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	The construction industry has been in a doldrums since 1999’s peak with SES Const Index of more than 1100 points. The index hit a historical low of 144 in Apr 2003. What a drastic drop. However, it managed to rise to a high of 328 in late 2003 and currently, in a correction phase to digest the gains.
One may wonder why I choose to write this article on the construction industry which has been the weakest and worst sector amongst the others for the last several years. Both the fundamentals and technical data were unfavourable and most financial institutions and analysts do not like to cover this industry due to lack of investors’ interest. Even the retail investors are avoiding this sector, deemed as a sunset industry. 
Through these trying years, some of the construction companies were unable to sustain and many have bankrupted, some had undergone restructuring, takeover, judicial management, changed name, etc, etc. including the listed companies. There was only bad news for this sector most of the time, including the recent news on steep steel price hike causing an outcry from the affected companies.    

But, did anyone realise something is amiss? 
The SES Const Index reacted the reverse with positive gain when the rest of the indices were shedding blood on 12 Mar 04. Many players must be puzzled by this surprise gain and discounted it as another ploy to prop up the sector. They had been right many times in the past but this time, it is different and they are likely to be wrong. They are likely to miss out the best dishes on the dining table. 

For me, I had done my part to pick up some of the best dishes that were nobody’s favourite. There were so many penny stocks in this sector but the volume of trade speaks for itself, there is still not much interest by the market players. Years of accumulation of stocks by the big fish will show the true value of these companies when the time is right. 
Most of the other sectors had a good run since last Mar 03 and especially the manufacturing sector which was a bit stretched. Technically, the SES Const Index is not just bullish but extremely bullish. It is almost completing a large base with a head and shoulder pattern. The base formation started since Oct 01. The neckline would be around 330. Once the index breaks above this point, it spells the end of the downtrend for the construction industry and instead, with sustainable growth and price gain from then.  The first signal of the end of the downtrend was the key monthly reversal bar on the technical chart on May 03. Such a long reversal bar has never happened before in its chart. The reversal was further confirmed with high volume for the month. Another bullish signal was the high volume that accompanied the previous month which is Apr 03 when it was hitting new lows. This signified a possible panic sell off at the end of the downtrend and the reversal in May 03 confirmed it.   
Most would think that I’m a fool to bet that the construction industry would be a rising star soon. But, unfortunately, I don’t bet on my investment. I spent time studying and analysing it. Time will prove that I’m right and it won’t be a long wait. A head and shoulder base is a powerful bullish base. I’m delighted that the market forces had created such a pattern through the years. It’s a golden opportunity but a word of caution. The neckline at 330 must be broken with good volume in order for the pattern to be confirmed as bullish.  When that happens, I would be the first few or only person to have spotted such a trend change in this industry.   
The current chart pattern shows that it is still trending within the right shoulder. As the above analysed the sectoral industry chart, it is difficult to consider any particular counter to buy as some might have already risen quite a bit. Therefore, analysis of each individual counter is still necessary before deciding on an entry point. Some counters for consideration:
COMPANY

SUGGESTED BUYING PRICE

REMARKS

*CHIP ENG SENG 

15-16c

Same pattern as index. Near neckline and waiting for breakout at 17c

*IPCO

11-12

Corrected from high of 18C

*BBR 

3-3.5c

Corrected from high of 5c

*CSC

3-4.5c

Same pattern as index. Waiting for breakout at 8c

*STRIKE ENGR

5.5-6c

Consolidating to break above 6c
HUA KOK

5.5-6.5c

Base formation. Consider for long term buy
HOR KEW

5.5-6.5c

Base formation. Consider for long term buy

PDC

5.5-6.5

Corrected from high of 20c

UNITED FIBER

9-13c

Corrected from high of 21.5c and correction still on-going

*SHARES THAT I OWNED
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