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• Over the next month, we expect news flow continue to be positive in anticipation of major policy announced in the 

Bursa/CIMB Invest Malaysia Conference, which is generally viewed positive by investors.   
• We are maintaining our exposure in fundamentally strong stocks, but any healthy pull backs would provide excellent 

opportunities to accumulate.   
• BNM is expected to focus on ensuring an adequate flow of credit to all segments of the economy. In addition, access 

to the bond market by the private sector will be further enhanced by the establishment of the Financial Guarantee 
Institution.  

• The expectation of future rate cuts has diminished unless the domestic economy continues to deteriorate sharply 
into 2H09.  

• We expect limited upside to government bonds in the near term, and supply concerns may once again drive bond 
yields, both government and corporate bonds, particularly the high grades, to trade range bound with some 
upwards bias in the near term, but capped by uncertainties in the domestic economy. This is positive for investments 
in new bonds.  

. 
 
Economic  
Review 
• Headline inflation eased to +3.0% YoY in April, 

from +3.5% in March, the eighth straight month of 
slowing down and the lowest level in 12 months.  
This was helped by falling transport and moderating 
food prices.   

 
• BNM left the OPR unchanged for a second time at 

2.0% on 26 May. The policy statement expressed 
cautious hopes of an economic recovery in 2H09, 
underpinned by the stabilisation of global demand 
as well as the follow-through impact of fiscal 
spending and monetary easing. 

 
• Real GDP growth contracted sharply by 6.2% YoY in 

1Q09 from +0.1% in 4Q08 amid slow economy 
activities and weak demand.  The government cut its 
real GDP forecast for 2009 to between -4.0% -        
-5.0%, as external environment turned out to be 
much worse than expected and has significantly 
impacted the country’s exports, private investment 
and consumer spending.   

 
 
Equity Markets 
Review 
• The announcement of 1Q09 GDP on May 27 was 

indeed weak at -6.2%, nearly double consensus 
estimates, however the market took the bad news in 
its stride.  In addition, the corporate results released 
during the month were also not as bad as feared, 
and had helped contribute to the firm market 
performance. 

 
• Domestically, the recent two major cash calls of 

RM11bn (Maybank and Axiata) were well absorbed 
by the market, and Prime Minister Dato Seri Najib 

Razak’s political, economic and capital market 
reforms are gaining traction. A slightly stronger 
ringgit against the USD and improved commodity 
prices provided support to the local bourse.  

 
• Amidst a month of generally positive news flow, 

Malaysia managed to clock in decent performance, 
with the KLCI posting a 5.39% gain to end the 
month at 1,044.11.   

 
• The market rally was broad based, rotating between 

big-cap blue chips and second and third liner stocks.  
The average value traded on Bursa in May surged 
50% mom to RM1.84bn (RM1.23bn in Apr) per day. 
During the month, daily trading volume nearly 
touched 4bn units at its peak, its highest level in 27 
months.  

 
• May continued to be another month where the 

KLCI’s gains mainly from the heavy weight laggards.  
Maybank, Sime Darby, Tenaga, Genting and BCHB 
lead the pack contributing to almost 50% of KLCI’s 
gain.   

 
• The FBM Shariah Emas Index’s 6.59% gain was also 

broad based and predominantly from big cap 
laggards or beaten down stocks such as Axiata.  5 of 
the top 10 index movers for FBMSHA were either oil 
and gas-related or construction stocks, contributing 
about one-third of the index’s positive performance.   

 
• FBM Small Cap Index gained 12.97%, benefiting 

from the rotational plays and more retail 
participation in the market.  Rotation between 
sectors and penny stocks continued into May.  7 of 
the top 10 index movers were oil and gas-related as 
well as building material stocks, whilst only half of 
the top 10 movers were penny stocks.  
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• The sectors on the local bourse closed higher for 
May, with the best performing sectors being 
Technology (+12.56%), Property (+11.99%) and 
Industrial Production (+11.03%). The worst 
performing sector was the consumer sector, which 
gained 0.65% during the month. 

 

 
 

30-Apr-09 29-May-09 +/- %

KLCI 990.7 1044.1 53.4 5.39%

FBM2B 4305.7 4574.8 269.0 6.25%

FBMMES 3488.1 4039.7 551.6 15.81%

FBM100 6394.7 6787.4 392.8 6.14%

FBM30 6332.1 6677.3 345.2 5.45%

FBM70 6556.2 7136.3 580.1 8.85%

FBMSCAP 7716.1 8717.3 1001.1 12.97%

FBMEMAS 6541.9 6984.2 442.4 6.76%

FBMFLG 6056.9 6283.3 226.3 3.74%

FBMSHA 6886.8 7340.9 454.1 6.59%

FBMHIJRAH 7633.3 7980.2 346.9 4.54%

MSCI APxJ 282.4 321.7 39.4 13.94%

Indices

Last Price MoM Changes

 
 
Source: Bloomberg, 1/6/2009 
Past performance is not necessarily a guide to future performance of 
the market.   
 
Outlook 
• June will be an interesting month domestically, as 

we expect news flow to continue to be positive.  The 
Bursa/CIMB Invest Malaysia conference is scheduled 
for 30th June/1st July 2009, which will also coincide 
with our PM’s 100 days in office.  Typically, the 
conference is used as a platform for announcing 
fairly major policies that would be generally viewed 
positive by investors.   

• We may also see in June investors re-balancing their 
portfolios, anticipating the change from the current 
KLCI 100 component stocks to the FTSE Bursa KLCI 
of 30 component stocks effective 6th July 2009. 

 
• On the domestic front there is some semblance of 

political stability, despite the unresolved leadership 
tussle in Perak.   Nevertheless, positive investor 
sentiment may continue to hold.  However, effective 
implementation of the stimulus packages and other 
new policies will become more of an issue closer to 
the Prime Minister’s 100 days in office.   

 
• Potential risks which may disrupt the positive 

momentum include the severity of the swine flu’s 
impact on the southern hemisphere countries which 
are moving into their winter season, and worse-
than-expected economic or financial data coming 
from the US or Europe. 

 
• We are maintaining our exposure in fundamentally 

strong stocks but any healthy pull backs would 
provide excellent opportunities to accumulate.   

 
 
Fixed Income Market 
Review 
• Sovereign bonds, particularly the 5-year tenor, 

suffered losses in the first week of May, as the 
market feared a larger auction of the scheduled 5-
year MGS reopening, which BNM duly announced to 
be RM4.5bn. However, an encouraging demand in 
the auction with a bid-to-cover ratio of 2.18 times 
and an average yield of 3.879%, reversed some of 
the losses. On 22 May, BNM’s announcement of a 
target issuance size of RM4bn new 10-year MGS 
benchmark saw 10-year yield spike up by 30bps to 
about 4.40%, enticing investors and resulting in a 
decent bid-to-cover ratio of 1.88 times at an average 
yield of 4.378%. Bargain hunting activities in the 
last week of the month, when GDP growth was 
reported at -6.2% and OPR was unchanged, saw 3-
year and 5-year bonds strengthen. MoM, 3-, 5- and 
10-year sovereign bonds changed by -1bps, -1bps 
and +31bps to close at 2.82%, 3.56% and 4.27% 
respectively. 

 
• Activity in the corporate bond market remained 

thinly traded and dominated by high grade bonds. 
The government’s announcement of the formation 
of its AAA-rated financial guarantee company, 
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Danajamin Nasional Berhad and that bond issuances 
having the backing of Danajamin will also be 
accorded the AAA rating, is expected to support the 
demand for financing from both the private and 
public sectors. 

 
Outlook 
• Going forward, BNM is expected to focus on 

ensuring an adequate flow of credit to all segments 
of the economy. In addition, access to the bond 
market by the private sector will be further 
enhanced by the establishment of the Financial 
Guarantee Institution. BNM expects that liquidity in 
the financial system remains sufficient to support the 
demand for financing from both the private and 
public sectors. 

 
• The expectation of future rate cuts has diminished 

unless the domestic economy continues to 
deteriorate sharply into 2H09. As such, we expect 
limited upside to government bonds in the near 
term.  In addition, supply concerns may once again 
drive bond yields, both government and corporate 
bonds, particularly the high grades, to trade range 
bound with some upwards bias in the near term, but 
capped by uncertainties in the domestic economy. 
This is positive for investments in new bonds.  

 

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

MGS 2.71 3.63 3.88 4.26 4.51 

GII 2.91 3.67 3.89 4.26 4.51 

Swap rate* 2.87 3.69 4.10 4.55 5.35 

AAA  4.02 4.55 4.98 5.42 5.84 

AA1 4.42 4.98 5.44 5.91 6.36 

AA2 4.82 5.39 5.86 6.34 6.80 

AA3 5.20 5.79 6.28 6.79 7.29 

A1 6.86 7.61 8.26 8.94 9.67 

A2 7.64 8.43 9.12 9.90 10.68 

A3 8.43 9.26 10.00 10.79 11.59 

Source: Bloomberg/Reuters* /Bondstream**, 3/6/09 
Note: Islamic bonds usually range +/- 10bps- 50bps from the 

conventional bonds, depending on maturity and ratings.   
 
 
 
 
 
 

Money Market  
Review 

 BNM kept the OPR unchanged at 2.00%, as largely 
anticipated.  Short-term inter-bank interest rates 
remained stable and were traded in a tight range 
due to ample liquidity.  The overnight and 1-week 
rates were dealt in the range of 1.97% to 2.00%, 
while 1-month rates were relatively stable within the 
range of 2.04% to 2.07%.  BNM continued to 
absorb flushed liquidity from the market through its 
money market and repo tenders. 

 
• On the short-term Bills market, yields on 1-month 

and 3-month normalised after OPR remained 
unchanged and hence, traded slightly lower by 3bps 
and 2bps to 1.81% and 1.79% respectively while 
the 6-months and 1-year kept steadily at 1.80% 
and 1.79% respectively. 

 
Outlook 
 

 Short term inter-bank rates are expected to stay low 
due to ample liquidity prevailing in the system. 

 

Table 1: Indicative Interest rates 
  31-May-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 1.81% 

3-mth BNM MN 1.79% 

3-mth KLIBOR 2.13% 

   

CP  

1-mth (P1) 2.37% 

3-mth (P1) 2.55% 

* Over the counter rate 
Source: Bloomberg/Banks, 3/6/09 
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Source: Bloomberg, 3/6/2009 
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. 
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