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Techni cal indicators show bourse still bullish

Fred Tam

THE week before | ast, the market was spooked by rumours that former

Fi nance M ni ster Tun Dai mZai nuddi n was under investigation. But we did
mention in our colum that it was nerely a conveni ent piece of news for
syndi cates to take profits as the market had by then already rallied for
si X consecutive sessions. W concl uded by classifying the pull-back as a
"correction" and expected the market to continue withitsrally | ast week.

However, the rally we envisaged did not naterialise. Wek-on-week, the
benchmar k Kual a Lumpur St ock Exchange Conposite | ndex (KLCl) was | ower by
1.53 points or 0.26 per cent while the Enmas I ndex was of f by 0.25 point or
0. 18 per cent.

Weekl y vol une was, however, only half of the previous week, reflecting
sidelining by investors for fear of negative surprises surfacing at the
Umo General Assenbly.

"Everybody is waiting for the outconme of the Umo General Assenbly.
There is a lack of participation fromboth foreign and | ocal players,"
said an institutional dealer froma | ocal brokerage house.

As opposed to previous years where Umo del egat es rai sed contenti ous
i ssues, the tone of the debates were different this tinme around. The Prinme
M ni ster, Datuk Seri Dr Mahathir Mohanmad, hinsel f was happy with the
gual ity of the debates presented on the first day of the assenbly.

"l see that the focus is on strengthening Umo this year! | think it is
alittle different fromprevious years. This time, they are nore spirited
and | ook nore i ntent on tal ki ng about unity in the party and strengtheni ng
Umo. "

Those who expected "fireworks" didn't see any. Its absence obvi ously had
a positive influence on nmarket players or at the very least, a stabilising
effect on them - hence the noticeable | ack of selling pressure.

Umo | inked stocks, however, were flat but did not depreciate whichis a
good sign. This state of calmwas reflected in the weekly charts when many
"dojis" or "spinning tops" were seen

A "doji" and "spinning top" seen in a consolidation market inplies
i ndeci si on. But on bal ance, the majority of Western indicators we are
nmonitoring are still bullish.

Techni cal | y speaki ng, therefore, we tend to viewthe market as stil
positive. Perhaps, there could be a post Umo General Assenbly rally.

HLG Securities alludes to this viewwhen they said in a report that "The
trend for the past el even years indicate a very high probability that the
i ndex will recover in the week after the Umo CGeneral Assenbly.

For the |l ast coupl e of weeks, the MCA was enbroiled in a hot debate over
t he purchase of Nanyang Press Hol di ngs Bhd by Huaren Hol di ngs Sdn Bhd. The
deal involves buying a 72.35 per cent stake i n Nanyang from Hune
I ndustries. Despite having bei ng endorsed by 80 per cent of the
presidential council on May 23 and again in the May 30 central conmittee
nmeet i ng when 32 nenbers voted in favour of the takeover and 8 opposed,
critics were aplenty fromthe Chi nese community fearing that the
i ndependence of the daily would be prejudi ced by the takeover by a
political party.

To resolve this issue, the President of MCA, Datuk Seri Ling Liong Sik
called for an Extraordi nary General Meeting (EGW) to be held on June 24.

As this article was witten [ ast Friday, we have yet to knowif MCA
del egates will resolve toratify the purchase of Nanyang. But judgi ng from



Nanyang's price and vol une activity, we noticed that Nanyang's price did
not fall even after the controversy surfaced from May 30

On May 30, the price of Nanyang stock was at RW4. 80 (ex div). Last
Friday, Nanyang cl osed at RVb. 25, up 45 sen fromMy 30"s price.

One of the idiosyncrasies of the stock market is, when bad news can't

trigger afall in a stock's price, thenit is viewed as "strong".
Appl yi ng this adage to Nanyang, what the market players are saying
indirectly is, Nanyang shares are still viewed as "cheap” evenif the

del egates at the EGMreject Huaren's purchase.

Fortunately for those who bought Nanyang, this controversy has drummed
up alot of interest inthis stock. Assuming if the del egates at the EGV
reject the purchase, it is not the end of Nanyang.

By now, at |east two parties or consortiuns are keen to takeover
Nanyang, with one willing to pay as high as RVb. 10 per share. Qur
t echni cal anal ysis shows that buying interest in Nanyang i s very nuch
alive eventill last Friday. |If MCA del egates ratify the purchase, Nanyang
should rally further to test RVM6.90 if based on Elliott"s Wave theory.

Shoul d t he del egates reject Huaren's purchase, it is not inconceivable
for the MCA President to use another option - and that is to make an offer
of Nanyang shares to nenbers of MCA. Wth a paid-up capital of only 61.19
mllion shares, a 72.35 per cent stake will amount to 44.27 nillion shares
or 44,270 | ots.

I f i ndeed Nanyang is offered to MCA nenbers, there will nost probably be
a gross over-subscription, giventhe |linted nunber of shares avail abl e.

If this strategy is applied, then it will be along the sanme principle and
concept as that used on Miulti-Purpose Hol di ngs where unlisted shares were
of fered to MCA nenbers before it became a public-1isted conpany.

The way we see it, either way, Nanyang shares shoul d nove hi gher this
week.
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