08/ 06/ 1998
Drastic increase in volune needed for rally to take off

Raymond
THERE wer e no shortage of news relating to the stock market | ast week.

Each day there was sonme foreign, political or econom cal news that wll
affect the direction of the narket.

Most of the news were unpl easant and yet | ooki ng back the fall in share
prices were not so bad except for the KLSE Conposite I ndex (KLCl)
component st ocks.

This had a drastic effect on the KLCl, which dropped slightly nore than
30 points in the five tradi ng days.

The first | ot of discouragi ng news was fromthe national carrier
Mal aysi an Airlines SystemBerhad whi ch announced a RM25 million pre-tax
| oss for the year ended March 31, 1998.

Next in line was the briefing held by Bank Negara Governor Tan Sri Ahmad
Mohd Don, who announced t hat Mal aysia's gross donestic product declinedin
the first quarter of 1998 by 1.8 per cent.

This has given rise to concern that we may be slipping into a recession

Fortunately, for us |ast Tuesday's newspaper had our Deputy Prine
M ni ster Datuk Seri Anwar | brahi mdeclaring that the worst is over for us,
and despite the GDP having declined by 1.8 per cent inthe first quarter,
the Governnent will be keeping to its forecast of 2.5 per cent growth for
t he year.

Critics were al so unhappy with Prinme M nister Datuk Seri Dr Mahathir's
announcenent i n Tokyo, where he had said that the Governnent may fi nance
60 per cent of the Asset Managenent Conpany's (AMC) capital

Malaysia is in a "heads | win and tails you | ose" situation because at
the present nmonent it seens it can do nothing right.

The Governnent financi ng of 60 per cent of AMC capital has brought about
criticismthat it will interfere with the working of AMC

If the AMC fails, the critics will clap their hands and say "I told you
so, they could not get the noney to finance it".

The announcenent of a trade surplus of RM3.6 billion for the nonth of
April by the Statistics Departnent did not have a positive effect on our
market, nor did the announcenent of the set-up for the AMC hel ped the
mar ket .

Per haps mar ket anal ysts need t he weekend to | ook t hrough thembefore the
positive effects can unfol d.

On the technical front our failing Timng Device was successfully
arrested at - 254.6 points and since then has been trendi ng up.

The drastically reduced trendi ng up pace | ast Friday i s however,
worrying. It could nean that the reversal that we just sawis a fal se nove
and we may need to nove down to the next |evel of support at - 400.0
poi nts.

Qur 0/0 Indicator continues to trend up, the good news is that the
trendi ng up pace has increased, giving us hope, that it is likely to
continue at a greater pace this week.

Qur market now needs to have a drastic increase in trading volune to
ensure arally can take off. W al so need to have the KLCl novi ng above
its 30MA.
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