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Conposite Index likely to continue upbeat nonent um

S.N. Lock

LAST week, share prices on the Kual a Lunpur Stock Exchange rode through a
breat htaking roll er-coaster ride. The | ocal benchmark, KLSE Conposite
Index hit its 10-year low at the 261.33 | evel on Sept 1 before rallying
102. 11 points, or 39.07 per cent, to close at 363. 44 points on Sept 4.

The | ocal bourse opened on a firmnote on Sept 1 after a | ong weekend
hol i day. The KLSE CI was traded within a tight trading range in the
nor ni ng.

However, its tight-range trading activities gave way in the afternoon
when Prinme M nister Datuk Seri Dr Mahat hir Mohamad announced t he foreign
exchange control neasures. Heavy selling activities sent the KLSECl to
yet another 10-year |ow of 261.33. The KLSE Cl suffered a heavy | oss of
40. 21 points, 13.27 per cent, to end at 262. 70 on Sept 1.

Market's panic sell-off was triggered by the Government's announcenent
of inplenenting forei gn exchange control nmeasures, curbing specul ative
attack on the ringgit. The neasures were ainmed primarily at insulating
Mal aysi a's econony fromrisks and vul nerabilities by external factors.

The mai n contention of these neasures was to fence off the continuing
specul ative attacks fromthe hedge funds and thereby establishing a stable
ringgit with a lowinterest regine.

Bef ore t he market coul d di gest the ram fications of the forei gn exchange
control neasures, the market got another shock fromthe decision to renove
Dat uk Seri Anwar | brahimas Deputy Prinme M nister and Fi nance. The market
reacted mildly to the renoval when the KLSE Cl rebounded 18. 48 poi nt s,
6.27 per cent, to the 313.07 |l evel on Sept 3.

The overall market rallied right fromthe opening bell on Sept 4. The
KLSE Cl rallied in the afternoon trades when it raced to the 367.08 | eve
bef ore cl osing at 363.44 on Sept 4.

Reflecting the wild swing in nomentum the KLSE Cl gai ned 60. 53 points,
or 19.98 per cent, over the week to close at 363.44 points on Sept 4. The
KLSE All Share EMAS | ndex advanced 16. 26 points, 20.44 per cent, to the
95.81 Il evel.

The KLSE I ndustrial |ndex gai ned 89.98 points, 14.07 per cent, 729.42
| evel . The KLSE Second Board | ndex put up a gain of 13.48 points, or 17.55
per cent, to the 90.31 |evel

Chartw se, the KLSE CI bottonmed out on Sept 1, when it hit the 261.33
| evel . Thereafter, the KLSE Cl rebounded i n earnest when it raced toits
intra-week high of 367.08 on Sept 4, giving a gain of 105.75 points, or
40. 47 per cent, fromits bottom ng out point of 261.33.

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

Movi ng Averages: The KLSE CI staged a re-penetration of its 10-, 20- and
30-day novi ng averages i n qui ck successi on.

Monment um | ndex: Its short-term nmonentumindex di splayed a positive
di vergence when it raced above its previous peak.

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

Rel ative Strength Index: Its 14-RSI had simlarly displayed a positive
di vergence when it recovered fromits | ow of 22.57 on Sept 1.
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