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Potential Recovery Leg Within Weeks 

Market Review KLCI Index 

• The market rallied to reach a peak of 890.57 points on 
27 March as the US government offered up to USD1 
trillion worth of financing to buy toxic assets off the 
banks as well as the smooth transition of power during 
the UMNO general elections. At the end of the month, 
KLCI closed at 872.55 points, down 2.03% from the 
previous month. 

• CPO managed to hold its fort well, especially in March, 
with the closing price of RM2,116/tonne, an increase 
of 10% compared to the close price in February.  

• Crude oil rose 10% to $49.66/barrel from $44.76/barrel 
last month driven by production and the US dollar 
strength. 

• Malaysia’s Ringgit strengthened 1.6% for the month to 
RM3.6445/USD as stocks rallied from the low on 
optimism that the government’s second stimulus 
package will help to boost up economy. 
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Corporate Moves 

• The government unveiled a Mini Budget valued at RM60b on 10 March ‘09 – almost 9% of GDP – which will span 
2009-10. The four thrusts of the plan are aimed at reducing unemployment and increasing employment 
opportunities; easing the burden of the Rakyat, in particular, the vulnerable groups; assisting the private sector in 
facing the crisis; and building capacity for the future. 

• Deputy Prime Minister Najib was elected unopposed as the president of UMNO and is set to become Malaysia’s 
sixth prime minister. The incumbent Prime Minister Datuk Abdullah Ahmad Badawi will tender his resignation on 2 
April and will hand over power to his deputy. 

• TM start talks in May to sell capacity on a RM8.9bn fibre optic network it is building. Mobile-phone operators, 
including Maxis and Digi would be eligible to bid for access to its fibre-optic transmission network after TM reveals 
its pricing structure in April. 

• IOI Corp will not revise the offer for IOI Properties and will proceed with taking the company private. The company 
argued that the offer price was fair and reasonable in the light of the current global economic downturn. It has 
extended the deadline of its takeover offer for the remaining shares it does not own in IOI Properties Bhd (IOI Prop) 
by 14 days to March 31, as the acceptance level of 89.68% is not enough to trigger a compulsory acquisition of the 
latter. 

Equity Market Outlook and Strategy Market Indices and Sectoral Performance 

• The run-up from the end of March could potentially 
spillover into the month of April on the back of the 
smooth transition of power from Datuk Seri Abdullah 
Badawi to Datuk Seri Najib Tun Razak and ahead of 
the unveiling of a new cabinet lineup.  

• However, the outcome of the three bi-elections could 
throw a spanner into the works should there be further 
losses for the National Front.  

• We continue to adopt a trading stance on the market 
whilst remaining invested equities as we believe that 
the market will reverse its in negative direction in the 
months ahead.  

• Technically, KLCI will be aimed at the 940 resistance 
level with the support level of 850. According to 
RHBRI, a solid resistance zone of 920-980 could be 
challenged over the next couple of months should it 
gather enough strength in the next few weeks.  
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Gross Domestic Product Motor Vehicle Sales  
 

 
 

 

 

Consumer Price Index Foreign Exchange Reserves 

 

 
 
 

 

 
 

Industrial Production Index External Trade 

 

 

 

 
 

Oil Price Selected major bourses YTD performance 

 

 
 

US New House Sales Commodities 
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BOND MARKET REVIEW, OUTLOOK AND STRATEGY 

US Treasuries. 

 

• Sentiments in the US Treasuries market improved on 

the back of grim economic and corporate newsflow. 

The bullish sentiment was later hampered by more 

optimistic outlook when Citibank reported profits for 

the first 2 months of 2009. Investors were also 

becoming more concerned about the excess US 

Treasury supply going forward.  

• As widely expected the Fed Fund rate was maintained 

at a range of 0% to 0.25% in March’s FOMC meeting. 

The Fed also revealed their decision to buy up to USD 

300 billion of long-tenured US Treasuries over the 

next 6 months. However, the positive impact to the US 

Treasuries was short lived as investors continue to 

focus on the expected larger supply of securities. 

• The economic data released during the month was 

mixed, but skewed on the negative. On the negative 

end, the unemployment rate deteriorated to 8.1% in 

February 2009 from 7.6% in the previous month. 

Pending home sales also contracted 7.7% in the same 

month compared to 4.8% before. The 4Q08 GDP was 

a 6.3% contraction (annualized), the worst reading 

since 1982. On a brighter note, the Confidence Index 

from University of Michigan improved slightly to 56.6 

in March from 56.3 previously.  

• By the end of the month, the US Treasury yield curve 

flattened with the 2-year and 10-year US Treasury 

benchmark yields lower by 17bps and 34bps to 

0.7960% and 2.6629% respectively.  

• Meanwhile, Asian exports slowed amid the crisis, as 

India, Indonesia, Singapore and South Korea’s 

shipment numbers plunged. Hong Kong, Japan and 

Singapore’s CPI decelerated, mainly on lower food, 

energy and commodity costs. In light of the worsening 

situation, New Zealand, Indonesia and India eased 

monetary policy further, while Australia and Korea 

kept rates unchanged. Additionally, South Korea 

announced a 29.8 trillion won supplementary budget 

to provide liquidity to the markets. In Europe, ECB and 

BoE further cut 50 bps off their respective policy rates, 

to record lows. Similar to US’s quantitative easing 

methods, the BoE purchased £ 2 billion worth of gilts 

which drove down the 10-yr UK sovereign bond yields. 

However, overall Europe and US bonds prices fell, on 

account of increased debt supply and encouraging 

economic data, such as the improvement in European 

PMI and US housing data. 

 

Local Bond Market 

 

• The MGS market was volatile with a yield curve 

flattening bias after Bank Negara Malaysia revised the 

MGS calendar auction 2009 on 20 March. The obvious 

change on the calendar was the shift of focus from 

long-tenured issues to short and medium-tenured 

issues. During the same month, the second stimulus 

package amounting to MYR 60 billion was also 

announced. Compared to the first package, which was 

only about 1% of Malaysia’s average GDP, this ‘mini 

budget’ is more intensive in additional government 

spending, which is expected to widen the fiscal deficit 

from the earlier projection of 4.8% to 7.6% of GDP for 

2009. Together with the coming maturities of MGS in 

2009, the government is expected to have a funding 

requirement of MYR 91 billion in total. This is likely to 

be sourced from new issuance of MGS, non-MYR 

sovereign bonds, government guarantees and to a 

certain extent, from the MYR 5 billion Syariah-

compliant Merdeka bonds available for subscription by 

the general public (21-years old and above). 

• For the month, the 3-year MGS benchmark yields were 

higher by 25 bps at 2.79% while the 10-year MGS 

yields were lower by 22bps to 4.85%.  

• On the economic front, the industrial output declined by 

20.2% year-on-year in January 2009, while the CPI in 

February 2009 slowed to a 10-month low of 3.7% 

years compared to 3.9% from the previous month. In 

BNM’s latest report, 2009’s GDP is expected between -

1% to +1%. Although the government is actively taking 

measures to mitigate the downside risk of the 

economy, they are not expected to rely heavily on 

interest rate cuts. BNM re-iterated that the interest rate 

cuts have been front-loaded. 

• The corporate bond market was quiet as expected due 

to a lack of new pipeline supply causing liquidity in the 

secondary market to thin further. Investors stayed on 

the sides lines, waiting for government bond yields 

settle before take new positions. The trading activities 

were seen mostly on the high grade segment. Apart 

from that, trades bank subdebts were like the EON, 

Public Bank and Maybank were seen sporadically. 

New issuance for the month included bonds from 

Cagamas Bhd and Pinnacle Tower Sdn Bhd.  
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Outlook & Strategy 

 

• Despite BNM’s comments that interest rate cuts may have been front-loaded, there is still likelihood that another 

rate cut may materialize in the coming MPC meeting on 29 April 2009. This is on the back that the interest rate 

levels have room for further cuts as the easing monetary policy will expedite the recovery of the economy via 

induced consumer and corporate spending. However, should we see stability in US economic data, then an OPR 

cut may no longer be necessary.   

• With the interest rate cuts cycle nearing its bottom, the downside for bond yields may be limited. Having said that, 

the bond may not be subject to immediate selling pressure as there is little risk of the interest policy reversing in 

2009, and the domestic fixed income investors need to stay invested in bonds for interest income, which still has 

substantial spread against money market placements.  

• The local credit scenario appears to have a brighter outlook given the recent revival of Corporate Debt 

Restructuring Committee (CDRC) by BNM. CDRC’s role will include facilitating the restructuring of corporate 

borrowings with multiple creditors and debt instruments, including private debt securities. While the impact may not 

immediate, it represents the intentions of the bank regulator to improve the perception of currently quiet and shallow 

debt capital market for the corporate sector.  

• In view of the above, the fund’s strategy is to maximise the returns of its investments via tactical asset allocation 

and coupon income. As a result, the fund should be able to withstand the market’s fluctuations while maintaining a 

target return which is above its benchmark.   

 

 

 
 
 
 
 
 
The Disclaimer: 
 
This document is prepared by RHB Investment Management Sdn Bhd (RHBIM). The opinions and information contained herein are 
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