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Market Review 
A continuing theme of volatility this week 
 

 The FBMKLCI ended the week on a better note after an increase in 
buying conviction helped lift the KLCI 0.78% from the previous low. 
The positive performance for the regional markets also provided some 
comfort for local investors to purchase key sectors. Going forward, we 
are still expecting the volatile trend to continue as the current market 
situation impacted by the external factors has yet to taper off. Any 
upward movement remains capped at the 1,525 level whilst the 
downside risk is seen at 1,480 base level.  
 

 The 10-yr/3-yr spread widened by 6.0bps last week, indicating a 
steepening of the yield curve in line with a more optimistic global 
economic outlook. 

 

 Crude Palm Oil closed 3.08% lower WoW to RM3,282.00/tonne on 
concerns that a decline in exports from Malaysia may boost stockpiles 
of cooking oil in the world’s second biggest producer. 

 

 Crude Oil ended the week 3.89% higher to US$105.00/barrel as 
political unrest in the Middle East and North Africa and signs of strong 
global demand kept crude near two-year highs. The overall trend is 
also expected to remain bullish as there are no near-term solutions for 
the escalating tension in the Middle East. We are maintaining our 
bullish stance for the crude oil with upward movement capped at 
US$110/barrel in the mid-term. 

 

 The Ringgit registered a weekly gain of 0.66% to RM3.0220/USD, 
reaching its strongest level in 13 years on speculation that borrowing 
costs will be raised to help cool inflation as CPI is expected to rise to 
3.5% this year versus 1.7% in 2010. 

 
 

Sector Key Indicators 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source Bloomberg/RHBIM 
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Notable events during the week 
 

• Abu Dhabi Commercial Bank is looking to sell its 25 per cent stake in RHB 
Capital as the UAE bank looks to focus on efforts closer to home. China 
Construction Bank (CCB) and several banks from the Middle East, including 
Qatar, are keen on Abu Dhabi Commercial Bank (ADCB)'s 25 per cent stake in 
RHB Capital Bhd (RHBCap).Source: Business Times Online 

 

• Gamuda Bhd's second-quarter net profit rose 20% to RM94.03mil from a year 
ago on higher contributions from all businesses. Gamuda said works on the 
Klang Valley mass rapid transit project would commence in the third quarter of 
this calendar year. Source: The Star Online 

 

• Tenaga Nasional Bhd (TNB) has acquired 66,538,269 ordinary shares of 
RM1 each in Integrax Bhd, representing 22.12% equity interest of Integrax for 
RM106.5mil cash. TNB intend to fund the purchase consideration entirely 
through internally generated funds. Source: The Star Online 

 

• Sime Darby Bhd said its indirect wholly owned unit Sime Darby Engineering 
Sdn Bhd will see a write back of some RM100mil in its profit and loss 
statement from a settlement agreement between the unit and Maersk Oil Qatar 
A/S for a contract signed four years ago. Source: The Star Online 

 

• Ramunia Holdings Bhd has signed an agreement with Drydocks WorldDubai 
LLC and NTM Refection II AS for a floating production, storage and offloading 
(FPSO) deep producer vessel, known as the MT Laurita. The arrangement 
would provide the company with an opportunity participate in the development 
of marginal oilfields and deepwater fields in Malaysia and the region. Source: 
The Star Online 

 

• Total vehicle sales were flat last month, slipping a marginal 0.66% to 40,387 
units from 40,654 units in the previous corresponding period. The Malaysia 
Automotive Association (MAA) attributed the sales performance to the 
seasonal trend for the month of February and also because it was a shorter 
working month. Source: The Star Online 

 

Equity Market Outlook 
 
 

 The KLCI ended the week on a much better note after it closed above the 
1,515 level on renewed buying interest. A mediocre buying pattern would sum 
up the whole of last week but its ability to move off its doldrums was supported 
by bargain hunting activities on some of the key heavyweights as well as the 
positive tone for the technical indicators that managed to prevent the KLCI from 
succumbing to more selling pressures. For this week, we are expecting the 
overall trend to be a mirror image of previous five days as we still believe that 
the overall market sentiment has yet to stabilize due to the external factors. We 
are maintaining our weekly resistance at the 1,515-1,525 upward channel band 
whilst further downside correction could possibly see the KLCI retreat towards 
the 1,500-1,480 support base. Investors should continue to advocate the sell 
on strength and buy on dips strategy this week until the external risk factor 
reaches its ending in the mid-term.  

 
 The Asian nations ended the week mix but were in positive territory as buying 

support emerged at the early part of the week due to the attractive positions of 
the key regional heavyweights. The Nikkei 225 also showed better resilient as 
buying interest on technology stocks pushed the Nikkei 225 to end the week on 
a stronger note. The Hang Seng Index also ended in bullish territory after 
bargain hunting activities on banks and financial stocks lifted investors’ 
confidence. We are looking into more of the same buying and selling strategy 
for the Asian nations this week as we still believe that investors are not back in 
droves to inspire the Asian nations to a rally.  The escalating tension in Libya 
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as well as the Euro-debt crisis will prevent the regional stocks from staging a 
strong and sustainable recovery this week and we are expecting to see 
sporadic selling pressure to occur that will prevent a strong return for regional 
indices.  

 

 Like the regional indices, the Dow Jones ended the week slightly higher and 
above the 12,000 psychological level as potential corporate earnings results 
provided the much needed catalyst for US investors. Nonetheless, as the 
underlying pattern for the Dow Jones is still being clouded with flashes of fear, 
we doubt it will have the staying power to stay above the 12,200-12,300 level 
this week. The average trading volume remains mediocre as investors were 
not overly bullish or bearish on the current situation. We will be watching 
closely the performance for the Dow Jones this week as more economic data 
will be released and any subtle changes is likely to provide a clearer picture on 
the next movement for the index. Any downside risk is likely to be capped at 
the 12,000-11,800 base level this week.  

 
 Local investors were more concern of the external factors that has somewhat 

thwarted the buying frenzy. The rising crude oil prices which soared above the 
US$105/barrel was also a concern for local investors as fear of the rising 
inflation will dampen Malaysia’s economic growth. In addition, the Domino 
effect on Japan’s nuclear radiation will also be a hindrance for a strong buying 
sentiment. With last week’s average trading volume of less than 1bn shares, 
any upside movement will be capped at the stipulated resistance zone whilst 
the downside risk is capped at the 50-day and 100-day Exponential Moving 
Average support of 1,480 base level.  

 

Equity Investment Tactics and Strategy 
 

 The performance for the KLCI was in line with our weekly resistance target of 
1,515-1,525 level and we do not foresee any telling signs that the level will be 
breached significantly this week. As the overall market is lacking the ‘feel good’ 
factor of a strong recovery, any upward movement is likely to be met with 
strong retreats this week. Strategy wise, any significant trajectory will also be 
met with an accelerated selling pressure and we expect the 1,525 level to 
provide a strong hurdle for the bulls to overcome. At best, investors should look 
upon trading the market with greater caution as any upticks that are not 
supported by strong volume will not be sustainable. To that effect, we expect 
investors to place more selling conviction at the 1,525 level whilst any strong 
bargain hunting activities will emerge at the 1,500-1,480 base level.  

 

 The local economic highlight for last week was the released of the Bank 
Negara Malaysia (BNM) 2010 report. BNM expects the GDP growth for 2011 to 
moderate to 5%-6% compared to 7.2% in 2011. The cautious outlook by BNM 
was also due to the inflationary pressure that has been creeping in due to the 
escalating crude oil prices. BNM has forecast the CPI numbers to accelerate to 
2.5%-3.5& from 1.7% in 2011. To that effect, the normalization process for the 
interest rates is expected to continue in the 2H11 with consensus expectations 
of another 50bps that will bring the Overnight Policy Rate to 3.25% normal 
level.  

 

 As expected, the oil & gas and Sarawak-based counters were the major 
runners last week but a much broad based bargain hunting activities have also 
pushed some of the consumer, plantations and building materials from its low. 
We are expecting the overall trend to remain the same with intermittent selling 
activities on the oil & gas stocks. Overall, the KLCI is expected to remain in a 
limited trading channel and we are expecting these sectors to be the major 
mover for this week. On an important note, failing to cut above the 1,525 upper 
band will see the KLCI succumbing to selling pressure and it is advisable for 
investors to accumulate shares only on significant dips. Investors should also 
avoid playing catch up with shares that have risen more than 15% in the last 
five days. Our asset allocation remains at 85%. 
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Weekly Technical Outlook 
FBM KLCI Technical Chart 

 

 
 
 
 
Technical Indicators Scoresheet: 
MACD:  (1.51)-level. Reversing from bearish area – Volatile trend ahead 
Exponential Moving Averages: Above the 100-day EMA 
 
Outlook: The bellwether index was hovering precariously near the first resistance level 
of 1,515 as buyers continue to execute conviction to the key heavyweights. Judging 
from the jittery performance in the last five trading days, we are doubtful that the 
current uptick will be able to sustain as the waning momentum could possibly indicate 
selective buying support in the overall market. For this week, we are maintaining our 
upper band resistance at the 1,515-1,525 level. Although there is still a possibility that 
the KLCI will surpass 1,525, albeit briefly, the downside risk remains a risky bet which 
is now seen at the 1,480-1,470 base level. At best, selling into strength and buying into 
significant dips will be a better bet in the short-term trading position.  
 
Our key trigger point at this juncture will be the movement of the MACD signal line. 
Although the signal line has staged a crossover and is moving off its lows, the position 
in the negative territory is likely to indicate a much limited upside. In addition the 
flattening RSI signal line is also a concern as it has yet to signify a buy trigger. In a 
nutshell, the bottoming pattern or a confirmed Buy strategy can only be ignited once the 
MACD signal line crosses above the bullish level. To that effect, we are expecting the 
overall trend to be volatile this week.  
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Dow Jones Industrial Index Technical Outlook 

 
Technical Indicators Scoresheet: 
MACD:  1.59-level. Positive crossover. Rising towards 12,250-12,300 
Simple Moving Averages: Above the 100-day SMA. 
 
The Dow Jones Industrial Index stepped up its trajectory to move away from the 12,000 
psychological level as investors continue to bargain hunt key heavyweights that helped 
lift the Dow Jones above our first resistance level of 12,150. The upward trend came as 
the index was able to absorb the selling pressure at the 12,150 level and has pushed 
some of the key technical indicators to move from its low base to the middle band of 
the neutral zone. At this juncture, it will be very tricky to indicate a strong bullish 
outcome for the overall market due to the neutral technical indicators. To that effect, we 
are cautiously optimistic of the current situation, but bearish run-ins (intermittent selling 
pressure) are also expected to creep in into the short-term. 
 
The negative condition for the MACD signal line is also an indication that the 
movements for the Dow Jones this week will be volatile with significant swings and 
failing to cut above the 12,250 level will drag the Dow Jones back to the neutral level. 
We are expecting the mid-term trend to be consistent only after the MACD becomes 
positive in the mid-term. For this week, we are raising slightly our resistance from 
12,150 to 12,250-12,300 level and any downside trend will see the 12,000-11,800 level 
to provide a support for any accelerated selling pressure. 
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Ringgit Technical Chart 

 
Technical Indicators Scoresheet: 
RSI:  40.26 level. Sideways movement 
Simple Moving Averages: Above 10-day SMA. 
 
The Ringgit was flat against the US$ as investors were seen uncertain over the next 
direction of the Ringgit after it was able to maintain above the RM3.0290 level last 
week. At this juncture, we are expecting a flattening trend for the Ringgit with a 
maximum upward movement of RM3.0250-RM3.0150. Nonetheless, we doubt whether 
the Ringgit will have the staying power to cut and stay above the RM3.0150 level as the 
overall technical indicators are now seen flattening at the middle and lower band of the 
neutral zone. As the Ringgit is also below all key Moving Averages, any price 
weaknesses are also limited to the RM3.0400-RM3.0500.  
 
We do not foresee a steep correction or upward movement this week as the RSI signal 
line remains flat at the 40-level. The sideways trend for the MACD signal line is also an 
indication that the Ringgit will stay traded within a trend channel of RM3.0200-
RM3.0400 in the short-term.  
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MGS 10 Year Technical Chart 

 
 
Technical Indicators Scoresheet: 
MACD:  (0.009)-level. In negative territory.  
Simple Moving Averages: Below 5-day MA. 
 
The overall trend was volatile throughout the week but was slightly bearish after the 10-
year yield fell above the 4.05% yield on renewed selling pressure. We are expecting 
the volatile yield to continue this week and we are raising the weekly support level from 
4.00% to 4.05%-4.09% due to the weakening technical indicators. Any improvement in 
the yield trend will see the 10-year yield inching towards the 4.00%-3.95% resistance 
level in the mid-term. As the RSI indicator is also rising, there is still a possibility that 
the yield will test the 4.09% before easing. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
Weekly Newsletter 

 

Weekly Newsletter ▪ 28 March 2011 Page 8 of 10 

Fixed Income Outlook & Strategy 
 

Rates Closing Yield and Review 

 
 

 

Source: RHB Research Institute 
 

 Last week saw a reversal of the global safe-haven shift the week before, as 
issues related to earthquake in Japan on 11-Mar-11 eased somewhat, allied 
forces continued to take military action in Libya, while speculation of a potential 
bailout of Portugal was said to be the last by the EU. Volume in the MGS 
market fell 25.0% WoW to RM15,132m, reflecting less trading interest in fixed-
income investments and a resurgence of equity trading. The 10-yr/3-yr spread 
widened by 6.0bps last week, indicating a steepening of the yield curve in line 
with a more optimistic global economic outlook. The 3-, 5-, 7- and 10-yr 
benchmarks all saw selling last week in contrast with the week before where 
the 5-, 7- and 10-yr notes saw buying and the 3-yr note was unchanged. 
 

 PDS trading gains momentum last week by 39% WoW to RM1.6bn. Trading 
favourites continued to be in the “AAA” segment, with 41% trading share (last 
week: 56%) followed by “AA” at 30% and “NR” with 24% (previously: “AA”:37%; 
“NR”:3%).  

 
Market Outlook & Strategy 
 

 
 

 The overall trend last week was volatile as most of the economic news 
released was mixed. We are expecting more of the same trend this week but 
growing optimism in the US over the economic recovery is also likely to 
dampen the recovery trend for the yields this week. The escalating tension in 
Libya and the on-going radiation contamination damage control in Japan are 
expected to limit the bearishness of the yields this week.  

 
 Less concern over the slow economic growth has pushed the yields above the 

bearish line last week and we are expecting the overall trend to remain 
uncertain as the economic data showed a mix proportion of recovery as well as 
worsening concerns. The increase in the local CPI to 2.9% in February-11 is 
expected to bring relief for the yields but the upward trend is also limited given 
the recovery in the US stockmarket.  
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FBM KLCI Weekly Statistics 
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Weekly US Economic Calendar 
 

Monday, March 28, 2011 Personal Income – February 
Consumer Spending – February 
Core PCE Price Index – February 
Pending Home Sales - January  

Tuesday, March 29, 2011 Case-Shiller Home Prices– January 
Consumer Confidence – March 

Wednesday, March 30, 2011 ADP Employment – March 

Thursday, March 31, 2011 Jobless Claims – 3/26 
Chicago PMI– March 
Factory Orders – February 

 

Friday, April 1, 2011   Nonfarm Payrolls – March 
  Unemployment Rate – March 
  Average Hourly Earnings – March 
  ISM – March 
  Construction Spending – February 
  Motor Vehicle Sales – March 
 

 

 

 

 

 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
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. 
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