
Fullermoney Plus
Global Strategy and Investment Trends by David Fuller                           http://www.fullermoney.com

Issue 215
17 September 2003

You are strongly advised to read the following:  This report has been produced and compiled by Stockcube Research Limited (“Stockcube”) which is regulated by the Securities and Futures Authority Ltd, according to the requirements of the 
Financial Services Markets Act 2000. It is distributed by Stockcube and is provided for information purposes only. Under no circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy. While all reasonable 
care has been taken to ensure that the information contained herein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be relied upon as such. From time to time 
Stockcube and any of its officers or employees may, to the extent permitted by law, have a position or otherwise be interested in any transactions, or investments (including derivatives) directly or indirectly the subject of this report. Also Stockcube 
may from time to time perform other services (including acting as adviser or manager) for any company mentioned in this report. The value of securities can go down as well as up, and you may not get back the full amount you originally invested. 
Derivatives in particular are high risk, high reward investment instruments and an investor may lose some or all of his/her original investment. If you make an investment in securities that are denominated in a currency other than that of GB Pounds 
you are warned that changes in rates of foreign exchange may have an adverse effect on the value, price or income of the investment. The investments referred to herein may not be suitable investments for all persons accessing these pages. You 
should carefully consider whether all or any of these are suitable investments for you and if in any doubt consult an independent adviser. This report is prepared solely for the information of clients of Stockcube who are expected to make their own 
investment decisions without reliance on this report. Neither Stockcube nor any officer of Stockcube accepts any liability whatsoever for any direct and consequential loss arising from use of this report or its contents. This report may not be reproduced, 
distributed or published by any recipient for any purpose without the prior express consent of Stockcube.

Fullermoney a division of Stockcube Research Limited   Suite 1.21   Plaza 535 Kings Road   London SW10 0SZ   UK
Website: www.fullermoney.com  Email: research@chartanalysts.com  Tel: +44 (0) 20 7352 5435  Fax: +44 (0) 20 7352 3185  Single Issue Price £3

Indian summer for global stock market rally
First the good news - Western stock market indices 
continue to range higher in an orderly fashion.  Trends for 
Asia’s leading markets have slowed, but there is no evidence 
that they are experiencing more than consolidations within 
uptrends.  The rise in government bond yields has been 
temporarily checked.  Sentiment has continued to improve.  
This is resulting in and also reflecting better economic data, 
with Asia and the US at the forefront.  Economic recovery 
and especially cost cutting have lifted corporate profits.  Last 
but not least, liquidity remains abundant. 

And the early warning signs - Long-dated government 
bond yields bottomed in June.  On average, as I recall, a 
significant peak in bond prices leads stocks by approximately 
6 months.  However this lead time can vary considerably, 
from almost coincidental in the event of a generally 
unexpected hike in short-term rates by leading central 
banks, to more than 6 months if there is little cause for 
rate increases by monetary authorities.  While the latter 
conditions apply today, we should assume that the next 
move by the Fed, ECB, BoE and BoJ will be to increase 
rates, although not even they know when.  This event will 
be anticipated by stock markets and most strategists expect 
rate hikes next year.  Meanwhile, sentiment towards stock 
markets continues to improve.  The crowd’s consensus view 
is a good leading, inverse indicator of risk and reward, 
because it reflects what investors have done.  In other 
words, if they are mostly bearish, as we have seen at 
every major low, the next change will be to become 
less bearish and commence buying stocks.  Conversely, if 
they are mostly bullish, they already own stocks (otherwise 
they would be schizoid) and the next big decision will 
be to commence selling.  Recently, several investment 
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managers, after expressing understandable satisfaction with 
their performance since March, have asked me if I still 
believe this is just a very good rally within a secular bear 
market?  Reading between the lines, they suspect it won’t 
last, although it would be nice if it did.  Nothing is 
certain but the weight of history strongly suggests that Wall 
Street will range within a broad sideways trading band, at 
best.  Japan and most emerging markets should do better, 
although not during downturns for the US market.

How will the current rally eventually end? - It could 
accelerate, which is less difficult to assess technically, but 
is more likely to end with an overall loss of upward 
momentum.  In this case, an important danger signal 
would be a clear increase in single-day downward dynamics, 
relative to the upward dynamics that have characterised 
most market action since March.  Breaks in the progression 
of higher reaction lows by a number of indices would signal 
trend deterioration.  Lead indicators could be bank shares, 
which reflect confidence, as do high-beta stocks such as 
technology.  

How I’ll play it - I have yet to reduce my equity exposure, 
preferring to run with orderly trends while they persist, but 
I’m very unlikely to increase positions.  Meanwhile, I become 
less bullish as markets rise and would lighten on further 
strength, especially in the event of trend acceleration by 
leading indices.  I expect to see significant peaks in 2004, 
but hopefully not earlier.  I may rotate some holdings, and 
this would be mentioned first in the Subscriber’s Audio.  
Currently, my positions and approximate weightings are 
unchanged from FM231.

Best regards - David Fuller


