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KL stocks poised for positive tradi ng next week

Fred Tam
TH S hol i day shortened week ended on an upbeat note when the benchmark
Kual a Lunpur Conposite Index (KLCl) rose 23.46 points or 5.8 per cent to
419. 72.

Wth this week's strong rally, especially on Tuesday, the KLCI has
breached yet another nmmjor resistance of 404.4 established on Septenber
15.

This week's cl ose above the 400 psychol ogi cal barrier is also the KLCl's
first since Septenber 7 when the KLCl registered 45.06. Based on the

steady cl ose of 419.72, Mal aysi an stocks are still in an uptrend node.
But here is where the stock nmarket's direction and coments from foreign
| eaders and nedia are at a tangent. Wiile Malaysia is still being

criticised for its handling of the country's econony and politics, the
stock market has brushed t hem asi de.

I nst ead stock prices have been maki ng hi gher hi ghs and hi gher |ows -
and technically speaking, that is a definition of uptrend. Prices have
been on a gradual clinb since Ml aysia inposed exchange controls and ot her
measures on Septenber 1 to bring back sone degree of control over its
econony.

Yesterday, Prime Mnister and First Finance M nister Datuk Seri Dr
Mahat hi r Mohanmad del i vered his Budget speech. Needl ess to say, Ml aysia
yet again did not receive top marks fromforeign nmedia and observers for
what it is proposing.

But why shoul d Mal aysi ans even bother? As | ong as we know what is good
for us, it does not matter what others think. This columm believes it is a
good budget - one that is expansionay and counter recessionary to uplift
the econony out of the dol druns.

" Spendi ng, spending, spending" is what a foreign anal yst was quoted as
saying in an interview by CNBC. But we woul d rather spend to kick-start
the econony rather than pulling back with austerity measures which wll
make thi ngs worse.

Mal aysia's strategy i s based on sound Keynesi an econom ¢ principl es
where a country in recession should opt for a deficit budget, spending on
public projects and infrastructure to pull it out of the dol druns.

That is what the US did in the 1930s under the "new deal" strategy snd
bring itself out of the recession then. In an econom c recession the
private sector may not be financially strong enough to take the lead to
pul I the econony out fromthe bottom

As such, the Government nust take over the |leadership role. It is
nothing worrying if expenditure is used to expand infrastucture projects
whi ch creates econonic activity and jobs which will have a multiplier
effect on the rest of the econony.

But there seens to be a misconception of late that a deficit budget is
sonet hing that we should be fearful about. In fact, we should wel cone a
deficit budget to bring the econony out of a recession. Once the
Gover nnent succeeds in kick-starting the econony, the ensui ng nonentum
will ultimately lead to the private sector follow ng through

Once that happens and the econony reverses, conpanies will make noney,
| oss nmaki ng conpanies will return to the black, which in turn will be in a
position to pay taxes again. Unenploynent will fall, incone and
consunption will increase and with rising inconme levels, taxes will flow
i nto governnent coffers.



Eventual ly the Government can return to a surplus with the econony
taking off in a sustained way. Sooner or |ater these expansionary macro-
econom ¢ neasues will be reflected in the stock nmarket, if they haven't
yet been reflected fully at the nonent.

Mal aysia will find it difficult to prevent adverse comrents fromforeign
anal ysts and soot hsayers because they never |iked what we are doi ng anyway
because we don't conply to their schene of things.

Still, we should press on with our own strategi es as sooner or |ater the
results will show that we are moving in the right direction despite
reservations fromsone quarters.

Chart-w se Mal aysi an stocks are still in positive territory and do not
pose any danger of falling back based yesterday's close. Gven the
st eadi ness of nobst stocks at yesterday's close, we would not be surprised
if stocks will continue to nove hi gher next week.

Mal aysi an stocks are still a "hold based on the steady close this week,
irrespective if they belong to the sectors which have been sl apped with
“sin taxes' in this Budget as these stocks did not display any significant
selling pressure at all
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