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Barmac Update

5th November 2008 at 14:41 GMT

Barmac Indicator rapidly racing back towards the “buy” zone 

The four charts below are daily and weekly charts of the Mid and Small cap indices with the Barmac Indicator in the lower panel.  As can be clearly seen on the daily charts the Indicator is rapidly racing back toward the zero trigger “buy” zone and combined with a break of the recent downtrend, we may be seeing the start of a rally that may last longer than a few days.
However, we would expect markets to retrace a part of the recent bounce in the next few sessions once the Obama euphoria has passed. This potential retracement will help determine the nature and quality of the lows established during October and confirm a change of trend for the next few months. We are watching carefully how this bounce unfolds before committing monies to the market. 

Our caution is based upon the weekly charts which remain in deep oversold territory and have remained firmly in sell since summer 2007 and hint that any rally may only turn out to be a relief rally. 
That said, if a daily “buy” occurs we will look to invest monies in the market in our usual gradual basis of 25% at first and incrementing as the market rises (or not) and if this is followed eventually by a weekly buying confirmation then we would look to increase our exposure to a fully invested position (100% invested). 
If you look at the weekly charts you can clearly see how powerful and conclusive they have been in keeping out of danger during the last 18 months with even the strongest rallies not enough to tip them over to “buy”.

We are optimistic that a low of medium term importance has been established but are very fearful of the long term damage done to the economy by the recent collapse of the Western banking system. Our roadmap is for a prolonged soft depression lasting 10 to 15 years with the UK stuck in a Japan style deflationary economy and the equity market consequently trading broadly sideways for many years (3000 to 7000 approx). 
The rebuilding of the British banking sector will lead to much lower levels of credit, far more keenly secured with larger deposits and higher rates for years to come with a lovely overlay of regulation, regulation and more regulation. The economy will suffer a deep recession in 09/10 but any recovery will be slow and protracted over the years that follow due to a weak and fragile banking system and a Tory Government struggling to cut back a massive PSBR as a legacy of Brown’s profligate regime. 

May we add that Keynes is dead and it is best that he is not dug up. Government contra-cyclical spending already exists in spades via benefit system etc and the last thing any economy needs is economically illiterate politicians believing an ID card etc that will cost billions is a better use of our money than our own personal investment and spending plans. 
Still all politicians are essentially egotistical and as such think they have to act to save the economy (the world as well via the ridiculous climate change agenda which would be laughable if not so tragic with polar ice sheets now 34% greater than last year and the globe not having warmed since 1998) and will thus waste our money posturing at making Britain a better place. 

They will be in good company as the semi-socialist Obama will do likewise thus impoverishing future generations. Politicians are at their best when they do nothing and go away for very long holidays. We should encourage them to do so instead of lambasting them and moaning about value for money. They will never be value for money so the less they do and interfere the better value they will prove to be!

Still at least markets are trading slightly better and we will keep all posted as and when a buy is issued which we suspect will be in the next few days
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This market report has been compiled and distributed by Barmac Asset Management Limited and is for Professional Intermediary 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 should not be seen as a guide to future performance.  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 and Wales (No: 5188063)

 Registered address:  27a Lidget Hill, Pudsey, Leeds, LS28 7LG
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