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• With US President Obama getting the recovery package passed and implemented, the effectiveness in providing 
measures to address these issues will indicate how quickly confidence will be restored.   

• On the domestic front, we expect the KLCI to fluctuate in line with regional markets in the absence of any positive 
catalysts.   

• A weaker US Dollar may see some trading positions increased in commodity plays, which would benefit Malaysia as 
plantations are a heavy weight in the KLCI.   

• We are likely to see disappointing results in general and forecasts will like be downgraded yet again.   
• BNM warns that if conditions in major economies worsen, further stimulus will be necessary to prevent the domestic 

economy from slipping into negative territory.   
• The combination of a growth slowdown, easing inflationary pressures, ample liquidity in the domestic financial 

system and an accommodative monetary policy, is positive for the bond market.   
 

Equity Markets 
 

Review 
 

• January 2009 started on a positive note with both 
global and local equities seeing a short mini rally up 
till the middle of the month on the upcoming US 
President elect’s inauguration on the 20th January 
2009, as well as the expected additional stimulus 
package he would then reveal. However, after two 
weeks into January, profit taking set in on concerns 
that any recovery measures undertaken by the 
incoming US president would not immediately jolt the 
US economy into a recovery, with too many holes to 
plug.  Domestically, the BN’s second loss at a by-
election after the 12th General Elections in March 
2008, was a big blow for the ruling coalition.  

 

• The KLCI made positive gains in the 1H of the month 
due to plantation stocks performing on the back of 
crude oil prices bouncing from lows of US$30/barrel 
in December to about US$45/barrel. Other than 
politics that dominated most of the month, the BNM 
surprised the market with a 75bps cut to OPR on the 
21st January 2009, higher than the 25-50bps 
expected, on the back of declining inflationary 
pressures and to ensure Malaysia can continue to 
record positive growth.  January was a short trading 
month due to the closure of the local bourse for the 
Chinese New Year holidays.  The KLCI ended the 
month of January at 884.45 points or +0.9% MoM.  

  

• The sectors on the local bourse closed generally up in 
January, with the best performing sectors being 
plantation (+7.42%) and mining (+7.9%). The worst 
performing sector was the technology sector, which 
declined 4.09% during the month.  

 

• For January, the FBM Emas gained by 1.2%, the 
FBM2B declined -1.7% and FBM Mesdaq gained 
1.0% mom for the period.  Malaysia outperformed 
most regional markets during the month.  The MSCI 
APxJ index closed at 228.3 at the end of January, 
down 7.7% MoM. 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg, 3/2/2009 
Past performance is not necessarily a guide to future performance of the market 
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31-Dec-08 30-Jan-09 +/- %

KLCI 876.8 884.5 7.7 0.9%

FBM2B 4007.3 3938.6 -68.7 -1.7%

FBMMES 3333.6 3367.4 33.8 1.0%

FBM100 5613.9 5683.1 69.2 1.2%

FBM30 5637.7 5709.6 71.9 1.3%

FBM70 5442.1 5499.5 57.4 1.1%

FBMSCAP 6552.8 6596.3 43.5 0.7%

FBMEMAS 5726.5 5794.0 67.5 1.2%

FBMFLG 5421.0 5451.6 30.6 0.6%

FBMSHA 5949.6 6025.5 75.8 1.3%

FBMHIJRAH 6640.0 6805.1 165.0 2.5%

MSCI APxJ 247.4 228.3 -19.1 -7.7%

Indices

Last Price MoM Changes
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Outlook 
 

• As US President Obama steps into office, topping the 
economic agenda is to get the recovery package 
passed and implemented; implement a foreclosure 
prevention program; improve bank bailout efforts; 
turn in the 2010 budget policy outline; decide on the 
automaker’s fate; and work with world leaders to 
rethink regulation in the financial markets.  How 
effective he is in providing measures to address these 
issues will indicate how quickly confidence will be 
restored.  

 
• On the domestic front, we expect the KLCI to 

fluctuate in line with regional markets in the absence 
of any positive catalysts.  Although a weaker US 
Dollar may see some trading positions increased in 
commodity plays, which would benefit Malaysia as 
plantations are a heavy weight in the KLCI. Given 
February is the month when most companies would 
release their 4Q results, we are likely to see 
disappointing results in general and forecasts will 
likely be downgraded yet again.  The government’s 
stimulus package of RM7bn should start working its 
way through the system as the bulk of the allocation 
has already been allocated to the various agencies 
and ministries, hence implementation at the ground 
level is still key.   

 
• Some events or factors that may lend support to the 

local bourse include: 
 

 Faster-than-expected implementation of stimulus 
initiatives. 

 More consumer friendly policies announced with 
the second upcoming stimulus package.  

 More M&As and capital management activities. 
 Evidence of recovery measures in the US and 

Europe having the positive and required effect.  
 Evidence of some bottoming of the global 

economic slowdown. 
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Fixed Income Market 
 
Review 

 
• December inflation moderated to +4.4%yoy from 

+5.7%yoy in November, the fourth straight month of 
easing, mainly due to a series of fuel price cut by the 
Government since August 2008 and a moderation in 
food prices. Inflation is expected to ease further in 
2009 due to the decline in fuel prices.  

 
• The moderation in inflation has given BNM the 

leeway to cut the OPR by 75bps to 2.50% in the 21 
Jan 2009 Monetary Policy Committee meet, an 
unprecedented and responsive move by the central 
bank. The Statutory Reserve Requirement of the 
banks was also slashed from 3.50% to 2.00%, 
adding liquidity to the domestic financial system.  

 
• In the US, the Federal Reserve left its Fed Funds rate 

unchanged at 0-0.25% on 28 Jan 2009, and 
projected that rates will remain exceptionally low for 
some time in view of the weak US economy and 
slowing global demand.  

 
• Sovereign bond yields pushed lower prior to the 

Chinese New Year holidays on expectations of a rate 
cut and rallied further post the announcement of a 
larger-than-expected 75bps cut in OPR as well as CPI 
numbers. Sovereign yields rose in the last week of Jan 
due to profit taking activities and fears of an 
increased sovereign bond supply should the 
government launch a second fiscal stimulus plan on 
top of the first RM7bn, and raising the 2009 fiscal 
deficit. Month-on-month, the 3-, 5- and 10-year 
sovereign bonds fell by 40bps, 17bps and 10bps to 
close at 2.55%, 2.79% and 3.07% respectively. 

 
• The re-opening of the RM3.5bn 5-year MGS in Jan 09 

saw yields averaging 2.643% and a low bid-to-cover 
ratio of 1.46x indicating subdued demand.   

 
• Activity in the corporate bond market remained 

relatively low in this festive month and was 
constrained to high grade bonds. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg 3/2/2009 
Past performance is not necessarily a guide to future performance of the market 
 

Table 1: Indicative Interest rates 
  31-Jan-09 

MBB O/N 1.50% 

Bank Islam O/N* 2.00% 

1-wk MBB Repo 1.60% 

1-mth MBB FD 2.50% 

1-yr MBB FD 3.00% 

    

1-mth BNM MN 2.50% 

3-mth BNM MN 2.40% 

3-mth KLIBOR 2.60% 

    

CP   

1-mth (P1) 3.57% 

3-mth (P1) 3.78% 

 
Source:  Bloomberg/ Banks (3/2/2009) 
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Outlook 
 

• As international economic and financial conditions 
deteriorate significantly, the contraction in global 
demand and trade, and the prevailing drop in global 
commodity prices will increasingly impact the export 
earnings and overall economy of Malaysia. Whilst the 
stimulus package of RM7bn announced in November 
2008 is expected to boost the Malaysian economy in 
2009 if implemented effectively, BNM warns that if 
conditions in major economies worsen, further stimulus 
will be necessary to prevent the domestic economy from 
slipping into negative territory. The next Monetary Policy 
Meeting is scheduled on 24 February. 

 
• The combination of a growth slowdown, easing 

inflationary pressures, ample liquidity in the domestic 
financial system and an accommodative monetary policy, 
is positive for the bond market. 

 
• We continue to accumulate quality issues and look for 

trading opportunities in volatile times. 

 

Table 2: Indicative Bond Yields (%) 
  3yr 5yr 7yr 10yr 15yr 

MGS** 2.58 2.78 2.91 3.09 3.35 

GII** 2.63 2.83 2.97 3.15 3.41 
Swap 
rate* 2.46 2.82 3.15 3.44 3.94 

AAA  4.15 4.45 4.75 5.08 5.44 

AA1 4.54 4.88 5.23 5.59 5.97 

AA2 4.87 5.23 5.59 5.97 6.36 

AA3 5.22 5.61 6.01 6.43 6.87 

A1 6.80 7.35 7.91 8.49 9.20 

A2 7.57 8.15 8.75 9.42 10.19 

A3 8.36 8.99 9.64 10.33 11.12 

 
Source:   Bloomberg/Reuters/Bondstream (3/2/2009) 

    Note: Islamic bonds usually range +/- 10bps- 50bps from the  
conventional bonds, depending on maturity and ratings 

 

 
Money Market 
 
Review 

 
• Prior to the cut in OPR, short-term rates for 1-week and 

1-month were dealing in the range of 3.23% to 3.24% 
and 3.27% to 3.32% respectively. Following the cut in 
OPR of 75bps on 21 Jan 09, both 1-week rates and 1-
month rates adjusted downwards by similar magnitude 
and remained range bound thereafter. 

 
• Similarly, in the short-term bills market, yields were range 

bound before adjusting downwards post the cut in OPR. 
1-month and 12-month bills continued to move south to 
close the month at 2.52% and 2.36% respectively. 

 
Outlook 

 
• Short-term rates are expected to stay low on the back of 

ample liquidity in the system and to trend lower upon 
rate cut announcements. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source:  Bloomberg 3/2/2009 
Past performance is not necessarily a guide to future performance of the market 
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