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Market Review 
Visible gains for commodities with volatile equity markets 
 
 

 The FBMKLCI ended on a weaker note as investors continue to shed 
gains on key financial, plantation, consumer and selective key 
heavyweights on the back of a weaker regional market. The KLCI also 
fell to one of its lowest level for the year as investors were concern of 
the tightening monetary policy in China as well as the rising inflation 
due to the rise in food prices. We are expecting the overall trend to be 
volatile this week as the KLCI will still be susceptible to an increase in 
selling activities. We are capping our support level at the 1,480-1,460 
level whilst the weekly resistance is capped at 1,530-1,540 level.  

 The 10-year MGS yield rose to 4.07% from the previous low of 3.99% 
as selling activities dragged the yield to one of its highest levels for the 
week. On a monthly basis, the 10-yr/3-yr spread narrowed by 7.0bps 
MoM in Dec-10 to 81.0bps. 

 Crude Palm Oil (CPO) prices closed 1.41% higher WoW to 
RM3,911.50/tonne. The increase in CPO prices was driven by 
concerns that earlier floods and bad weather could further weaken 
yields, thus tightening supply at a time of strong demand as China 
prepares to replenish the stock after the Lunar New Year holidays. 
 

 Crude oil prices ended at a 10-week low after falling to 
US$85.64/barrel on the back of a dissipating conflict in Egypt after 
President Hosni Mubarak stepped down from the government. The 
recovering US$ was also a dampener for the crude oil but the overall 
trend remains natural for a correction due to the strong upward 
movement in the last one month. Despite the correction tone, we are 
expecting the crude oil to remain above the US$82/barrel this week.  

 

 The Ringgit ended the week 0.79% lower, slipping from a 13-year 
high and ending a two-week rally to RM3.053/USD on concerns 
monetary tightening in the region to contain inflation will hurt economic 
growth, prompting investors to cut holdings of emerging-market assets 
and switching to the safer greenback.  
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Notable events during the week 
 The world's largest synthetic glove manufacturer Hartalega Holdings Bhd 

posted slightly higher net profit of RM49.2mil for the third quarter ended Dec 
31, 2010 from RM37.2mil a year ago, while its revenue rose to RM188.1mil 
from RM148.6mil. Source: The Star Online 

 

 Fraser & Neave Holdings Bhd posted a jump in net profit to RM107mil in its 
first quarter ended Dec 31, 2010 from RM77.7mil a year ago, on account of 
higher revenue and tax incentives enjoyed by its dairy plant in Rojana, 
Thailand. Source: The Star Online 

 

 Permodalan Nasional Bhd (PNB) has emerged a substantial shareholder in 
Naim Holdings Bhd, a Sarawak-based property and construction firm, after 
acquiring 12.5 million shares or a 5% stake. PNB paid RM3.40 per share for 
the stake from Naim managing director/chief executive officer Datuk Hasmi 
Hasnan on Jan 28. With the divestment, Hasmi's stake (direct and indirect) in 
the company has been reduced to 22.86%. Source: The Star Online 
 

 Malaysian Resources Corp Bhd (MRCB) has more than tripled its fourth-
quarter net profit, helped by improved margins and cost-saving initiatives. The 
property development, engineering and construction group recorded a RM41.5 
million net profit for the quarter compared with RM12.4 million recorded in the 
same period in 2009.Source: Business Times Online 
 

Equity Market Outlook 
 

 The floodgates were opened last week as the benchmark KLCI took an about 
turn after failing to cut above the 1,540 level on the back of an accelerated 
selling pressure. The bellwether index fell below the 1,500 psychological level 
in the last two trading days buoyed by the steep correction of the plantation, 
financial and construction stocks. The tumultuous performance was pinned by 
the external concerns in the Middle East and China as the local scene did not 
provide any significant news flows to warrant such a steep dip in a span of two 
trading days. Going forward, it remains to be seen whether the KLCI will be 
able to stage a recovery tone as the negative market breadth (whopping 7:1 
ratio) in the last two trading days could possibly indicate a limited upward 
trajectory. Although it remains natural in any steep correction to see 
intermittent rebounds, our concerns are still skewed towards a bearish notion. 
To that effect, we are lowering our support zone to 1,480-1,460 level whilst any 
upward trend will be capped at the 1,530 level this week.  

 

 Most Asian nations ended mix last Friday but regional markets were the most 
hit countries after fear of rising inflation rate as well as China tightening its 
monetary policy dropped a bombshell to most South East Asian (SEA) indices. 
Among the poor performers was KOSPI Index which eased 6.3% WoW, 
Singapore Straits Times Index fell 4.51% whilst the Thai Stock Exchange shed 
4.33% last week. Investors took a negative view on the move by China to hike 
some of the smaller bank’s reserve ratios. In addition rotational selling 
activities by foreign funds have also affected the performance for Kospi as well 
as the other SEA indices. This week, more of the same trend will occur as we 
have yet to see the volatile trend to fritter away. Although there will be 
intermittent buying support, any upward trend will also be limited this week.  

 

 The Dow Jones Industrial Index continued its winning streak last week after 
climbing above the 12,200 level on renewed buying support. Although the 
trend in the last two trading days was slightly volatile, news of easing jobless 
claims as well as strong quarterly earnings report from companies managed to 
thwart the selling pressure on some of the key blue chips. The weekly jobless 
claims that fell for the first time below the 400,000 mark since December-10 
provided a modicum of support for the market as it will pave way for further 
substantial gain in hiring. Although the economy has painted a more optimism 
sentiment, the overstretched Dow Jones Index will be a cause for concern. At 
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this juncture, a reversal is imminent as the extreme overbought technical 
indicators for the Dow Jones could limit the upside potential to 12,300-12,400 
level this week. Any downside risk will see the Dow Jones easing back 
towards the 12,000 psychological support level.  

 

 It was mostly quiet on the local front as there were no significant changes to 
warrant a strong buy conviction to the KLCI. As most investors were still 
affected by the Middle East tension and regional uncertainties, the KLCI was 
unable to absorb the accelerated profit taking activities in the last two trading 
days. In addition, investors are now waiting for the quarterly earnings results to 
be announced this month and so far, most of the results that were released 
came in within investors and analyst expectations which could also be the 
dampener for any market recovery in the next two weeks. On the political front, 
Malaysia will undergo the 16th by-election after the death of the Kerdau 
assemblymen last Saturday.  

 

Equity Investment Tactics and Strategy 
 

 It was a tale of two halves last week with the KLCI making promising gains 
during the first three trading days only to be met with a wrath of profit taking 
activities that dragged the KLCI to close below the 1,500 level. Average trading 
volume rose to one of its strongest this year with 2.5bn shares traded vs. 1.6b 
in the last two weeks. The overly bearish market breadth depicted last week 
was also an indication that most investors were not willing to hold on to 
previous gains and were seen offloading some of the key sector performers 
that has been on an uptrend since December-10. This week, we are still 
expecting an erratic trend as most economic data released locally are skewed 
towards a weaker GDP growth for 2011. In addition, the announcement of the 
quarterly results will also provide investors with a clearer picture of the current 
economy. Investors should only purchase shares once the KLCI is more 
stabilize or at the 1,490-1,480 support zone this week.  

 

 The economic data released last week saw the export numbers moderating to 
4.6% YoY in December vs. 5.3% in November as declines in export to 
European Union, China and Japan dragged the export data to below the 5.0% 
last month. On the other hand, manufacturing sales gained pace last month as 
it rose to 11.4% in December-10 vs. 8.5% in November-10, an indication that it 
has regained some momentum in manufacturing goods especially to the SEA 
nations. Nonetheless, as the inflationary pressures continue to spook investors 
sentiment, the GDP growth for Malaysia is expected to moderate to 4%-5% in 
FY11 vs. 6%-7% in FY10.  
 

 As stated earlier, the inflationary pressure which was caused by the rising food 
prices will be a dampener for the GDP growth in FY11. Already, corn has 
rallied in recent months from a low of US$3.60/bushel to US$7/bushel that 
could possibly send a warning shot that food inflation is creeping in strongly in 
the 1H11. The cost push inflation is also a concern for SEA nations as India’s 
Sensex has been underperforming in the last one month due to the rising 
inflation rates. Malaysia’s inflation rate is forecast at below 3.0% this year and 
is backed by a strong Ringgit vs. the US$.  

 

 As we are already anticipated an erratic session this week, we do not foresee 
any changes to our buying radar as we are focused on selective heavyweights 
with a balanced fundamental and technical health. Most of the stocks that are 
in our buying radar have been vulnerable of late especially the plantation, 
consumer and financial stocks. Nonetheless, we are not looking to alter our 
views based on the recent market performance as we believe a mid-term 
technical rebound is imminent. To that effect, investors should collect shares at 
the stipulated support zone as the technical indicators for these stocks will be 
oversold by then. In addition, we also expect to see companies with 
expectations of strong quarterly result to be resilient to any steep drop this 
week. Our asset allocation remains above 85% this week.   
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Weekly Technical Outlook 
FBM KLCI Technical Chart 

 
 
Technical Indicators Scoresheet: 

Relative Strength Index: 32.60-level. Easing trend at the neutral zone 

Stochastic:   15.13-level. Oversold indicators. Volatile trend ahead 

MACD:  (5.82)-level. Staged a bearish crossover – Volatile trend ahead 
Exponential Moving Averages: Below the 100-day EMA 
 
Outlook: The KLCI staged a correction tone last week as it fell below the 1,500 
psychological support level as strong selling conviction on some of the key blue chips 
prevented the KLCI from surpassing the 1,540 level. The steep correction has pushed 
most of the technical indicators into the lower band of the neutral region whilst the 
steep drop of the MACD signal line from the neutral-positive zone towards the negative 
territory was also an indication that the upside potential this week will be limited.  
 
Judging from the Japanese candlestick ‘Black Window’ formation recently, we expect 
the 1,490-1,480 base level to be the targeted support level on further selling pressure. 
As the RSI signal line is also heading further south last week, we do not foresee the 
KLCI to stage a strong upward trend to overcome the 1,540 level. The negative 
crossover for the Stochastic indicator is depicting a volatile mode this week. In terms of 
the support, the KLCI is expected to form a base level at the 1,480 level before we can 
see a meaningful recovery. Although it is also natural for the KLCI to stage a rebound, 
the possibility of the “Dead Cat Bounce” situation will also occur this week that could 
dampen the overall recovery trend.  
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Dow Jones Industrial Index Technical Outlook 
 

 
Technical Indicators Scoresheet: 

Relative Strength Index: 78.17-level. Neutral zone. Signal line seen rising 

Stochastic:   97.84-level. Overbought zone. Has staged a negative crossover 

MACD:  153.65-level. Upper band of positive territory. Volatile trend this week 
Exponential Moving Averages: Above the 100-day EMA. 
 
The Dow Jones ended above the 12,200 level last week as a slew of buying interest 
provided the much needed support to thwart the increase in selling pressure 
throughout the five trading week. Nonetheless, the trading pattern was slightly choppy 
towards the last two trading days of last week, suggesting that an imminent correction 
will be on the cards near the 12,300-12,400 level. Although the overall technical 
indicators are already on an extended run up, we are adjusting slightly our weekly 
resistance to 12,400 from 12,350 as we still believe the Dow Jones will be able to 
progress towards the 12,400 zone by this week as the technical indicators have yet to 
signify a correction tone. 
 
Tactically, our views of a limited trading band were evident last week as the Dow Jones 
overall movement was within the 100-150 points trading. Nonetheless, as the RSI and 
Stochastic indicators are already on an extended overbought movement, we are 
expecting the overall trend to be slightly volatile despite the Dow Jones breaking all the 
interim resistance levels in the last one month. Although the Dow Jones has been 
resilient in recent weeks, ignoring the divergence signal form the key technical 
indicators will be a risky bet. To that effect, any downside risk will be supported at the 
EMAs or at 11,600-11,500 base level. Resistance is raised slightly to 12,400-12,450 
level this week.  
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Ringgit Technical Chart 

 
Technical Indicators Scoresheet: 

Relative Strength Index: 47.63-level. Rising trend. 

Stochastic:  42.83-level. Oversold zone. Easing indicators.  

MACD:  (0.01) level. Has staged a positive crossover 
Exponential Moving Averages: Below 10-day MA. 
 
The Ringgit’s performance were within our expectations last week as it was trending 
within a limited trading band of RM3.0550-RM3.0350 as investors were skeptical of the 
Ringgit surpassing the RM3.0300 level. We are expecting the overall trend for the 
Ringgit to remain in its sideways motion as the overall technical indicators are still 
flattish to warrant such a significant upward or downward ticks. To that effect, we doubt 
the Ringgit will be staying above the RM3.0300 level as it will be vulnerable to an 
accelerated profit taking activities. On a better note, the ability for the Ringgit to stay 
above the upper band of the RM3.0350-RM3.0550 level is an indication that the mid-
term outlook remains positive.  
 
Based on the performance of the technical indicators, the flattish MACD signal line is 
signifying a limited trend for the Ringgit whilst any downside risk will also be limited in 
the short-term. The negative crossover for the Stochastic indicator is also signifying a 
sustainable upward movement of the Ringgit in the mid-term. As the Ringgit has yet to 
breach any significant support levels, we are maintaining our support level for the 
fourth week at RM3.0650-RM3.0750 from the previous support line of RM3.0850 as 
the technical indicators are now signifying a sustainable uptrend or until the expected 
trajectory level of RM3.000 this week.  
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MGS 10 Year Technical Chart 

Technical Indicators Scoresheet: 

Relative Strength Index: 54.04-level. Rising trend 

MACD:  0.012-level. In positive territory.  
Exponential Moving Averages: Above 10-day MA. 
 
The 10-year MGS chart reversed its bullish mode last week after climbing back 
towards the 4.07% level from 3.99% previously. Sporadic selling activities have 
pushed the yields to close slightly below the 4.10% level which coincides with our 
weekly support level this week. For this week, we are looking into the possibility of 
volatile swings of the yields towards the 4.05%-4.15% as the flattening trend for MACD 
signal line could possibly indicate a possible volatile movement for the yields. Any 
upside movement is also capped at the 4.00%-3.95% this week. 
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Fixed Income Outlook & Strategy 
 

Rates Closing Yield and Review
 

 

Source: RHB Research Institute 
 

 With a full 5-day of trading last week, MGS volume picked up by 113.2% WoW 
to RM5.7bn versus the weak volume in the 2-day trading week ended 2-Feb-
11 due to the Chinese New Year holidays. However, volume has not yet 
recovered versus the week prior to that, ended 28-Jan-11 where weekly 
volume ended at RM9.9bn. This week, all benchmarks saw selling with the 5- 
and 10-yr notes falling the most as yields added 11.0bps and 7.0bps 
respectively. The selling in MGS was in line with regional trends as global 
funds ease out of the Asia Pacific as countries in the region continue tightening 
measures, and in particular this week, China’s 25bps rate hike on 9-Feb-11. 
 

 PDS trading volume surged 22% to RM1,851m after the Lunar New Year 
holiday. Strong trades were seen in the “AAA” segment with 47% trade share, 
followed by non-rated issuances at 25%, and “AA” at 22%.  

 
Market Outlook & Strategy
 

 
 It was a mixed performance on the MGS and PDS markets last week with the 

latter asset group was traded actively. The quiet MGS market throughout the 
week was also due to the uncertainties on the economic situation especially 
the Middle East conflict as well as China’s move to tighten its monetary policy. 
We are expecting more of the same trend this week as more economic data 
will be released that could be the kicker for the yields in the short-term.  
 

 It will be a heavy week for the US economic data as more economic indicators 
will be released. The FOMC meeting statement will also be released on 
Wednesday and it will provide more clues of the ongoing economic recovery in 
the US. On an important note, the inflationary pressures creeping in due to the 
increase in food prices will also provide a significant impact to the US and 
global GDP growth. Any impediment to the upside should be treated cautiously 
this week.  
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FBM KLCI Weekly Statistics
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Weekly US Economic Calendar
 

 

Tuesday, February 15, 2011 Retail Sales – January 
Retail Sales – ex auto – January 
Import Price Index – January 
Empire State Index – February 
Inventories – December 
Home Builders Index – February 

Wednesday, February 16, 2011 Producer Price Index – January 
Core PPI – January 
Housing Starts – January 
Industrial Production – January 
FOMC Minutes – 1/26 

Thursday, February 17, 2011 Jobless Claims – 2/12 
Consumer Price Index – January 
Core CPI – January 
Leading Indicators – January 
Philly Fed – February 

 
 

 

 

 

 

 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Disclaimer: 
 
This document is prepared by RHB Investment Management Sdn Bhd (RHBIM). The opinions and 
information contained herein are based on available data believed to be reliable. It is not to be 
construed as an offer, invitation or solicitation to buy or sell the securities covered by this 
newsletter. RHBIM does not warrant the accuracy of anything stated herein in any manner 
whatsoever and no reliance upon such statement by anyone shall give rise to any claim 
whatsoever against RHBIM. RHBIM and/or its associated persons may from time to time have an 
interest in the securities mentioned in this newsletter. This newsletter may not be reproduced, 
copied or circulated without the prior written approval of RHBIM. 


