
 

 

 
  Chris Roberts

chris.roberts@hk.mizuho-sc.com
+852 2685 2412

22 April 2010 

  

India: The road to 100,000 
  Sensex: Secular bull market roadmap 
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 �  The bottom line: We have an extremely positive long-term view on the Indian stockmarket. The 
Sensex (last 17,473) should eventually exceed the 100,000 level. 

�  Our roadmap on India sees the April 1992 through September 2001 period as a completed 
secular bear market. From the 1992 low of 2,595, we expect a large five-wave advance to 
form.  

�  2010 will be mostly about partially correcting some of the gains from the November 2008 low of 
7,697. We’re expecting the index to grind out some further gains before the decline gets 
underway.  

�  Leading stock Reliance Industries (RIL IS – last Rs1,054) with a Nifty weighting of 12% needs 
to break above a triple top around Rs1,150 to set up a test of last year’s Rs1,267 peak.  

 …also this week 

 

 • China Property: House Under Siege. The bottom line: The sector is unattractive 
but following the recent steep falls there is a chance of some recovery rally. 

• The Last Picture Show. Shanghai A shares: Busy doing nothing. To play the 
continuation advance from this possible triangle we will be looking for a breakout 
above resistance at 3,336. 

• Scorecard: Trends, position sizing and capital preservation. 

The next edition of Madness of Crowds will be issue d May 6, 2010  
Please refer to pages 14 - 15 of this report for important disclosure and analyst certification information. 
The MHSC Group either does or seeks to do business with companies covered in its research reports. As a result, 
investors should be aware that a MHSC Group company may have a conflict of interest that could affect the 
objectivity of this report. Investors should consider this report as only a single factor in making an investment 
decision. 

Open Position 
This is not a perfect game. I 
compile statistics on my 
traders. My best trader 
makes money only 63% of the 
time. Most traders make 
money only in the 50 to 55 
percent range. That means 
you’re going to be wrong a 
lot. If that’s the case, you 
better make sure your losses 
are as small as they can be, 
and that your winners are 
bigger. 

Steve Cohen from Jack D. 
Schwager’s Stock Market 
Wizards 
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India: The road to 100,000 
In line with our secular bull market view on Asia we have an extremely positive long-term 
view on the Indian stockmarket.  

 

Fig 1  Sensex: Secular bull market roadmap 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

 

Our roadmap on India sees the April 1992 through September 2001 period as a completed 
secular bear market. From the 1992 low of 2,595, we expect a large five-wave advance to 
form, given that we have only completed waves i and ii of that  move we see considerably 
more upward scope and if our interpretation is correct then the Sensex (last 17,473) should 
eventually exceed the 100,000 level.  

Some patience will be required before we witness strong, consistent gains, 2010 will be 
mostly about partially correcting some of the 134% (as at the recent high of 18,048) gained 
from the November 2008 low of 7,697. We’re expecting the index to grind out some further 
gains in wave �  before the wave �  decline gets underway.  
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Fig 2  Nifty: Low energy advance 

 
Source: Mizuho Securities Asia Limited, Reuters 

 

Let’s switch our attention to the S&P CNX Nifty (last 5,245) to look at the price action since 
the 2008 low. Our preferred road map shows further strength, with the chance of a slight new 
all-time high, to complete wave � . It’s not an easy count because of the lack of energy in a 
long wave 5/ of 3, which was formed on consistently falling volume and momentum. But 
there has been some evidence of renewed momentum (the overbought/oversold indicator 
has broken above its downtrend line). A close below February’s 4,675 low would suggest that 
the wave 2 decline is already underway.  
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Fig 3  Reliance Industries: Triple top around Rs1,150 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

 

The top five stocks in the Nifty account for almost 40% of the index’s weighting. The index’s 
most important stock is Reliance Industries (RIL IS – last Rs1,054) with a weighting of 12%. 
The stock needs to break above a triple top around Rs1,150 to set up a test of last year’s 
Rs1,267 peak. A close below support at Rs959 would give the chart more of a rounding top 
formation look. 
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Fig 4  Infosys: Moderating ascent, ICICI Bank: Hesitation around Rs1,000 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

 
Infosys (INFO IS – last Rs2,712) accounts for some 8% of the Nifty, it remains in a strong 
uptrend although the angle of ascent since August last year has moderated. A trade above 
the recent Rs2,870 high extends the advance. First support is at Rs2,606 but it would need a 
close below the upchannel to indicate that a correction was underway. 

ICICI Bank (ICICIBC IS – last Rs952) has a 7% weighting in the Nifty. In late February the 
stock broke out of a 4-month triangle reaching a new recovery high of Rs1,010. The stock 
remains in an uptrend it would take a move below the spike low of Rs856 to indicate a top 
was in. The stock peaked in 2008 at Rs1,455. 
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Fig 5  L&T: Rangebound and HDFC Finance: 12-month ceiling 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

 

Larsen & Toubro (LT IS –last Rs1,578) represents 6.5% of the Nifty. The stock has been 
rangebound for 10 months; over time support has formed at Rs1,305-1,390 and resistance at 
Rs1,660-1,730. A confirmed break either way will determine the next significant move for the 
stock. A close below Rs1,543 would suggest a test of support.  

HDFC Finance (HDFC IS – last Rs2,705) accounts for 4.5% of the index. Since May 2009 
HDFC Finance has been finding resistance at Rs2,737-2,866, a confirmed break above this 
resistance zone would set up a test of the 2008 all-time of Rs3,262. Some weakness would 
be signalled by a close under Rs2,561. 
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China Property: House Under Siege  
There’s been a hint of desperation in the China property sector in the past couple of weeks 
with some steep declines on large volumes; the falls have derailed the rally off the January 
lows. 

 

Fig 6  China Property Index: Rolling over? 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

 

We have created an equally weighted China Property Index with seven Hong Kong listed 
stocks: Agile Property (3383 HK), China Overseas Land & Investment (688 HK), China 
Resources Land (1109 HK), Guangzhou R&F Properties (2777 HK), Hopson Development 
(754 HK), Renhe Commercial Holdings (1387 HK) and Shimao Property (813 HK). 

The index shows that following a 300% surge from the October 2008 low that topped in July 
last year at 100 there was a double top – in December the index climbed back to 99. This 
month the index got as high as 91 (a gain of 28% from the January low) before rolling over 
again. The 40-week WMA has rolled over and the chart looks to be forming a rounding top. 
The sector is unattractive but following recent steep falls there is a chance of some recovery 
rally. 
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Fig 7  HK Property Index: Drifting 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

 

We have also taken seven Hong Kong property stocks to form an equally weighted index. 
The stocks in the index are: Cheung Kong (1 HK), Hang Lung Properties (101 HK), 
Henderson Land (12 HK), Kerry Properties (683 HK), New World Development (17 HK), Sino 
Land (83 HK) and Sun Hung Kai Properties (16 HK).  

There’s been good correlation between the Hong Kong and China property stocks in recent 
years with the main difference just being beta – the China stocks are far more volatile.  

The HK Property index’s rally off the November–2008 lows peaked in October 2009 at 405 
after a 131% rally. The index has since been rangebound, with the October high a barrier 
and important support now at February’s 322 low.  
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Fig 8  HK Property Index / China Property Index ratio: Prefer Hong Kong 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

 

The ratio chart shows China’s big outperformance in the 2008-9 rally phase but from around 
the middle of last year the HK property index has been outperforming. Using the change in 
direction of the 40-week WMA (rising 0.5% from a low or falling 0.5% from a peak) creates 
opportunities to trade the relationship.  

In addition, the Stretch Index shows when the relationship has gone too far in either Hong 
Kong’s or China’s favour and thus we can anticipate some reversion to the mean. The chart 
has been in the Prefer Hong Kong mode since the beginning of the year. 
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Fig 9  China Overseas Land & Investment: House of Pain 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

The chart of China Overseas Land & Investment (688 HK – last HK$15.24), the benchmark 
stock for the China property sector, is in bad shape following the strong reversal earlier this 
month from resistance around HK$18.50+. There are a lot of buyers trapped in the stock at 
higher prices which will make recovery slow and difficult. We would avoid the stock and if still 
long look to exit scale up into a recovery. 

 

Fig 10  SHK Properties: Support starts at HK$114.10 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

SHKP (16 HK – last HK$115.20) has more of a rangebound look, with resistance at 
HK$121.50-130.00 and support at HK$97.50-102.10. The stock is not attractive technically 
but is in better shape than COLI. A close below HK$114.10 would suggest a visit to the 
support area.  
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The Last Picture Show  

Fig 11  Shanghai A Shares: Busy doing nothing 

 
Source: Mizuho Securities Asia Limited, Updata Professional, Bloomberg 

 

�  The launch of the CSI300 stock index futures reminds us that there is a stockmarket in 
China. Things have been pretty quiet on the A share front since last year’s peak. 

�  The China A share index (last 3,180) peaked at 3,651 last August and then fell by about a 
quarter in one month bottoming at 2,770. The contracting price action following the two 
extremes gets us thinking about a triangle. 

�  Triangles are continuation patterns, so if the price action since August is a triangle another 
advance will occur. Elliott triangles have five legs (labelled A-E) so as long as 3,031 is not 
broken we have potentially completed the triangle. 

�  Triangles are about decreasing volatility and decreasing interest (i.e. volume) and despite 
this week’s excitement volume continues, on balance, to fall. 

�  To convince us that we want to play the continuation advance from this possible triangle 
we will be looking for a breakout above resistance at 3,336. We will be watching carefully 
for a trade setup in the coming weeks.   
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Scorecard: Trends, position sizing and 
capital preservation 
We are on a roadshow in the US next week and as MOC will be out of action until Thursday 
6 May, we thought we’d update the Scorecard again this week. 

The idea of MOC is to give technical views on all sorts of asset classes but in particular Asia 
ex-Japan equities. We try and provide a flow of ideas which will always come with a 
recommended stop loss (stop close only in our case) to provide an approximate idea of 
risk/reward. 

We are trend followers and all our recommendations will be in line with the major trend (as 
defined by the direction of the 200-day WMA). We are looking for multi-month moves. 

Following our recommendation to go 200% long a Kospi 200 ETF last week, a few clients 
have asked how they should interpret that. Here’s how we view it: if we were running the 
recommendations as a portfolio we would look to risk between 0.2-0.5% per trade - so a 
200% long recommendation would mean risking between 0.4-1.0% of a portfolio.  

Technical analysis is what is known as an “expert” system; a rule based and process driven 
approach to investing. We know no more about Samsung Electronics than we do about 
China Coal, and thus risking a constant percentage of equity on each trade is a logical 
approach.  

As trend followers we are hurt by two things: high volatility or choppiness and changes in 
trend. By keeping risk low we preserve equity – for example if we risked 0.5% of equity on 
each trade and had 20 losing trades in a row we’d still have more than 90% of our account 
left, a recoverable situation. If the 21st trade recommendation resulted in a 100% advance, 
we would make back half the losses incurred by those 20 losing trades. 



 Technical Research  |  chris.roberts@hk.mizuho-sc.com  

13 

 

Scorecard  2010 

Recommendations highlighted in Madness of Crowds     

 
Long trades 
Open positions Bloomberg Date 

recommended 
Position Country Entry 

price 
Last 

price 
Gain/(loss) 
since trade 

date 

Stop loss 
(close only)* 

Other 
instructions/comments 

China Oilfield  2883 HK 05 Mar 2010 100% HK 11.25 10.760 -4.32% 9.84  
Yitai Coal 900948 CH 01 Apr 2010 100% CH 9.71 10.399 7.11% 8.69  
Kodex 069500 KS 15 Apr 2010 200% KS 23120.05 23245.000 1.08% 22400.00  
Avg return (%)       1.29%   

* A close below this level will result in the position being removed at the next day’s VWAP 

Short trades 
Open positions Bloomberg Date 

recommended 
Position Country Entry 

price 
 Last 

price 
Gain/(loss) 

since trade date 
Stop loss 

(close 
only)* 

Other 
instructions/comments 

Hang Seng H-Share ETF 2828 HK 12 Mar 2010 100% HK 121.4477  123.50 -1.7% 133.90 Sell-short another 100% if 
ETF trades below HK$112.30 

Yamana Gold AUY US 25 Mar 2010 100% US 9.7960 1 10.07 -2.7% 10.70  
Zijin 2899 HK 25 Mar 2010 50% HK 6.2165  6.47 -2.0% 6.75 Sell-short 50% at market and 

50% on a trade below 
HK$6.04 

Avg return (%)        -2.1%   
1 Average price 
* A close above this level will result in the position being removed at the next day’s VWAP 

Recommendations not yet executed 
Open positions Bloomberg Date 

recommended 
Position Country Entry 

price 
Last 

price 
Gain/(loss) 
since trade 

date 

Stop loss 
(close only)* 

Other instructions/comments 

China Merchants Holding 144 HK 18 Mar 2010 Buy 100% HK 30.50 28.40  28.10 Buy 100% on a trade above 
HK$30.50 

Anta Sports 2020 HK 15 Apr 2010 Buy 100% HK 13.98 13.66  12.40 Buy 100% on a trade above 
HK$13.98 

Celltrion 068270 KS 15 Apr 2010 Buy 100% KS 20950.00 18900.00  18350.00 Buy 100% on a trade above 
20,950 won 

* A close below this level will result in the position being removed at the next day’s VWAP 

Closed out positions 
Open positions Bloomberg Date 

recommended 
Position Country Entry 

price 
Exit Price % Gain/(loss)* Other instructions/comments 

HKEX 388 HK 05 Mar 2010 100% HK 129.81 139.90 -8.21 Bought at 12 Apr 2010 at HK$139.90 against 
a stop of a close above 140.00.  

Cheung Kong 1 HK 05 Mar 2010 100% HK 96.30 104.84 -9.14 Bought at 12 Apr 2010 at HK$104.84 against 
a stop of a close above 103.90. 

Dongfeng Group 489 HK 07 Apr 2010 Buy HK 13.85 12.11 -13.56 Sold at 19 Apr 2010 at HK$12.1092 against a 
stop of a close below 12.28. 

Avg return (%)       -10.30  

* Includes 1% per completed trade for slippage and commissions 

Source: Mizuho Securities Asia Limited 
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Fundamental Ratings for Companies Mentioned in This Report 
 
Company Name (Bloomberg code) Date of 

Recommendation Recommendation Disclosures1 

Anta Sports (2020 HK)  NR  
Agile Property (3383 HK)  NR  
Celltrion (068270 KS)  NR  
Cheung Kong (1 HK)  NR  
China Merchants Holding (144 HK)  NR  
China Oilfield (2883 HK)  NR  
China Overseas Land & investment (688 HK)  NR  
China Resources Land (1109 HK)  NR  
Dongfeng Group (489 HK)  NR  
Guangzhou R&F Properties (2777 HK)  NR  
Hang Lung Properties (101 HK)  NR  
Hang Seng H-Share ETF (2828 HK)  NR  
HDFC Finance (HDFC IS)  NR  
Henderson Land (12 HK)  NR  
HKEX (388 HK)  NR  
Hopson Development (754 HK)  NR  
ICICI Bank (ICICIBC IS)  NR  
Infosys (INFO IS)  NR  
Kerry Properties (683 HK)  NR  
Kodex (069500 KS)  NR  
L&T (LT IS)  NR  
New World Development (17 HK)  NR  
Reliance Industries (RIL IN)  NR  
Renhe Commercial Holdings (1387 HK)  NR  
SHK Properties (16 HK)  NR  
Shimao Property (813 HK)  NR  
Sino Land (83 HK)  NR  
Sun Hung Kai Properties (16 HK)  NR  
Yamana Gold (AUY US)  NR  
Yitai Coal (900948 CH)  NR  
Zijin (2899 HK)  NR  
Note: NR = Not Rated 
Source: MHSC Group 
 
Important Disclosure Information 
Where “disclosure date” appears below, this means the day prior to the report date for securities listed on the Hong Kong Stock Exchange. For all other 
securities, it means the end of the month preceding the date of this report, unless that month end is within 10 calendar days of the report date in which case the 
disclosure date is the end of the preceding month.  All share prices quoted are the closing price for the business day prior to the date of the report, unless 
otherwise stated. As at the disclosure date, the following applies :- 
Company Disclosures 
1. Mizuho Securities Co., Ltd. and its affiliates (collectively, the “MHSC Group”) have verified that there are no relevant disclosures for the securities 
mentioned in this report. 
 

Mizuho Securities Asia Limited Ratings for Fundamental Research 

Mizuho Securities Asia Limited ratings are based on the following three definitions: 
BUY  Stocks for which our target price exceeds the share price by 10% or more as of the date of the rating, and/or which are expected to be among 

the stocks that provide the highest investment returns within their respective coverage groups.  

HOLD  Stocks for which our target price is within 10% of the share price as of the date of the rating.  
SELL  Stocks for which our target price is below the share price by 10% or more as of the date of the rating, and/or which are expected to be among 

the stocks that provide lower investment returns than stocks within their respective coverage groups that have “BUY” or “HOLD” ratings.  

NR  No rating. 

Guidelines for ratings 

Mizuho Securities Asia Limited is using an absolute performance rating system and our ratings are under constant review. The recommendation is based on 
implied upside/downside for the stock from the target price. A Buy/Sell Recommendation implies upside/downside of 10% or more, and a Hold less than 10% 
on a six-to-twelve month view. Should you require additional information on valuation methodologies used to derive the target price(s) please contact the 
author(s) of this report. 

Investors should be aware that share prices are prone to volatility. An investor’s decision to buy or sell a stock should depend on individual circumstances and 
other considerations. Recommendations should not be the only factor in making an investment decision. 
 
 
THIS RESEARCH HAS NOT BEEN PRODUCED IN THE UNITED STATES 
For the purposes of disclosure under FINRA rules, our ratings correspond to “Buy”, “Hold/Neutral”, and “Sell”, respectively. 
 
 
Analyst Certification 
Each research analyst listed on the cover page of this report certifies that the views expressed in this research report accurately reflect the analyst's personal 
views about the subject security(ies) and issuer(s) and that no part of his/her compensation was, is, or will be, directly or indirectly, related to any specific 
recommendation or view expressed in this research report. 
 
As of the date of this report, no research analyst listed on the cover page of this report or his/her associate(s), does not have any interest (including any direct 
or indirect ownership of securities, arrangement for financial accommodation or serving as an officer) in any company mentioned in this report, knows or has 
reason to know of any conflict of interest at the time of publication of this research report that could influence the research analyst’s views in the report. 
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Disclaimer 
This report has been prepared by Mizuho Securities Asia Limited (“MHSA”), a subsidiary of Mizuho Securities Co., Ltd. (“MHSC”), solely for the purpose of 
supplying information to the clients of MHSA and/or its affiliates to whom it is distributed. This report is not, and should not be construed as, a solicitation or 
offer to buy or sell any securities or related financial products. 
 
This report has been prepared by MHSA solely from publicly available information. The information contained herein is believed to be reliable but has not been 
independently verified. MHSA makes no guarantee, representation or warranty, and MHSA, MHSC and/or their affiliates, directors, employees or agents 
accepts no responsibility or liability whatsoever, as to the accuracy, completeness or appropriateness of such information or for any loss or damage arising 
from the use or further communication of this report or any part. Information contained herein may not be current due to, among other things, changes in the 
financial markets or economic environment. Opinions reflected in this report are subject to change without notice. 
 
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. The report has been prepared without regard to the 
individual financial circumstances, needs or objectives of persons who receive it. The securities and investments related to the securities discussed in this 
report may not be suitable for all investors. Readers should independently evaluate particular investments and strategies, and seek the advice of a financial 
adviser before making any investment or entering into any transaction in relation to the securities mentioned in this report. 
 
MHSA has no legal responsibility to any investor who directly or indirectly receives this material. Investment decisions are to be made by and remain as the 
sole role responsibility of the investor. Investment involves risks. The price of securities may go down as well as up, and under certain circumstances investors 
may sustain total loss of investment. Past performance should not be taken as an indication or guarantee of future performance. Unless otherwise attributed, 
forecasts of future performance represent analysts’ estimates based on factors they consider relevant. Actual performance may vary. Consequently, no 
express or implied warranty can be made regarding future performance. 
 
Any references in this report to Mizuho Financial Group (‘MHFG’), MHSC and/or its affiliates are based only on publicly available information. The authors of 
this report are prohibited from using or even obtaining any insider information. As a subsidiary of MHFG and MHSC, MHSA does not, as a matter of corporate 
policy, cover MHFG or MHSC for investment recommendation purposes. 
 
MHSA or other companies affiliated with MHFG or MHSC, together with their respective directors and officers, may have or take positions in the securities 
mentioned in this report, or derivatives of such securities or other securities issued by companies mentioned in this report, for their own account or the 
accounts of others, or enter into transactions contrary to any recommendations contained herein, and may also perform or seek to perform broking and other 
investment or securities related services for the companies whose securities are mentioned in this report as well as other parties generally. This report has 
been prepared in accordance with MHSA’s internal conflict of interest management policies. Details of MHSA’s organizational and administrative controls for 
the prevention and avoidance of conflicts of interest are available upon request. 
 
Restrictions on Distribution 
This report is not directed to, or intended for distribution to or use by, any person who is a citizen or resident of, or entity located in, any locality, territory, state, 
country or other jurisdiction where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities 
into whose possession this report comes should inform themselves about and observe such restrictions. 
 
United Kingdom/European Economic Area: This report is distributed or has been approved for issue and distribution in the UK by Mizuho International plc 
(MHI), Bracken House, One Friday Street, London EC4M 9JA, a member of the MHSC Group. MHI is authorized and regulated by the Financial Services 
Authority and is a member of the London Stock Exchange. For the avoidance of doubt this report is not intended for retail clients. This report may be distributed 
in other member states of the European Union. This publication is distributed in Switzerland by Mizuho International plc, London, Zurich Branch, 
Loewenstrasse 30, CH-8001 Zurich, a branch, authorized and regulated by the Swiss Financial Market Supervisory Authority FINMA.  
 
United States: Mizuho Securities USA Inc., a member of the MHSC Group, 1251 Avenue of the Americas 33rd Floor New York, NY 10020, USA, contact 
number +1-212-209-9300, distributes or approves the distribution of this report in the United States and takes responsibility for it. Any transaction by a US 
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their Mizuho Securities USA Inc. sales representative. 
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