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5 April 2010

Asia Pacific & Global Round-up

 Asian and global stock markets showed further signs of
developing a new up-trend last week after several months of
rangebound or corrective activity.

 Of course, the US market has been leading for a few weeks
having cleared its January high in mid-March, but the MSCI AC
World Index has only just made a new recovery high and Asia-
Pacific ex-Japan is still slightly below the January peak.

 In Asia, most markets are close to their January highs with the
crucial exception of Hong Kong. Signs were last week that the
Hong Kong rally (and most importantly all the major China plays
listed in Hong Kong) is finally gaining momentum and since the
H-shares index (HSCEI) is still some 10% below its November
peak of 13,800 we see strong upside potential in the short-term.

 Across the region, 10-week m.a.s are swinging up and this too
suggests that the rally is gaining momentum and is yet in its
early stages. It seems the medium-term cycle low that we were
looking for in March has come in and is about to be confirmed
(remembering that changes in direction of the 10-week m.a.
actually lag the index upturn or downturn by about a month).

 In other assets, commodities are promising once again to break
out to the upside while the most interesting technical situation is
on the US Treasury 10-year yield chart which appears poised
for quite a big move up if it breaks resistance at 3.90%.

 Anecdotally, we read that many institutions have recently
become buyers of Japan after a hiatus of several years.
Technically the Nikkei has certainly turned a corner of at least
medium-term significance, presumably because of that buying.
We note that relative performance is still muted though, due
obviously to the currently weak Yen.

Medium-term cycle trough almost confirmed
for Asian equities; HK-China market should
have greatest short-term upside potential...
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Key Recommendations

Trading Recommendations

1. Hold new trading long Japan, stop at Nikkei 11,000. Underweight

2. Hold increased trading long Korea, stop now at KOSPI 1,690. Top-up buy

on a move above 1,725. Neutral

3. Hold new trading long Taiwan, stop at 7,900. Underweight

4. Hold trading long Hong Kong, stop loss now at HSI 21,200. Top-up buy on a

move above 22,000. Neutral

5. Hold long China A-shares, stop loss at CSI 3,280. Underweight

6. Hold trading long Australia, stop at  ASX 4,800. Top-up buy on a clear move

above 4,950. Underweight

7. Hold trading long India, stop at SENSEX 17,200. Top-up buy on a clear

move above 17,600. Underweight

8. Buy Singapore on a clear move above STI 2,950. No position currently.
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MSCI AC World Index

The World Index has almost cleared its January peak and the 10-week m.a.
is turning up, on schedule for the medium-term (9 to12-month) cycle low we
were looking for in March.
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The Nikkei cleared its January peak at 11,000 early last
week and the trend is accelerating finally with the 12,000
area the obvious next target.

Japan - Nikkei 225 Index
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JAPAN BENCHMARK BOND -RY LD.10 YR (DS)
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JGB yields have risen to the top of the recent range but seem to have
strong resistance in the 1.40% p.a.

Japan Benchmark Bond 10-Year Yield
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MSCI AC ASIA PAC EX JP U$
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MSCI AC Asia Pacific Free ex-Japan Index

The A-P ex-Japan index is rising towards resistance from the
January peak at 432 and the 10-week m.a. appears to be starting
to turn up. This is the crucial point for confirmation or otherwise of
the medium-term cycle trough we have been looking for.
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KOREA SE COMPOSITE (KOSPI)
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Korea - KOSPI Index

The KOSPI is now testing the September - January peaks at 1,725. While we
expect resistance at this point, the fact that the Korean market has been in a
trading range for six months and the 10-week m.a. is turning up encourages us
to think that an upside breakout is quite likely.
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TAIW AN SE WEIGHTED
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Taiwan - SE Weighted Index

The TAIEX continued to rally slowly last week
and appears to be heading for the previous peak
at 8,350 or so. However, since  the 10-week m.a.
is still declining quite steeply there may be a
pullback before any new recovery high.
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Hong Kong - Hang Seng Index

The HSI reversed a temporary breach of its 200-day m.a. about
ten days ago and now seems to be ready for a stronger rally at
last as the 10-week m.a. turns up behind the index.
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HANG SENG CHINA ENTERPRISES
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Hong Kong - Hang Seng China Enterprises Index

The HSCEI has pushed strongly back above its 40-week
m.a. and the 10-week m.a. may now turn up in support of a
medium-term up move.
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China Securities 300 Index

 A-shares are back above their weekly moving averages and
may now complete the triangle pattern with a rally to 3,600 on
the CSI 300 Index. After, that the bull market proper could
resume with an upside breakout.
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Australia - S&P ASX 200 Index

The ASX has strong resistance at 4,900-4,920, but seeems to
be slowly working through it. As the 10-week m.a. turns up,
assuming it is going to, the uptrend should gather pace.
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India - BSE 30 Sensitive Index

The Sensex has arrive at resistanec from the previous peak at
17,600 where resistance is expected. However, as the 10-week
m..a. is turning up, the next move may a renewed rally perhaps
after a brief dip. That would be a bullish continuation in our book.
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Singapore - Straits Times Index

The STI is testing resistance from the previous peak at 2,950. As
the 10-week m.a. appears to be turning up, a breakout seems
more likely than not.
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Standard & Poor 500 Composite Index

The S&P 500 appears as of last Thursday to be moving out
of a flat spot and as the 10-week m.a. is now trending up
the advance should continue to the next big resistance,
which is expected at 1,220.
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US Treasury yields are pushing up on major resistance at 3.90% p.a.
A breakthrough here would likely lead to a quantum leap to, say,
4.50% p.a. in short order.

US Tresasury 10-Year Note Yield
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US Dollar Index

The DXY’s sharp dip last week may be a precursor to overturning the
breakout above 81 that took place about 10 days earlier. However, for
the moment the medium-term uptrend is intact as long as the 10-
week m.a. at 80.50 is not breached.
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DAX 30 PERFORMANCE
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Germany DAX 30 Index

The DAX appears to have cleared the major resistance shown here at
6,100 and, assuming the 10-week m.a. now turns up, a continuation of the
bull market now seems very likely.
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GERMANY BENCHMARK BOND 10 YR (DS)
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Germany Benchmark Bond 10-Year Yield

Bund yields are still holding near the bottom end of their recent range near
3.10% p.a. and may edge slightly lower on balance from here, but we do not
expect a major move either way in the near future.
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BRAZIL BOVESPA
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Brazil Bovespa Index

The BOVESPA has held up surprisingly well in recent weeks
and the “double top” theory is looking increasingly suspect.
The current rally looks capable of testing the 2008 all-time
high at 75,000 since the 10-week m.a. is turning up again.
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TR/Jefferies CRB Index TR
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Thomson Reuters / Jefferies CRB Index

The TRJ CRB Index survived another test of support
from the 40-week m.a. at 265 and seems to be again
promising to break resistance at 278. The next move
after that would be a test of the January peak at 294.
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Correlation

MSCI AC World Free Index US$ and Multi Assets Correlation

Euro Indices Correlation
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