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InsiderAsias model portfolio

rading on Bursa Malay-
sia was lethargic in the
holiday-shortened week
as Wall Street tumbled
and a range of external
concerns heightened.
Trading volume fell to around 500-
600 million shares per day as inves-
tors stayed on the sidelines. None-
theless, the FBM KLCI still managed
to gain seven points or 0.6% for the
week, ending at 1,267 points.

Global stock markets were broad-
ly lower amid concerns ranging from
interest rates to sovereign debt prob-
lems — this time in Greece after
the Dubai debacle. This had con-
sequences on the euro-US dollar
exchange rate, which also affected
commodity prices and quite likely
speculative “carry trades” betting
on a continued depreciation of the
greenback.

Wall Street was spooked after a
jump in wholesale prices sparked
inflation fears and concerns the
Federal Reserve would be forced
toraise interest rates. At the conclu-
sion of the two-day FOMC (Federal
Open Market Committee) meet-
ing, the Federal Reserve opted to
keep US interest rates unchanged
as expected.

Signs ofrising inflation may also
prompt central banks globally to act
sooner than expected, although most
economists expectloose monetary
policy to stay throughout 2010. The
economic picture remains mixed.
While November’s unemployment
rate dipped unexpectedly, initial
claims for jobless benefits rose 7,000
to a seasonally adjusted 480,000
in the latest week, compared with

expectations for a fall of 9,000.
Other economic news from the

US were slightly better. The index
of leading economic indicators rose
for the eighth consecutive month in
November, while mid-Atlantic area
manufacturers saw rising activity. But
they failed to boost sentiment as new
concerns elsewhere emerged.

While concerns over Dubai’s
debts have largely subsided due to
assurances by Abu Dhabi, atten-
tion has shifted to Greece after S&P
cut its credit rating to triple-B-plus
from single-A-minus. Concerns over
Greece’s large deficit and debts, and
the prospect of potentially higher
future US rates, saw a flight to safety
and boosted the US dollar versus
the euro. ‘

The stronger US dollar caused a
plunge in commodity prices, espe-
cially gold. As the greenback rises,
this could also lead to the unwind-
ing of some “carry trades” leveraging
on the weak US dollar against riskier
assets in stocks and commodities.
Such carry trades are acknowledged
to have lifted commodity and stock
prices higher than they should in the
last few months.

We expect global markets to con-
tinue treading cautiously in the near
term. Investors may opt to take some
money off the table pending greater
clarity on the world’s economic and
financial health for nextyear — par-
ticularly after the very strong gains
in equity markets for 2009.

Portfolio review

Our basket of 18 stocks traded flat
last week, declining 0.1% compared
to the FBM KLCI's 0.6% rise. This in-
cludes DiGi’s special dividend of 75
sen, which we included last week.
Including our large cash reserves (for
which no interest is imputed), the
total portfolio value fell by a smaller
0f 0.07% to RM510,160.

Our model portfolio’s total value
and returns represent a significant
achievement compared with our
initial capital of just RM160,000. We
started the model portfolio on March
3, 2003. Our total profits are very
substantial at RM350,160. Of this
amount, RM223,866 has already been

realised from earlier sales, including
RM1,500 from DiGi’s latest special
dividend of 75 sen per share, recog-
nised last week. As we earlier noted,
our cost for DiGi has been effectively
free for some time, thus all dividends
are added to realised profits.

Our model portfolio continued to
register a hefty return 0f218.9% com-
pared with our capital of RM160,000.
By comparison, the FBM KLCI was
up by 95.9% over the same period,
even though it has been less repre-
sentative of the broader market’s
performance.

Reflecting the weak broader mar-
ket performance last week, we had
only three gaining stocks as compared

to ten losing ones while five were
unchanged. The gainers were 3A Re-
sources, DiGi and Faber Group. At the
other end, Dijaya, Ireka and Pantech
were among the notable losers.

We are keeping our portfolio
unchanged.

Note: This report is brought to you by
Asia Analytica Sdn Bhd, a licensed in-
vestment adviser. Please exercise your
own judgment or seek professional
advice for your specific investment
needs. We are not responsible for your
investment decisions. Our shareholders,
directors and employees may have posi-
tions in any of the stocks mentioned.
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