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Upside rather limited 

Market Review FTSE BURSA MALAYSIA KLCI Index 

• The market reacted positively to the raise in OPR, 
reaching an intraday 2 year high of 1,334.34 points on 
11 March with banking stocks taking the lead. 
FBMKLCI closed at 1,320.57 points, 3.9% up from the 
previous month.  

• CPO reached a 52-week high on the 8
th
 of March at 

RM2,701MT on expectations of better forecast for the 
commodity. CPO came down 0.7% MoM to close the 
month at RM2,580MT after the last week of the month 
saw rangebound trading due to bearish external 
markets. 

• Crude oil ended the month 5.1% higher at 
USD83.76/barrel as global economic recovery 
promises higher fuel demand. 

• The Ringgit appreciated 4.0% MoM in March ending 
the month at RM3.26/USD, as the Asian economy 
continued to show economic growth. 

 

 
      Source : Bloomberg 

Corporate Moves 

• SP Setia Bhd sales hit RM900mil in under 5 months in the current financial year ending Oct 31. Tan Sri Liew 
Kee Sin attributed the performance to the strong underlying demand for good properties, fuelled by an 
increasingly confident business and consumer sentiment as well as highly supportive financial sector. (The 
Star) 

• A consortium of buyers, headed by an entrepreneurial group coupled with private equity funds, are likely to be 
the parties invited to buy the 32.2% stake in Pos Malaysia which is up for sale. To recap, the Prime Minister 
unveiled key points in the New Economic Model (NEM) at Invest Malaysia , including Khazanah Nasional Bhd 
and the Ministry of Finance Incorporated reducing their stakes in a number of GLCs. (The Star) 

• AXIATA Group Bhd, says it is likely to use part of proceeds from the sale of shares in its Indonesia-based 
subsidiary to reduce debts and as dividend to shareholders. (Business Times) 

• Malaysian Resources Corp (MRCB) is a “potential beneficiary” from a plan by the government and the 
Employees Provident Fund to form a venture to promote the development of 3,000 acres of land outside Kuala 
Lumpur, (Business Times) 

Equity Market Outlook and Strategy Market Indices and Sectoral Performance 

• The run up in March may spill over to the month of 
April on the back of the positive news announced by 
the PM during the recent Invest Malaysia. Interest in 
the market will continue to be fuelled by speculation on 
companies that will benefit from the Government’s 
plans for further liberalized the functions of GLCs 
through privatization and M&A initiatives. 

• Having said that, we believe the market could take a 
breather as the equity market has historically shown to 
be in a corrective mode in the month of April for 50% 
of the 10 years under survey. 

• As the market is pointing towards consensus’ year-end 
target of 1,400, which is about 4% from now, we see 
the upside for the market is rather limited. Thus, we 
continue to adapt a trading stance on the market in the 
short term. We will take opportunity to buy on 
weakness for our long term strategy. 
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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 
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BOND MARKET REVIEW, OUTLOOK AND STRATEGY 

US Treasuries 

• The US Treasury market weakened with yield rising 

more than 20bps across the curve. Apart from easing 

concerns on Greece’s fiscal problem which shed 

demand for safe-haven securities, the improved 

weekly initial jobless claims and better retail sales 

also prompted the selling activity in the Treasury 

market. On a month-on-month basis, the 2-year US 

Treasury yields surged by 20bps to 1.06%, the 5-year 

rose 24bps to 2.54%%, while the 10-year surged 

21bps to 3.83%. 

• On the economic front, the FOMC left the benchmark 

interest rate unchanged but stressed that the 

mortgage buyback programme will end as planned in 

March 2010. Fed reiterated it will keep interest rates 

low for an extended period as economic recovery is 

constrained by weak housing and labour markets. 

Manufacturing activity in the US expanded at a slower 

pace in February 2010, where the ISM manufacturing 

index moderated to 56.5 from 58.4 in January 2010. 

The ISM non-manufacturing Index increased to 53.0 

in February 2010 (January 2010: 50.5), signaling that 

recovery is improving within the services industries.   

• In the Eurozone, Germany’s factory orders climbed 

more than expected by 4.3% m-o-m  and 19.6% y-o-y 

in January 2010 (December 2009: -1.6% m-o-m and 

+7.3% y-o-y). The surge in factory orders was 

attributed to stronger gains in domestic orders by 

7.1% and export orders by 1.9% m-o-m in January 

2010.  

• In Asia Pacific, China economy strengthened further 

as exports climbed for the third straight month by 

45.7% y-o-y, retail sales increased 22.1% y-o-y and 

Industrial production rose 12.8% y-o-y in February 

2010. Separately, Japan’s 4Q09 GDP grew at a 

slower pace of +0.9 q-o-q against the earlier 

estimated +1.1%. The annualized GDP expanded at 

3.8% in 4Q09 weaker than the earlier estimated 

+4.6%.  However, Thailand and South Korea await 

more concrete evidence of a sustainable recovery, 

therefore leaving their benchmark interest rate 

unchanged. In contrast, Reserve Bank of Australia 

raised its benchmark interest rates by 25bps to 4% on 

2 March 2010 on a view that Australia economy is 

likely to expand at or above its average pace over the 

next few years. 

 

 

Local Bond Market 

• The MGS market registered gain for the month; 

benchmark securities shed 8 to 11bps in spite of the 

hike in OPR early of March 2010. The impact was 

muted as bond players had priced this back in January 

2010. Meanwhile, the gain in MGS market was also 

supported by offshore demand on Ringgit play which 

was traded to a record low of 3.294 during the month. 

Buying interest in the longer end of MGS was more 

prominent in March after a moderated February’s CPI 

released. On a monthly basis, the 3-year MGS 

benchmark declined 8bps to 3.26%, 5-year dipped 

11bps to 3.74%, while the 10-year MGS benchmark 

dropped 10bps to 4.16%.  

 

• BNM stressed that the recent hike in rates did not 

represent tightening but instead was a move towards 

normalisation and the overall stance of the monetary 

policy would continue to remain supportive to domestic 

economic activity. The central bank expects inflation in 

2010 range between 2.0%-2.5%. This is in tandem 

with economic recovery after consumer prices 

registered a yearly gain of 0.6% in 2009. Nevertheless, 

the consumer price index (CPI) accelerated by 1.2% y-

o-y in February 2010, a tad below market’s expectation 

of 1.4%. BNM also raised its 2010 growth forecast to 

4.5%-5.5% on the back of a pickup in domestic 

demand and a stronger external environment. The 

revised forecast is substantially higher than the earlier 

forecast of 2%-3% in October 2009 and a significant 

turnaround from a contraction of 1.7% in 2009. 

 

• Two MGS auctions were announced in March 2010. 

The new 7-year benchmark MGS 9/17 worth RM3.5 

billion was issued at an average yield of 4.012% with a 

bid-to-cover ratio of 2.24 times.  While, the 

RM3.5billion 5-year GII9/15 recorded a bid-to-cover 

ratio of 1.93 times and an average yield of 3.86%. 
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Outlook & Strategy 

 

• Prime Minister Datuk Seri Najib Razak announced new measures under the New Economic Model (NEM) would be 

supportive of overall private sector investment including foreign direct investments. The NEM aims to lift the country 

from a middle-income economy that is heavily dependent on trade and commodities to a developed nation status 

by 2020 through economic liberalisation and a greater focus on services. It is also highlighting new growth 

strategies for the country’s economy to reach a high-income status through an Economic Transformation 

Programme (ETP) over the next ten years. 

 

• However, there was no immediate impact to the capital market towards the announcement of the NEM as it is only 

the first part of the framework, while the implementation plan which will only be outlined in the second document to 

be released in June together with the 10th Malaysia Plan, may still be tweaked from the proposed 

recommendations, depending on the feedback from the public during the interim consultation period.  

 

• Even as global economic recovery remains patchy, BNM reiterated its view that it may need to increase interest 

rates further to prevent “financial imbalances” from building up as a result of excessive risk taking. BNM started 

normalising interest rates on 4 March by raising the overnight policy rate (OPR) by 25 bps to 2.25%. Separately, we 

notice a widening trend in the 3 and 5-year IRS/MGS spread, reflecting the normalising interest rate expectations 

and return of confidence in Malaysia’s financial system given BNM’s higher GDP forecast for 2010. 

 

• The yield movement of the MGS is expected to remain flattish in near term given the balance of improving GDP vis-

à-vis lower than expected CPI as well as the expected OPR hike by second half of 2010 vis-à-vis the strong 

support of Ringgit. On the other hand, the PDS market is expected to remain supported due to access demand 

over supply dynamics in the current ample-liquidity market. However the re-balancing of the duration strategy 

would be pivotal.  

•  

 
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. 


