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BARMAC UPDATE
15th March 2011 at 12:21 GMT
Barmac Indicator SELL Signal
Many readers, who have known us for a long time, know we have frequently over the past 20 years referred to an overnight Tokyo earthquake risk as being un-hedgeable. Well sadly and dreadfully we have such a disaster multiplied by a potential nuclear dimension. The obvious human cost is beyond comprehension and writing to you about its impact on our fund and markets in general feels crass.

That said we will now review the charts etc. The Castleton Growth Fund has been moving toward a hedged position over the past couple of weeks as our indicators weakened but we were still approximately 30% invested on Thursday. Additionally, via Neptune, Baillie Gifford and JP Morgan we had around 3% Japanese exposure, risk we were happy with as our indicators were showing relative strength and our strategy had been to slowly increase our Japanese holdings. 

The Fund has also been holding and quietly benefitting from a 2% exposure to Uranium mining companies (Denison Mines, Cameco and Uranium mining fund) all of which were rising in response to the very favourable demand dynamics for yellow cake over the next 5 to 10 years. The meltdown in Japan has knocked these holdings down approximately 25% yesterday and we do not envision a near-term dramatic recovery in the mining sector so will they be fully exited during the next few days.

The Japanese and Uranium holdings will probably cost the Fund around 1% in total and that is already in the price.

THE GOOD NEWS

The Fund is fully hedged and indeed cash holdings stand at over 50% today and will rise dramatically over the next week as liquidation proceeds are realised. The Fund is thus very secure if a full bear campaign unfolds which we suspect may be a possibility when we add the huge dislocation in Japan to already fragile Western economies. 

With QE potentially ending and eventually to be unwound, plus tax rises and spending cuts, the headwinds are gathering pace. We have not even mentioned the potential of problems with Libya et al also acting as a potential future shock. Thus the portents do imply that a bear campaign could be beginning but we will remain vigilant in protecting capital and if and when our next “buy” signal occurs we WILL buy for the rebound aggressively.  

CHART REVIEW

All the main market segments (FTSE 100, Mid 250 and Small Cap shown below) have now virtually simultaneously given Barmac SELL signals on the 2 day indicator. They have all broken trend support and look to be now subject to at least a medium term consolidation.

As a result we are moving all our portfolio’s to the maximum cash allocations (the Castleton Growth Fund is fully hedged to cash) and would expect market dislocations to continue for some weeks. We suggest that traders are not seduced by any large snap back rallies, as we would expect volatile conditions over the next week or so as news flow on the reactors etc creates kneejerk reactions.

We have again included the FTSE Bank Index in our charts which remain key to the overall long term health of the UK stock market. The Bank Index has traded sideways for 21 months with a rising floor. This floor has now broken and a fall below lateral support near 4500 would open the way for further declines. It remains our view that if the banks recover and break positively up out of the trading range then a fantastic all market bull will unfold. 

However, the opposite is the case if banks start to continue sliding. The banks were the epicentre of the “credit crunch” and thus any meaningful recovery is dependent upon banks joining any party.

Charts below……..
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This market report has been compiled, approved and distributed by Barmac Asset Management Limited and is for Professional Adviser use only.  

This market report is provided for information purposes only and do not constitute investment advice or considered as an offer to sell an investment or a solicitation of an offer to buy an investment. Whilst all reasonable care has been taken to ensure that the information contained in this market report is true and not misleading at the time of publication, Barmac Asset Management Limited make no representation as to the accuracy or completeness.  No reliance may be placed, for any purpose, on the information and opinions contained therein.  Barmac Asset Management Limited accepts no liability whatsoever for any direct and/or consequential loss arising from use of this market report or its content. Any forward looking statements contained within this market report are based largely on expectation and are subject to a number of risks.  These risks include, but are not limited to, risks and uncertainties associated with economic, political and market factors affecting trading volumes and securities prices.  Remember that past performance is not a reliable indicator of future results.  The value of an investment and any income from it can go down as well as up and may also decrease or increase as a result of changes in exchange rates between currencies.  Current tax levels and reliefs are liable to change. Investors may not get back the full amount originally invested.
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Barmac Asset Management Limited is authorised and regulated by the Financial Services Authority No: 448348    

Barmac Asset Management Limited is registered in England No: 5188063
 Registered address:  27a Lidget Hill, Pudsey, Leeds, LS28 7LG


[image: image6.wmf] 

_1315910814.doc
[image: image1.png]= Barmac Asset
Management








