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Preface |nvesting in Volatile Times
fash R 2015

The year of 2014, as we expected,
saw the Japan and U.S. markets
outperformed other major markets.

Shanghai A- shares outperformed the
H- shares on expectations that Beijing
will continue implement "Help the
market Policy" in 2015. The U.S.
market will likely continue to be one
of the most resilient markets this
year despite slower economic
recovery. The imminent interest rate
hike is worrying investors, especially
accelerated selling pressure on the
JPY and EUR. The lingering debt crisis
in the Euro zone has yet to see any
remedy. The prolonged Russian &
Ukraine conflict appeared to unrest
in the region. Falling GDP in China
stimulates the government to loosen
macro control and ease monetary
measures gradually.

An unstable and volatile global
market is being anticipated in 2015.
We expect Japan be one of the
outperforming markets this year
again as many positive stories begin
to deliver.

Japanese QE2 launched last October
was not enough. We are seeing
another QE needed to further sustain
the economy. Asset appreciation
cannot be neglected. Japanese
property market boom may continue
for several more years. With thanks
to the QE, we, JL Advisers Limited,
have been extending our Japanese

property investment advisories from
Asia to Europe working with many
renowned & experienced Japanese
players, listed companies and
developers nationwide.

JLA's core competence is centered on
Wealth Management & Investment
Advisory Services. We continue to
strengthen close working
relationships with our partners in
banks, asset management houses,
insurance companies, financial
institutions, accountants & legal
professionals, striving to provide the
best services serving our clients.

We cordially thank all of you our
esteemed clients and partners for
your kind help. Your continuous
heartfelt supports are very much
appreciated.

May God bless you all.

Joe Law, Managing Director
January, 2015
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Technical
Analysis
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Review & Outlook

Hang Seng Index 2014 2015

Last year we have made some
analysis on the 10 year HSI cycle and
use the findings to predict on the HSI
movement this year. Now it is a good
time to review if this model can give
us some edge for beating the market:

From last year's forecast

...based on the above observations for
the 10-year cycle for HSI, we have the
following guesses:

1. A major peak of HSI will appear in
the first quarter of 2014

The peak of first quarter appeared on
first week of 2014 (23469)

Comment: Bingo

2. A substantial drop of 25-35% of
index value from peak may happen
then and the drop will probably be
lasted until the end of May 2014.

Start from Jan peak 23469, it has
dropped down to 21137 on Mar 21 —
around 2300 points (10% drop). If
counted from 2013 peak (24111), the
drop % from peak was around 12.3%.
21137 on Mar 21 was the year low
time but there was another bottom
made on 9 May (21680).

Comment: Direction is correct. But
magnitude was just half of the
expected and the bottom was pre-
matured in late March. (Note: both
time and magnitude for this
downward cycle was shorter than
expected, which means buying power
prevail over sellers).

3. The index would rebound at least
until Sep 2014, with a magnitude of
around 20-25%.

The index has been rising from 9 May
until Sep 5 (from 21680 to 25362) —
around 17%. If we counted the year
low at Mar 21 (21137), the up % was
19.98%.

Comment: Bingo

4. There might be a second leg down
since Sep 2014 of a similar magnitude
of the first leg in point 2 (if followed
year 1994).

The index has been dropping from 5
Sep, up to now, the lowest point was
made on 19-Dec (22529), which mean
a drop of 25362-22529 = 2833 points
(which by now approximately equals
to the drop from 2013 Nov to 2014
Mar: 24111-21137 = 2974 points)

Comment: Bingo
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HSI Weekly Chart

5. The low in the next year (2015) Jan
might be the bottom of the index until
year 2018.

Comment: Not known yet. From
cycle analysis, there would be another
bottom occur around late January to
early February 2015.

Summary for 2014 forecast
Recalled from last year forecast, we
have mentioned:

"In technical analysis era, time is one
important area that many technicians
have been paying enormous efforts to
reveal the “true frequency” of the
market. Tuning to the right frequency
give us a significant edge in the
investment world since we can know
when the significant market turning
points may unfold."

For 2014, the timing for peaks and
bottoms seemed quite aligned with
the forecast with less than 1 month
discrepancy. For bull side investor,
from May 14 to Sep 14 was the
biggest bullish swing in the vyear
which almost covered the entire
range (low to high) of the year.

2015 forecast

Further to our last year’s forecast,
2015 January may give us the low of
the coming few years (up to 2017) if it
would repeat the 10-year cycle (c.f.
1995, 2005). As can be seen from the
charts, in year 1995 and 2005, the
fourth week of Jan (the fourth bar)
was the low of HSI from which the
index started to climb up until
important peaks (where crashes

happened) in 1997/2007 (not shown).
If same pattern repeats, a swing low
may happen at the end of January
2015, which would also be the low for
the coming 3 years.

Of course any forecast can fail. The
first signal that the above fail, would
be the bottom of Jan 15 (or the
bottom of Dec 14, whichever is lower),
were broken down. In trading strategy
terms, if one wants to long HSI in the
coming years, this point (minimum of
Jan 15 and Dec 14 low) is the strict
stop loss for him/her. Using a 1:1
projection against previous down
swings, the low in January would be
between 21000 to 23000 (see the
rectangle in last figure).
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Technical
Analysis

Review & Outlook

Shanghai A Share Index 2014 2015

Shanghai A share index has been one
of the brightest stock market in the
world in 2014. The index found its
year low in March 2014 (2066.88)
and started the bullish rally from July
till the end of the year. The close of
the year (3389) was almost the same
as the high of the year (3394).

Last year we applied a 4-year cycle
analysis on the Shanghai A share
index and pinpointed 2013-Jun was
possibly the turning point at which
the market change from correction
period to bull market period; which
was proven correct (at least for the
past year).

Review on last year prediction
...Shanghai A share index may find its
peak around 2450-2650 in the first Q
of 2014. Subsequently there might be
a two-legged correction to pull back
to near 1935 (but should not break
below it). The correction may end in

Results and review:

- The first prediction was a failure
(find the peak around 2450-2650 in
first Q 2014).

- The second prediction (two-legged
correction to pull back to near 1935):
the index pulled back to 2066 — not
too far from 1935 and did not break
below it. However, the correction
type was a sideway converging
triangle instead of 2-legged
correction.

- The third prediction (the correction
may end in 3Q of 2014 or 1Q of
2015): the correction ended at the
end of July and the big bullish rally
(breaking downward trend line)
begun then. (See below chart)

3Qof 2014 or 1Q of 2015.
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2015 forecast

In the outlook last vyear, our
assumption that 2013 June was the
start of the bull market have been
proven valid and subsequently we
would have a 4-year time for the
bullish market to run since 2013 June
(until 2017 Q2 or Q3).

Comparing with the previous bullish
cycles, this bullish cycle seem started
with a similar magnitude as the
previous one (started at 2005-June).

In the last bullish cycle, the peak was
made 28 months after the starting
point (2005-June). With the same
analogy, we may expect that 28
months after Jun 2013, i.e., 2015 Oct,
we would find an important point (a
peak) in the bullish market.

If the current bullish movement
resemble that of the last bullish cycle
(1:1 ratio), the Shanghai A share
index may even reach as high as
7300. Harmonic pattern analysis
suggest another possible peak at
5800 (BAT pattern) and 7400
(alternate BAT pattern).

We are not sure if the peak will
happen in this year but the target
measured above should be able to
reach by the end of this bullish cycle
(2017).

In summary, the Shanghai A share
index would remain bullish in this
year. Attention should be made at
around end of Q3/beginning of Q4
where a potential deeper correction
may start to take place.
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<t Global Market Review

2014 Review from Asset Management Team, BASE AM

Falling oil prices and heightening
default risk in Russia were the major
focus in December and these concerns
have driven down the global equity
markets, including the Hang Seng
Index (HSI). However, only few
markets can outperform and recorded
positive returns in the month of
December and that including the
China A-shares and H-shares.

Our house had actually foreseen this
outcome in months ago and got well
prepared for it. When people started
raising the concern on oil prices and
the default risk in Russia during
December, our house has already
increased our cash level substantially
to around 30% level as this risk has
already shown up on our radar
system since October while nobody
paying attention to this. Two months
ago, we already stated the following
in our monthly report:

"Among those, Russia could be a high
risk country that facing the economic
collapse or risk of debt default as
their economy is highly tied to the oil
revenue; however, with the US dollar
strength and the sharp fall in oil
demand, along with an oversupply of
oil, all these factors can contribute a
further crash in oil prices (down to
USS60 per barrel or even lower?) and
will lead to a contraction of Russia's
economy".

So, it proved our radar system of
monitoring the global systematic risk
works properly and it does help us to
react ahead of other fund managers
by imposing some precautionary

measures to manage the systematic
risk. Meanwhile, it also provides a
golden opportunity for us to cherry-
pick some deep undervalued quality
stocks or blue chips from investors'
panic selling actions as we have
already loaded up with lots of bullets
(cash).

During the month of December, we
saw huge selling pressure on all kind
of stocks (esp. oil and new energy
related) but huge buying only on
Banks and Insurance sectors. To us,
this kind of behavior was the
momentum play and irrational as
almost all investors were insane and
in hurry doing the same actions
before the vyear-end by unloading
their existing holdings and rushing
into the Financials sector on hope
that China will cut the banks' reserve
requirement ratio soon.

We think most of our clients should
notice that our house surely would
not join this kind of crazy game
because one of our key investment
philosophies is "We don't SPECULATE
by chasing the momentum. Instead,
we INVEST by paying attention on the
stocks that are trading at new low,
with the crowd is dumping, and
everybody is calling for sell". This
month, it showed a good example to
our clients that we were doing what
we said. When the market fell to the
lowest level in the mid of the month,
we started to use our ample cash to
build up new positions on some
heavily oversold large-cap energy
related stocks.

In terms of market performance, it
was also performing like what we
predicted in months ago that China
A-shares and  H-shares would
outperform the HSI. Last month, we
saw both China A and H-shares went
up while HSI went down. We don't
want to repeat our thesis here again
as the reasons have been stated in
our previous reports. Going forward,
we believe this theme will continue
to last for another couple of months
as the China A-shares will continue to
be supported by the easing of
domestic liquidity and imposing of
more structural change policies while
Hong Kong's HSI will be dragged by i)
the HK domestic companies with
slowing growth momentum; and ii)
liquidity outflow from Asia triggers by
the strengthening of the USS.

Although we feel positive on both A-
shares and H-shares and we do
believe A-shares could continue to
outperform H-shares, we decided to
take some profit on our A-shares ETF
exposure (with around 40% profit
gain) and switched in the H-shares
ETF as we believe the latter is much
cheaper with lower volatility and it
will eventually catch up the A-shares
performance.

In terms of global systematic risk
level, we continue to see a moderate
easing situation as i) China has
intensified the monetary easing cycle
by imposing further action to inject
another RMBS5.5 trillion into the
financial system; ii) impact of falling
oil prices on the Russia debt crisis is
contained; iii) impact of falling oil

prices on U.S. high yield markets is
contained. However, the moderate
dropping of the risk level doesn't
mean it's gone. For examples, the
U.S. Dollar continues to strengthen
and that will increase the threat from
the unwinding of U.S. Dollar funded
carry trades and continuous liquidity
outflow from Asia.

Apart from that, even though we
believe the Greece might no longer
be a systemic risk for the Eurozone,
the contagion effect still exists if the
whole European economies continue
to deteriorate. As such, we just
slightly cut down the cash level by
few percentages and maintaining the
cash level at around 20%.

For the whole year of 2014, our
aggregate portfolios were up about
20% which was far better than the
peers group and the HSI. Indeed, the
year of 2014 was a tough year for the
managers to get positive returns for
clients. We believe our consistent
outstanding performance is mainly
contributed from our prudent
investment philosophy and
methodology, our hard work on
research, disciplined, patience to wait
for the values to unlock, and better
control on our investment
psychology. All these can be proved
from the statistics.

We believe the above results can
show our superior performance is all
coming from skills instead of luck and
we will continue to do our best in
order to deliver good absolute return
to clients in the long run.



Market
Review

Equity Market Review

2014 Japan Equity Market

After crowning one of the star-
performing markets in 2013, the
Nikkei Average 225 ("the Nikkei") lost
momentum quickly after the turn of
the vyear. The Japan benchmark
endured a dampening start and had
fallen from JPY16,000 level, plunging
7.6% in January. Weaker-than-
expected U.S. factory orders in
February sent a shock wave across the
global financial markets.

At the same time, doubts were
looming on the sustainability of Japan
recovery and  effectiveness  of
Abenomics. The Nikkei lost nearly
JPY1,000 in the first trading week of
February, testing the psychological
support of JPY14,000 mark. Sentiment
of the broader market turned positive
in mid- February on expectations of
positive full year corporate earnings.
The Nikkei clawed back some lost
grounds in March and once returned
above JPY15,000 level. However,
nevertheless, the Japan benchmark

ranked one of the worst performing
markets, ended the 1Q down 8.2% and
closed at JPY14,827.

2Q began with the first consumption
tax hike in 17 years (from 5% to 8%) as
the Prime Minister Mr. Abe upped his
effort to bring the country out of the
deflationary spiral. The tax hike served
as a positive catalyst for companies in
the automobile, household and
housing sectors as consumers rushed
to capture the "3% discount" before
the increase was effected on 1st April.

However, investors were less positive.
They saw worrying signs that domestic
consumption was returning to a
stoppage and inflation growth target
was derailing. The Nikkei briefly
touched the JPY15,000 level in early
April but quickly fell below JPY14,000
mark. In May, the broader markets
lacked clear directions and largely
trended in the range of JPY14~14,700
levels. Entering into June, investors

were buoyed by better-than-expected
corporate earnings and the Japan
benchmark closed the 2Q in positive
territory, gaining 2.1% at JPY15,162.

Positive market sentiment carried into
the second half of the year. The
growth of the U.S. economy was
gathering pace and investors were
increasingly confident of the trend:-
"Strong USD- Weak YEN". In Japan,
encouraging company earnings,
positive forward guidance and the
weakening YEN helped lift the broader
market sentiment. U.S. FOMC meeting
in September highlighted that interest
rate will "stay low for a considerable
time" was well welcome by the
market. The Nikkei climbed above
JPY16,000 level towards the latter half
of September. The Japan benchmark
ended the quarter rising 5.5%,
recorded a 2nd consecutive quarterly
gain and closed at JPY16,173. 4Q saw
market volatility intensified in mid-
October as economic data from the
U.S. and the Euro-zone disappointed
investors, prompting heavy sell-off
across the world financial markets.

However, risk-on appetite quickly

resumed and global markets
rebounded in a short space of time. On
31st October, the Bank of Japan took
the market by a complete surprise
after announcing an unexpected 2nd
round of quantitative easing. The
Nikkei jumped over JPY700 on the day
of announcement, capping one of the
best 1- day performances and off-
setting  the worst-than-expected
economic figures.

On the other hand, the FOMC meeting
in December showed an unlikelihood
of an interest rate hike in at least a
few meetings, global equity markets
were buoyed on the announcement.
The Greenback gathered further
strength against all major currencies,
coupled with a snap election victory
for Mr. Abe, paving the YEN sinking to
120 against the USD, the first time
since 2007. In the meantime, the
Nikkei, unfazed by risk-aversion owed
to plunging oil prices and potential
defaults of emerging countries, rose to
a fresh 7-year-high of JPY18,030 level
as the "Sell YEN, Buy Stock" carry-
trade returned. The Japan benchmark
ended 2014 in positive territory,
gaining 8% and closed at JPY17,450.
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NISEKO, 2 hours from New Chitose
Airport and Sapporo, the resort
complex has recorded over 400,000
visitors in 2014, making it one of the
most popular winter resort attraction
in the world.

Depreciation of YEN lowering travel
costs has been one of the driving
forces. Resort facility enhancement,
international standard of accommoda-
tions and restaurants have served key
attraction to foreign visitors. Towards
the year- end, many skiers around the
world has come to experience "the
World's Best Snow Powder". While
NISEKO has boosted Japan's most
famous ski resorts for long, it is now
looking beyond locality and aiming to
become the "World's NISEKO."

Last quarter, US Ambassador to Japan
Caroline Kennedy tweeted "I am
enjoying the snow in Hokkaido" and a
skiing picture brought surprises to the
local people. In addition, before his
second attempt of the office, Prime
Minister Shinzo Abe and his wife also
visited NISEKO. In 2013 when the
Ambassador visited, the total number
of wvisitors in Kutchan and NISEKO
reached a record 382,000.

According to the forecast of Kutchan
Association in 2014, with the YEN
continues to depreciate, the number of
visitors in September alone jumped to
46,000, an increase of 40 percent over
the same period. For the whole year,
the total visitation is estimated to be
around 420,000. What's more, the
number of foreign visitors using resort
facilities was twice as much as the

Japanese visitors.

Last but not least, at the "World Ski
Award" presentation ceremony held in
Kitzbuhel of Austria, November 2013,
NISEKO Area won the Excellence Award
of Japan (This award is dubbed the
Oscar of the ski industry, aimed at
recognizing the greatest contribution to
the ski industry enterprises and is the
industry's most honourable award). In
addition to naming the Best Ski Resort,
Niseko United and The Vale Niseko
within the same area were also highly
recognized by various awards.

Local investment has been very active
in new projects, such as the newly-
built luxury hotel “Wood (Ki) Niseko”
and the recently-opened long term
station- use capsule type hotel. A
commercial "shopping & dining"
complex named Hilton Niseko Village
has also begun operation.

Recently, many investors from Asia
and Europe, have come to NISEKO for
inspection and investigations (e.g.
hotels, sub- license, restaurants,
villas, apartments etc). Hokkaido
Shinkansen will also soon be
operating and expected to drive
more traffic to NISEKO.

A place that draws the world's
attention in offering spectacular
experiences of the four seasons in
Japan; you can expect to enjoy hot
springs while viewing the great
Mount Yotei. NISEKO and SAPPORO
of Hokkaido surely represent great
opportunities  for real estate
investment and developement.

ANISEKO

Winter Wonderland
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Rising Sun Rising

Japan as a Key Market for International Investors

Square Foot, Issue #213, February 2015

With the exception of the Koreas, Japan
may be Asia-Pacific's most impenetrable
location. While not politically insular in
practise or by coup it is still one of the
world's more enigmatic countries.
Despite an onslaught — and embrace —
of overseas culture, Japan has a clearly
defined identity. And since Shinzo Abe's
election to Prime Minister in 2012 it has
actively courted more social and
financial engagement in the world. “This
isn't the Japan you've known for the
past 20 years,” remarked Asia Bankers
Club CEO Kingston Lai at a Japanese
investment forum in January.

As a major global financial hub, Tokyo is
painfully  short of international
investment. But that is changing, thanks
to the now famous Abenomics and its
three arrows: increased spending,
structural reform and monetary easing.
Though the Yen hit an unsurprising low
in 2008 it's currently sitting at an
investor friendly 118 to the US dollar.
According to second quarter 2014
research by Colliers International, high
demand and limited supply are
compressing cap rates in all sectors,
high-end retail is trending up and
logistics demand is strong. On the
downside, the increased consumption
tax cut into real GDP figures, and could
do so again when the government
considers a second hike in October.
Nonetheless, “The survey of standard
land prices as of July 1 showed an
upward price trend for most locations
and all sectors nationwide,” said

Colliers. “It was the first time in six years
to see year-on-year increases for the
residential sector in the three major
metropolitan areas.”

So Abenomics seems to be working, but
there's a still a long way to go as well as
reason for caution. “Abenomics is still
on. The Bank of Japan can't stop
quantitative easing now. They still need
160 trillion Yen for it to sustain the
GDP,” argues Joe Law, managing
director of wealth managers JL Advisors.
Law, a resident of Japan for 11 years
with past stints at Nomura and Daiwa
among others, isn't totally sold on
Abenomics as a long-term solution. “I
don't believe in Abe, but the
momentum is there. It will move and it
will go up. But QE will increase, the
same way the US did it three times.”

Though the initial measures may seem
costly, is it possible the momentum is all
the country needed, and that positives
will come from negatives through sheer
volume of inbound investment? “It
could solve a lot of problems, like the
inflation problem. They targeted 2
percent but it's getting farther from that
every day. For big firms [growth] will be
okay, but SMEs are dying. The banks
won't lend money and they're suffering.
In the last few years they've come to
Hong Kong looking for opportunity,
especially in F&B. There will be more of
that in the next few years into Southeast
Asia. A lot of big names and big
companies are looking at Indonesia and

next will be India,” reasons Law. Next
could be Abe activating regional
domestic markets with subsidies and
encouraging Japan's blue chip firms to
overseas investment. Time will tell. Law:
“Can Abe pull this off? That's a huge
question mark.”

Other question marks include sustaining
economic growth, interest rate hikes, a
weakening Yen (though it makes it a
good time to buy) and natural disasters.
“The next round of QE could be the last
and that should send the Yen up. So
depreciation isn't that much of a worry,”
notes Law. Despite the consumption tax
people are spending and there's that
momentum. Earthquakes are a given,
but programmes of structural grading
and reinforcement reduce owner
exposure.

In the meantime the country pushes
forward. Infrastructure is always a
market stimulator and Japan has some
major plans on the horizon, most
obviously the 2020 Olympic Games, a
new super-high speed rail link to Osaka
and expansion at Haneda Airport. But
Japan is targeting doubled tourist
arrivals by 2020, and helping that along
will be hosting the Rugby World Cup
2019 — and opening the country to
integrated resorts, also known as
casinos.

Gaming industry analysts estimate the
Japanese casino market could be worth
US$40 billion i initial  locations

rumoured to include Tokyo, Yokohama,
Osaka and Okinawa, already a popular
tourist location. Discussion was delayed
until after the election and appears
back-burnered for the foreseeable
future (the first casino will not be open
in time for the Olympics) but the
revenue it could generate (Macau takes
39 percent of all gaming revenue) will
keep casino development high on Abe's
wish list if he hopes to pay for
everything else. There's no reason
casinos won't have the same market
impact on Japan as they did on Macau.

Even to Law's cautious eye, investing in
Japan is fairly low risk. For individual
buyers, Law likens Tokyo to Mid-Levels,
and secondary markets like Osaka and
Fukuoka to Tseung Kwan O, both wise
choices for different reasons. “The
downside is very limited. Look at the
land clause and even asset price, and
it's at the level of the 1970s and '8o0s ...
After the tsunami there weren't
enough raw materials and workers for
building, leading to a shortage of
properties in the country. But that
settled down and then came a boom
— new apartments and new offices.”
Even Chinese investors have put Japan
at the top of key market lists for this
year, this despite rocky Beijing-Tokyo
relations.

This article was originally published in
Square Foot, Issue #213, February 2015.
Copyright belpngs to the original publisher.
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