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Yesterday’s sell-off — reaction to a spirited rebound.
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Up until yesterday’s sell-off, the Financials had rebounded by nearly 50 percent from the UK equity
market’s low point early last month. The Banks alone were up by 60 percent and the Real Estate sector
up by nearly 40 percent. A few cyclical sectors, notably Mining and the much smaller Autos & Parts and
Industrial Engineering sectors, also rose sharply. All these sectors gained a lot in a short space of time.
But then, having fallen to distressed levels, they had also lost a lot.

The FTSE 100 has now come up against an area of resistance that stretches from around 4100 up to
around 4250. Also, the FTSE 250 and especially the FTSE Small Cap index are actually overbought.
Interestingly, the FTSE 100 is not, owing no doubt to the representation of the defensives in the index.
They were about half of the index in early March. They are a little less now - by our reckoning about 43
percent.

This makes us think that yesterday’s sell-off is a reaction to the spirited rebound of the past weeks. Led
by the Banks, the Financials have gone from one technical extreme to another - from being oversold to
being overbought. So a period of cooling off may be required before the market is able to move ahead.

As for the defensives, given that their performance has greatly lagged in the rebound, there is still value
here on top of reliable dividend growth. Electricity (Scottish & Southern, International Power) and
Beverages (Diageo, SABMiller) are the preferred plays in the defensives. However, our
recommendations on sector strategy have been moving progressively towards cyclicals on the view that,
while it may lie some way down the road still, a sustainable recovery is coming. On cyclicals, our
recommendations have focused most recently on the General Retailers (Marks & Spencer).

Our view then is that while the market may slip and slide further in reaction to the rebound since early
March, we are really talking about a consolidation of the gains made since then and would treat this an
opportunity to get up to the recommended sector weightings (see Sector Strategy debrief — April 2009).




* The information contained in this report has been taken from sources disclosed in this presentation and is believed
to be reliable and accurate but, without further investigation, cannot be warranted as to accuracy or completeness.
The opinions expressed in this document are not the views held throughout Brewin Dolphin Ltd. No Director,
representative or employee of Brewin Dolphin Ltd. accepts liability for any direct or consequential loss arising from
the use of this document or its contents. We or a connected person may have positions in, or options on, the
securities mentioned herein or may buy, sell or offer to make a purchase or sale of such securities from time to time.
In addition, we reserve the right to act as principal or agent with regard to the sale or purchase of any security
mentioned in this document. For further information, please refer to our conflicts policy, which is available on request
or can be accessed via our website at www.brewindolphin.co.uk. The value of your investment or any income from it
may fall and you may get back less than you invested. Past performance is not a guide to future performance. If you
are in any doubt concerning the suitability of these investments for your portfolio you should seek the advice of a
qualified investment adviser. Brewin Dolphin Ltd, a member of the London Stock Exchange, authorised and regulated
by the Financial Services Authority. Registered office: 12 Smithfield Street London EC1A 9BD. Registered in England
and Wales no 2135876.




