
Monthly Fact Sheet 

ING FUNDS 

REVIEW OF THE LOCAL MARKET  
(Review period: April 2010) 
 
Equity 
 
The domestic equity market generated strong gains in April amid 
continued improvements in corporate earnings expectations and the 
eventual agreement of European Union member states on a rescue 
plan for Greece should it be unable to rise necessary funding in the 
markets. Overall, the trend was univocally pro-cyclical in nature as 
industrials, materials and technology stocks pushed ahead, under-
pinned by improving economic backdrop. The less economically 
sensitive sectors of telecommunications, utilities and healthcare 
typically underperformed as investors continue to exhibit increasing 
risk appetite fro risk. All in all, the FBM KLCI Index rose 26 points or 
2% to close at 1,346.6 points. The benchmark outperformed the 
region as the MSCI Ex Japan dropped sharply at 7.3%. The broader 
market, measured by the FBM EMAS Index performed slightly 
weaker with the index rose 1.6%, from 8,957 points to 9,105 points; 
while the FTSE Malaysia Small Cap index jumped +1.4% to 11,483 
points. Average value traded on Bursa in March fell 9% month-on-
month to RM1.43bil (RM1.58bn in Jan) per day.  
 
Among the more notable events of the period were:  
1) Construction of the RM9bil Pahang-Selangor raw water transfer 
project officially took off after a ground-breaking ceremony graced by 
Sultan Ahmad Shah of Pahang.  
2) Hong Leong Bank received confirmation from EON Capital to table 
the offer for consideration and approval by EON Capital’s sharehold-
ers and submit applications to the Minister of Finance and other 
relevant regulatory authority for approval of the offer.  
3) CIMB Group Holdings, which will soon become the first foreign 
dual-listing on the Stock Exchange of Thailand, has revised its initial 
public offering (IPO) from up to 35 million CIMB shares to 50 million 
shares.  
4) Petronas has identified MISC's Malaysia Marine and Heavy Engi-
neering (MMHE) and its petrochemicals business for the listings  
5) Sales of passenger cars and commercial vehicles in March 2010 
increased 25% year-on-year to 56,139 units from 44,896 units. 
 
Equity Market Outlook  
 
Market volatility has been rising of late in reaction to the negative 
developments of the sovereign debt crisis in PIIGS, the aggressive 
monetary tightening in China and the financial regulatory reform in the 
US. 
 
Amongst the three, we are most concern about the impending conta-
gion from the sovereign debt crisis in PIIGS, which could spread into 
a wildfire.  According to our findings, there is increasing evidence 
showing the sovereign debt crisis is no longer confined within Portu-
gal, Italy, Ireland, Greece, Spain (PIIGS) and it could become sys-
temic.  This is because a default will impact the global banking sys-
tem, especially the European banks.  Thus, total debt exposure for 
banks globally to PIIGS stood at US$3.19 trillion in 1Q10.  In Greece’s 
case, total exposure for banks worldwide was US$217 bil, of which 
European banks account for 89% of the total exposure.  Although 
Greece has secured a €110 billion bailout package for a 3-year period 
from the EU and the IMF, the alleviating fiscal distress for the remain-
ing PIIGS, be it Spain (>20% unemployment) or Portugal (>10% un-
employment), remained a key concern over the next 6-12 months, 
especially with the potential of further downgrades by S&P. 
 
Meanwhile China, Hong Kong and Taiwan have been the worse per-
forming markets so far this year due to the aggressive tightening in 
China and the underperformance of the greater China currencies 
against its regional peers.  Over the last one month, the Chinese 
government has introduced a spate of measures again to pre-empt 
the rising property prices (which has increased by >20% year-on-year 
(y-o-y) in March 2010) including raising the down payment and mini-
mum  mortgage  rate  for  second  home  buyers  while giving the 
local  governments  the  authority  to  temporary restrict the number of  

homes one can buy within a particular time period.  This has caused 
property transactions to decline significantly especially in the bigger 
cities like Hangzhou, Shenzhen, Beijing and Xiamen.  With that, there 
is an increasing likelihood that China consumers will also be affected if 
property market, which is one of the key barometers of consumer 
confidence, is subsiding. 
 
We are least concern about the financial regulatory reform in the west 
as our initial assessment revealed that it is likely to hurt banks’ earn-
ings in the US but will not have substantial impact to the rest of the 
world.    
 
On the positive notes, global economy recovery continued to gain 
momentum with IMF now expecting the world economy to grow at 
+4.2% in 2010, as opposed to its previous growth projection of +3.9% 
made in January 2010.  The upgrade was in response to the strong 
first quarter 2010 GDP numbers where China and Singapore was 
reported to grow at +11.3% quarter-on-quarter (q-o-q) and +32.1% q-
o-q respectively while the US was reported to grow at an annual rate 
of +3.2% compared with the IMF’s projection of +3.1% for the whole of 
2010, which was just revised up in April.  For Malaysia, there has been 
a spate of GDP upgrades by brokers for 2010 growth (AmResearch: 
from 5.0% to 8.0%; JP Morgan: from 6.8% to 7.7%; HSBC from 6.8% 
to 7.3%) while Bank Negara Malaysia hinted that it may raise its 
growth forecast for 2010 from the current 4.5-5.5% due to reports 
showing an improvement in exports and production. 
 
Although we have turned more cautious on equities, we are maintain-
ing our FBM KLCI target of 1470 for now due to the strong macroeco-
nomic momentum and strong corporate earnings growth over the next 
3 months.  Hence, we remain well invested in equities for now. 
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Equity Market Strategy 
 
We continue to remain positive about Malaysia equities over the 
longer term, although volatility may persist in the near term. Based on 
historical trend equity valuation are slightly stretched on trailing basis 
but reasonable on a forward basis. Any sharp correction could be 
viewed as good buying opportunities to increase the portfolios beta. 
Sector allocation, we continue to favour banks, industrials, construc-
tion and consumer staples as our key overweight that play the pick up 
in the domestic economy.   
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Fixed Income 
Ringgit strengthening of another 2.5% m-o-m, closing at RM3.184/
USD end-April 2010 was a strong pull factor for the Malaysian Govern-
ment Securities (MGS) market in the month of April. Investors nibbled 
along both the benchmark and off-the-run papers, as they searched 
for yield pickup seeing the relative wide spread on offer. Gains were 
seen across all MGS benchmarks as the 3-year, 5-year and 10-year 
MGS benchmarks plunged 27 basis points (bps), 12bps and 10bps 
respectively to 2.99%, 3.62% and 4.06%.  

Meanwhile, both the RM3.5 bil 5-year MGS and 5.5-year Government 
Investment Issue (GII) drew the weakest year to-date bid-to-cover ratio 
of 1.56x with an average yield of 3.61% and 1.94x with an average 
yield of 3.86% respectively. The new 20-year MGS benchmark also 
garnered a weak bid-to-cover ratio of 1.67x, despite a much smaller-
than-expected issue size of only RM2.0 billion. Average yield gener-
ated at the auction was 4.498%, but buying interest post-auction pres-
sured its yield down to 4.45% by the day’s close and thereafter, back 
to 4.50% end-April 2010. 

On Malaysia’s macro economy, exports, imports and industrial produc-
tion grew at a slower pace of 18.4%, 27.9% and 4.9% y-o-y respec-
tively in February 2010, mainly due to shorter working days in Feb-10. 

Meanwhile, Consumer Price Index (CPI) registered a slightly higher 
inflation of 1.3% y-o-y in March from Feb’s 1.2% y-o-y, largely contrib-
uted by Food & Non-Alcoholic Beverages and Housing & Utilities. 



LOCAL MARKET KEY DRIVERS 

 Key Drivers Key Risks Risk Ratings 

Local Economy • Strong consumer confidence, higher government 
spending and consumption, improving labour mar-
ket conditions, and rising exports. 

• Policy mistake made by authorities. 
  

High 
  

Equity 
• Strong macroeconomic momentum and concrete 

corporate earnings upgrade. 
• Impending contagion from the sovereign debt 

crisis in PIIGS (Portugal, Ireland, Italy, Greece, 
Spain). 

High 

Bonds • Pent-up demand for corporate bonds on yield en-
hancement requirement 

• Increasing risk appetite for credits on  sustainable 
economy recovery 

• Strong foreign demand for MGS on both currency 
play and strategic increase in Asian debts allocation 
in general  

• Healthy liquidity in the system  

• Aggressive tightening of interest rate by the cen-
tral bank. 

•  Renewed inflationary pressure in tandem with  
price adjustments and economy recovery 

Low 
  
  
  
Medium 
  

Money Market • Continual strong demand for short-duration instru-
ments for yield enhancement 

• Higher rollover yields on increasing rates 

• Ample liquidity in banking system, resulting in 
continual low Money Market rates despite in-
creasing benchmark rates. 

Medium 
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On the other hand, while short-term MGS has witnessed good rally in 
the past few weeks, renewed rate hike expectations is imminent. This is 
expected to put some pressure on the front-end of the curve. Amidst 
ongoing guesses of the timing and quantum of BNM’s interest rate hike 
for the year, long-end MGS is however expected to be supported on 
the back of the prevailing demand-supply dynamics, benign inflation 
outlook as well as healthy liquidity in the market. Meanwhile, specula-
tion and timing of central banks around the globe unwinding the econ-
omy stimulus packages and exit strategies of the expansionary meas-
ures will continue to cloud the local market. 
 
For local corporate bond market, pent-up demand and ample liquidity in 
the market is likely to continue to lend support to credit market, further 
narrowing the credit spreads, despite interest rate risks. With risk appe-
tites continue to gain momentum, more issuers are expected to come 
back to the corporate bond market ahead of the full cycle of rate nor-
malization. Having said that, new issuances have been much fewer and 
smaller than anticipated. Given the significant demand for yield, issu-
ance for corporate bonds is expected to be well received. While high-
grade corporate bonds will continue to be the main interest, market is 
also expected to be more receptive of credit risks in search for value, 
alongside with economy recovery. 

KEY MARKET INDICATORS 

 Level as at 30/4/2010 Level as at 31/3/2010 MoM Change  Level as at 31/12/2009 YTD Change 

KLCI 1,346.38 1,320.57 25.81 1,272.78 73.6 

FBM 100 8,844.16 8,698.7 145.46 8,308.89 535.27 

FBMEMAS Shariah 9,056.23 8,925.85 130.38 8,509.52 546.71 

FBMEMAS 9,105.25 8,957.24 148.01 8,507.61 597.64 

Nikkei 1,1057.4 11,089.94 -32.54 10,546.44 510.96 

Hang Seng 21,108.59 21,239.35 -130.76 21,872.5 -763.91 

Xinhua China 25 18,389.98 18,538.8 -148.82 18,905.42 -515.44 

MSCI China 10/40 TR 476.76 479.957 -3.197 486.904 -10.144 

Taiwan 8,004.25 7,920.06 84.19 8,188.11 -183.86 

Kospi 200 227.95 221.58 6.37 221.86 6.09 

ASX 4807.4 4875.5 -68.1 4870.6 -63.2 

EURO STOXX 50 2,816.86 2,931.16 -114.3 2,964.96 -148.1 

US S&P 500 1,186.69 1,169.43 17.26 1,115.1 71.59 

REVIEW OF THE LOCAL MARKET (cont) 
As most indicators continued to chart improving outlook, Malaysian 
Institute of Economic Research (MIER) revised its 2010 GDP forecast 
upwards to 5.2% from 3.7%, which is higher than government’s official 
forecast range of 4.5-5.5% growth. However, Bank Negara Malaysia 
(BNM) Governor Tan Sri Dr Zeti commented recently that the central 
bank may revise its 2010 growth forecast upwards. 

For private debt securities market, trading activities were concentrated 
on Government-related enterprises (GREs) and non-cyclical sectors 
like toll road, telco and banking papers. “AAA” and “AA” segments 
dominated the trade share. Meanwhile, trading in the “A” segment 
remained lackluster as investors were cautious following 3 reported 
downgrades (including 2 defaults) during the month. 
 
Fixed Income Market Outlook 
From the macro fundamentals, economic data continued to chart 
recovery in general. BNM’s recent statements also signal optimistic 
tone on a sustainable domestic growth. Meanwhile, delays of policy 
adjustments in regards to government subsidies as well as the Goods 
and Services Tax (GST) continues to cast doubts on whether govern-
ment could pare down the fiscal deficit to the target 5.6% for this year. 
Despite the above bond-negative attributes, market continued to be 
well supported. We reckon this is largely due to pent-up demand and 
a benign inflationary outlook for the remaining year, which provide 
comfort to bond investors. On top of this, there has been strong de-
mand from foreign inflows, driven by both structural increases in 
emerging market debts as well as currency play.  

Fixed Income Strategy 
Accumulate selective “AA” and “A”-rated bonds. 

Source: Bloomberg 


