30/ 01/ 1999
I nvestors appear to be di sappointed exit tax i s not announced

Fred Tam

TH S week' s fall is the Kual a Lunpur Conposite Index's (KLCl) nost severe
interns of points since exchange controls were introduced by the

Gover nment on Septenber 1 1998.

The 100-stock benchmark KLCl |ost 27.11 points or 4.38 per cent to

591.43 on lack of followthrough buying after the nuch publicised exit-tax
sort by investors failed to materialise. The | ast occasion this index | ost
nore in one week was in the week endi ng August 14 | ast year when the KLCl
gave up 36.07 points.

Wth this week's | east expected fall, will the narket be resilient

enough to overcone the extraordi nary selling pressuretocontinuewithits
clinb towards the 660 and 733-739 target that we had envi sage woul d be
achi eved by February 11. W had said i n our previous colums that based on
perfect tine symmetry, the KLCl should test 733-739 by m d-February.

But with this week's dramatic pull-back after the much-hyped neeting of
foreign fund nanagers and band i nvestors with the Prine M nister, many

i nvestors nust have been caught buying intothe rally of | ast Thursday and
Fri day.

And gi ven this weekend' s cl ose of 591.43, investors are now even wor st -
of f than before the Raya holidays. The KLCl had cl osed at 590. 97 on
January 15, just before it took break for the three-day holidays.

What were the main factors responsible for the pull-back this week?

The main factor that had a maj or influence on market participants of the

| ocal bourse this week was i nvestors' disappoi ntment over the |l ack of an
announcenent of an exit tax after Datuk Seri Dr Mahat hir Mohamad' s neeti ng
with the 28 foreign fund managers.

"There is no news today (Mnday)... People are hoping for news of an
exit-tax," said a deal er at Mayban Securities. For the next tour sessions,
the KLCI continued to slunp over the sane reason - |ack of an announcenent

over the easing of capital controls.

Next week wi Il be a crucial one. WIIl there be an eventual announcement

of an exit-tax or will the market be kept guessing? Sone formof positive
news i s urgently needed to shore up buying interest, for otherw se,
continued |iquidation of key i ndex stocks will trigger a trend change.

Tel ekom Tenaga Nesi onal Bhd and Maybank is on the verge of reverting
into a bearish trend. To save them they have to rebound to cl ose hi gher
than this weekend' s cl ose.

The weekly KLCl chart had traced out a bearish “engul fing bearish
pattern. This is a bad onen. Let us hope that this bearish pattern wll
be nullified by a market recovery next week. O herw se, the narket could
see further falls. Insuch a scenario, our tine symetry count will be
derailed. It will then be difficult to see the KLCl rising to the 739
point level as we had forecast.

There is, however, still one |last hurdle for the bears to cross before

it can conpl etely doninate the market and trigger a reversal in trend. The
one | ast bastion of defence will be the noving average support at the 583
| evel (see chart). If this crucial 583 |l evel collapses in the face of

further bearish assaults, our upside targets will indeed have to be

revi ewed.

If the 583 |l evel holds and triggers a market rebound, then the "V
formati on we had forecast all along may still be achievable. A look at the

mont hly chart will reveal this perfect synmetry so far. There were 6



“down' nonths fromMarch to August which is foll owed by 6 up-nonths so far
(from Sept ember to January).
One can see fromthis chart that despite the weak finish, January is
still higher than Decenber by 5.3 points. This nakes for five continuous
nont hs of hi gher cl oses.
For the index to achieve perfect time synmetry and hit the target of
733-739, it looks like the KLCl nust nove back to super-trending node to
make up for lost tinme. At this point (at 591.43), this | ooks renote.
I nvestors should therefore prepare for the worst, i.e. the possibility
that a premature reversal may take place. Look for a rebound next week,
ot herwi se, prepare for long |iquidations at 583 or | ower.
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