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Good morning.  Russell Napier has spoken. In a new report today, his view its that  the bear market rally will not be over until the S&P nears 400. For the party to end, two major indicators:- 

         Inflation at 4%. In 1968,1973,1987,2000 and 2007 when inflation rose above 4%, there was material changes in equity prices. Its now at 1.9%. 
         Bond yields to reach 5% to 6.5%. Its now at 3.88%. 
Long and short: In a period of quantitative easing we cannot see inflation at the 4% level. We are thus in a period of prolonged market rally accompanied by economic and earnings recovery (attached is the report).  Paul Krugman is also in the positive camp highlighting that the recession might be over by September. 
Whilst the gurus have spoken, feedback from clients is that they are nervous following the strong run-up in markets and are expecting some pull-back in the immediate term.  BUT the majority also believe that the underlying momentum remains strong and will take this opportunity to accumulate. I am so confused myself. An exasperated client who has been  in the business for more than 20years told me after a few drinks, that fundamentals matter no more and that you just have to go with the flow. Scary – this is the same person who is always asking for justification on stock calls and analysts assumptions and models! 
Over here in Malaysia,  foreign reserves rose by USD600m to USD88.3bn as at end May from USD87.7bn as at end April, the first monthly gain in 10 months. One of the factors is portfolio flows but we our flows certainly don’t indicate it. We have been  consistent NET SELLERS since the start of the year. TAK BOLEH. 
There is some excitement in the oil and gas sector with the 14th Annual Asia Oil & Gas Conference on going in KL. Analyst Jon Oh was at the signing ceremony on an MoU between the Johor state government and Dialog to conduct a feasibility study of a new deepwater terminal in Pengerang and came back excited. 
This prompted his report today. The project is to be built over 500 acres of reclaimed land near the proposed third link to Johor on the east side. This will be SE Asia’s largest independent deepwater petro-terminal which will target VLCCs and large LNG tankers.  Upon completion the terminal will have the capacity of up to 5million cu m which is 12x the size of Dialog’s Kertih terminal. 

Jon believes that the project will reach about 20% of its full potential by 2013 which could accrue up to RM1.5bn in EPCC rev. At the EBITDA level, upon completion (assuming 7% profit margin), it potentially generate EBITDA of RM130-150m. This will translate into sum-of-the parts valuation up another 70sen/share from our target price of RM1.40. We are not incorporating the new contract in our forecast yet, but just based on existing nos. 3 year Cagr is at 21% and FY10 PER of 14.1x valuations are decent. 
This is a BUY in my books for a small-cap exposure.  The stock has lagged the likes of KNM in the O&G space. The only drawback is that it is not very liquid with average daily value traded at USD1.5m. BOLEH. 
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======================================================================
Murphy Oil makes two new discoveries off Sabah, Sarawak 
NEW YORK, June 12 — Murphy Oil Corp said today it has made two additional discoveries in offshore Malaysia, one of them near its Kikeh field.

“We are pleased with the well results and hope to tie these discoveries into our nearby major fields in the future,” President and Chief Executive Officer David Wood said.

He said the discoveries would contribute to continued growth of Murphy Oil’s Southeast Asian operations.

The oil exploration company, based in El Dorado, Arkansas, said the first discovery was made at the Siakap North prospect in Block K, offshore Sabah.

The Siakap North discovery is 10km from Murphy’s Kikeh field in approximately 4,300 feet of water. The well encountered oil-bearing pay sands of a similar age and quality as Kikeh, it said.

Development options including a tieback to Kikeh are being evaluated, said Murphy, which holds an 80 per cent working interest and serves as operator. Petronas holds the other 20 per cent stake.

A second discovery was made at the East Patricia prospect in Block SK 309, offshore Sarawak. The well found approximately 230 feet of net natural gas and was drilled in 89 feet of water. East Patricia is 37km from the Bintulu onshore gas receiving facility under construction for the Sarawak natural gas development.

Murphy maintains a 60 per cent working interest and serves as operator, while Petronas holds the remaining 40 per cent.

Murphy Oil stock was down 1 per cent at US$59.91 (RM209.68) in morning trading on the New York Stock Exchange. — Reuters

	My point of view :

With the discoveries above, Malaysian PLC Players involving in either or both the

upstream and downstream Oil & Gas Industry support and services groups are in for 

better times as more jobs means longer substainable incomes guaranteed (especially 

now that Crude oil prices are set for further increases the days ahead and was quote to stabilize at US$90 in 2020 by Algerian Energy Minister whose Country is an OPEC member, article enclosed below for your easy referenc) and this augurs well for their balance sheets as well as their respective share prices too.

============================================================

	
	Oil prices likely at US$90 in 2010, says Algerian minister
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Chakib Khelil

 

 

 



ALGIERS : Oil prices could stabilise in the second half of 2010 at around 90 dollars a barrel, Algeria's Energy Minister Chakib Khelil said Saturday. 

"The oil market will stabilise when the price of a barrel is at 90 dollars. This level should be reached between the middle and the end of 2010," Khelil said in Algiers, according to the APS news agency. 

Khelil said the current oil price, which has been rising and is above 70 dollars currently, represents a "normal situation", due to a fall in reserves and the International Energy Agency raising their forecast for global demand. 

The minister said other factors behind the recent price rise were increased fuel consumption in America and the first signs of economic recovery in the US and China. 

Members of The Organisation of the Petroleum Exporting Countries (OPEC) were also sticking to their production quotas, Khelil said. 

"I don't think prices will continue to rise. They might stabilise or perhaps fall to 65 or 70 dollars a barrel," he added. 

Oil prices retreated on Friday after a week of rises, due to the effects of profit-taking encouraged by a US dollar rebound. 

Light sweet crude hit 72.04 dollars in New York, a fall of 64 cents compared to its closing price on Thursday. 

- AFP /ls 
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