petronas Gas Bhd and Genti ng Bhd sent the KLSE
Cl toits intra-week | ow of 312.90 | evel on Aug 18.

Maj or players stood on the sidelines to await a clearer technica
picture to energe before conmmitting their funds. Thus, the fall on the
| ocal bourse clearly reflected the bearish sentinent on both the | ocal and
regi onal stock and currency markets.

I nvestors were concerned with the further weakeni ng of regiona
currenci es and Russia's de facto deval uati on of the rouble.

In addition, the market was al so worried about the backl ash of the
i ntervention by the Hong Kong authorities on the stock and futures
mar ket s.

The KLSE Cl dropped to its 10-year |ow at 312.90 | evel on Aug 18 before
r eboundi ng back to cl ose at 315. 66 points. Al though the KLSE Cl cl osed at
margi nal ly | ower | evel, advanci ng counters | ed | osers by 263 to 259 while
195 counters were unchanged. This was the first sign of stability after
the market's recent heavy | osses

Share prices rebounded 8.81 per cent, or 27.81 points, on Aug 19,
fuell ed by a stronger yen agai nst the US dollar and gai ns on the Wl l
Street and nmaj or regi onal bourses.

Anot her significant devel opnment could be linked to comments by Prine
M ni ster Datuk Seri Mahat hir Mohanmad t hat t he Gover nnent was | ooki ng at
buyi ng shares to boost the |ocal market.

Sone significant amount of short-coverings was detected on Aug 19 when
its trade volune junmped to 312.522 million shares from122.087 nillion
shares on Aug 18.

However, the KLSE CI noved rapidly higher to 373.57 |l evel on Aug 20 but
soon fizzled out when investors' profit-taking liquidations halted its
swift rise. Wthin the last hour of trade on Aug 20, the KLSE C fel
34.93 points, or 9.35 per cent, to 338.64 | evel before recovering to close
at 351.04 |evel.

Fol | owt hrough selling pressure continued to depress share prices on the
| ocal market. The recent two-day sharp rises provided the excuse for
i nvestors to cash out as they were nore inclined to short-termtrading
perspectives. The KLSE Cl retreated swiftly whenit fell 26.98 points, or
7.69 per cent, to 324.06 level on Aug 21

Reflecting the wild swing in narket sentiment, the KLSE Cl |ost 3.92
points, or 1.20 per cent, over the week to close at 324.06 | evel. The KLSE
Al'l Share Enas | ndex eased 0. 24 point, or 0.284 per cent, to 84.20 | eve
on Aug 21.

The KLSE I ndustrial Index lost 17.12 points, or 2.49 per cent, to 669.56
| evel . The KLSE Second Board | ndex bucked the trend when it added 2. 29
points, or 2.96 per cent, to 79.61 | evel.

Chartw se, the KLSE Cl di pped | ower to 312.90 | evel on Aug 18 before it
rallied to 373.57 |l evel on Aug 20, just briefly breaching the upper
resi stance (B1-B2) of its internediate-termdowntrend channel (See KLSE
Cl's daily bar chart Bl1-B2 and B3-B4).

The heavy profit-taking |iquidations on Aug 20 & 21 sent the KLSE Cl



retreating swiftly back into the confines of its internediate-term
downtrend channel, threatening to stage a re-test of its immediate

downsi de support. Chartwi se, the KLSE Cl closed at its | owest | evel on Aug
21.

Fol | owi ng are the readi ngs of sonme of its technical indicators:-

Movi ng Averages: Despite the two-day rebound, the KLSE Cl continued to
stay belowits 10-, 20-, 30-, 50-, 100- and 200-day noving averages in
their bearish sequential order.

Momentum | ndex: Its short-termmonentumindex noved out of its short-
term downtrend on Aug 20.

On Bal ance Volune: Its short-term OBV trend staged an overhead re-
penetration of its 10-day exponential noving averages.

Rel ative Strength Index: Its 14-RSl rallied fromits | ow of 20.65 per
cent level on Aug 18 to its high of 39.90 per cent |evel on Aug 20. Since
then, it fell back to 32.95 per cent |evel on Aug 21.
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