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• We expect the KLCI to fluctuate in line with regional markets in the absence of any positive catalysts.  However, 
should the handover of power from the current PM to the new President of UMNO, is carried out without a hitch, 
we may see some optimism in the market. 

• With the upcoming three by-elections, and a likely reshuffle of the cabinet, politics will continue to be the highlight 
of the month. 

• The Governor indicated that the Government has the flexibility to engage additional fiscal and monetary tools if the 
current implemented measures are unable to contain the sharp deterioration in the domestic economic landscape. 

• If economic contraction turns out to be much sharper than expected, there is room for BNM to cut rates in April 
2009, aided by easing inflation. 

 

Economic  
Review 
• February 2009 CPI moderated further to 3.7% YoY 

from 3.9% in January 2009, the sixth straight month 
of slowing growth and the lowest level in nine 
months, reflecting the lingering effects of the 
cumulative 33% cut in petrol prices since its peak in 
June 2008.  

 
• Faced with the worsening global outlook and 

slowing domestic demand, the Malaysian 
government announced its Second Stimulus Package 
worth RM60 billion (about 9% of GDP) on 10 March 
2009, to be implemented over a span of 2 years 
(2009-2010) to rescue the Malaysian economy from 
a deep recession. The Government now expects GDP 
for 2009 to range between –1% and +1% from 
3.5% previously, and the fiscal deficit is expected to 
reach 7.6% of GDP in 2009.  

 
• The RM60billion stimulus package has added 

downward pressure on Malaysia’s local currency 
sovereign rating, especially by Fitch Ratings which 
already placed Malaysian rating under negative 
outlook. However, the stimulus package was better 
received by Moody’s and S&P.  

 
Equity Markets 
Review 
• After 4 straight months of the KLCI closing 

positively, March 2009 saw a decline of 18 points or 
2%, to end the month at 873 points. The pre-
UMNO party election rally was short lived and came 
on the back of a strong rebound on Wall Street and 
regional markets.   

 
• The KLCI was dragged down mainly by the rights 

issue of two index heavy weights of TM International 
and Maybank which the market perceived as 
negatively dilutive. TM International declined by 
25.17% during the month, and Maybank dropped 

by 15.72%.  Investors concerns over Maybank’s 
rights issue spilt over to another KLCI heavy weight, 
Public Bank, which declined by 14.2% for the 
month.  

 
• The sectors on the local bourse closed mixed for 

March, with the best performing sectors being 
Plantation (+2.6%) and Construction (+0.91%). The 
worst performing sectors were the Technology 
sector (-16.37%) and Finance (-6.68%). 

 
• For March, the FBM Emas declined by 2.5%, the 

FBM2B declined 2.71% and FBM Mesdaq declined 
5.33% on MoM basis.  Malaysia underperformed 
most regional markets during the month.  The MSCI 
APxJ index closed at 245.43 at the end of March, up 
14.56% MoM. 
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27-Feb-09 31-Mar-09 +/- %

KLCI 890.7 872.6 -18.1 -2.03%

FBM2B 3980.4 3872.4 -108.0 -2.71%

FBMMES 3108.3 2942.7 -165.6 -5.33%

FBM100 5751.2 5606.9 -144.3 -2.51%

FBM30 5792.9 5598.5 -194.4 -3.36%

FBM70 5507.1 5561.7 54.7 0.99%

FBMSCAP 6471.6 6319.2 -152.3 -2.35%

FBMEMAS 5847.1 5701.1 -145.9 -2.50%

FBMFLG 5400.9 5256.6 -144.3 -2.67%

FBMSHA 6086.6 6019.8 -66.9 -1.10%

FBMHIJRAH 6812.1 6771.5 -40.6 -0.60%

MSCI APxJ 39871.0 39903.0 32.0 0.08%

Indices

Last Price MoM Changes

 
Source: Bloomberg, 1/4/2009 
Past performance is not necessarily a guide to future performance of 
the market.   
 
Outlook 
• On the domestic front, we expect the KLCI to 

fluctuate in line with regional markets in the 
absence of any positive catalysts.  However, should 
the handover of power from the current PM to the 
new President of UMNO, is carried out without a 
hitch, we may see some optimism in the market. 
Nevertheless, with the upcoming three by-elections, 
and a likely reshuffle of the cabinet, politics will 
continue to be the highlight of the month.  With the 
announcement of the Mini Budget, there is some 
sense of impatience given the first Stimulus package 
was announced in November 2008 of RM7bn, and 
the government had reported that the bulk had 
been distributed to the relevant 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 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.  

 

 

 

Fixed Income Market 
Review 
• BNM surprised the market by revising the 2009 

MGS/GII Auction Calendar on 20 March 2009, 
where 5 longer-tenure issuances were scrapped and 
replaced with 6 short- to medium-tenure issuances. 
The skew of the offerings towards the short- and 
medium-dated tenures in a scenario of falling 
interest rates should improve demand. 

 
• Sovereign bonds suffered losses in the first two 

week of March due to heightened concerns of an 
enlarged government debt issuances and a larger-
than-expected RM4.5bn re-opening of 5-year MGS. 
However, the revised MGS auction calendar reduced 
concerns for demand of long-tenure MGS, leading 
to a rally. MoM, the 3-, 5- and 10-year sovereign 
bonds changed by +2bps, +18bps and -22bps to 
close at 2.88%, 3.52% and 3.85% respectively. 

 
• There were two public auctions of RM4.5bn each in 

the month. The re-opening of the 5-year  and 3-year 
MGS saw yields averaging 3.735% and 2.849%  
respectively, whilst bid-to-cover ratios were 1.46x 
and 1.50x respectively, indicating weak demand 
from investors.   

 
• Activity in the corporate bond market continued to 

be dominated by high grade bonds. 
 
Outlook 
• In the 2008 BNM annual report, the Governor 

indicated that the Government has the flexibility to 
engage additional fiscal and monetary tools if the 
current implemented measures are unable to 
contain the sharp deterioration in the domestic 
economic landscape. Hence, if economic contraction 
turns out to be much sharper than expected, there is 
room for BNM to cut rates in April 2009, aided by 
easing inflation. 

 
• The combination of a growth slowdown, easing 

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

 
• We continue to accumulate quality issues and look 

for trading opportunities in volatile times. 
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Table 1: Indicative Interest rates 
  31-Mar-09 

MBB O/N 1.00% 

Bank Islam O/N* 1.50% 

1-wk MBB Repo 1.10% 

1-mth MBB FD 2.00% 

1-yr MBB FD 2.50% 

    

1-mth BNM MN 1.98% 

3-mth BNM MN 1.95% 

3-mth KLIBOR 2.11% 

    

CP   

1-mth (P1) 2.59% 

3-mth (P1) 3.18% 

* Over the counter rate 
Source: Bloomberg/Banks, 1/4/09 
 

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

MGS 2.69 3.54 3.68 3.86 4.11 

GII 2.71 3.54 3.68 3.88 4.13 

Swap rate* 2.59 3.20 3.55 3.95 4.65 

AAA  3.85 4.22 4.59 4.97 5.36 

AA1 4.28 4.67 5.06 5.48 5.91 

AA2 4.67 5.08 5.48 5.93 6.37 

AA3 5.05 5.47 5.9 6.36 6.83 

A1 6.06 6.57 7.1 7.66 8.27 

A2 7.26 7.87 8.51 9.21 9.96 

A3 8.04 8.69 9.38 10.13 10.92 

Source: Bloomberg/Reuters* /Bondstream**, 1/4/09 
Note: Islamic bonds usually range +/- 10bps- 50bps from the 

conventional bonds, depending on maturity and ratings.   
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Source: Bloomberg, 1/4/2009 
Past performance is not necessarily a guide to future performance of 
the market.   
 

Money Market  
Review 
• The short-term rates were range bound with the 

overnight and 1-week rates dealing within the range 
of 1.97% to 2.00% while 1-month rates stable 
at2.04%. 

 
• Yields were lower by a few basis points during the 

first week before being range-bound and ended the 
month at 1.98% and 1.89% respectively. 

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

back of ample liquidity in the system and to trend 
lower upon further rate cut announcements. 
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Source: Bloomberg, 1/4/2009 
Past performance is not necessarily a guide to future performance of 
the market.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
Disclaimer: Neither the information nor any opinion expressed constitutes an offer, or an invitation to make and offer to buy or sell any 
securities.  Investors are advised to read and understand the contents of the prospectus before investing.  Among others, investors should 
consider fees and charges involved.  Investors should seek financial advice regarding the appropriateness of investing in any securities or 
investment strategies discussed or recommended herein and should understand that statements regarding future prospects may not be 
realized.  Investors should note that income from securities, if any, may fluctuate and that each security’s price or value may fall or rise.  
Accordingly, investors may receive back less than originally invested. Information has been obtained from sources believed to be reliable and 
Prudential Fund Management Berhad does not warrant its completeness or accuracy.  Opinion and estimates constitute our judgment as of the 
date of this material and are subject to change without notice. 

Prudential Fund Management Berhad (531241-U) 
Level 12, Menara Prudential, 10 Jalan Sultan Ismail, 50250 Kuala Lumpur 
Tel 603 2052 3388  Fax 603 2170 0399 
www.prudential.com.my 

 


