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Bullish Undertone 

Market Review FTSE BURSA MALAYSIA KLCI Index 

• The local bourse marked another milestone for 2009 
by surpassing the 1,200 psychological level to reach 
an intraday high of 1,231.49 points on Sept 23rd, 
driven by positive sentiment and sharp gains in the US 
stocks. At the end of the month, the local barometer 
closed at 1202.08points, up 27.81points or 2.4% MoM. 

• CPO ended the month significantly lower on heavy 
profit taking due to lower soyoil prices as well as 
weaker showing from corn and wheat. The market is 
expected to consolidate as demand from overseas 
market slips. CPO closed at RM,2174.50/tonne, down 
11.4% MoM. 

• Crude oil closed at USD70.61/barrel for the month of 
September, slightly rising 0.9% MoM as the US Labor 
Department reported disappointing employment data 
recently.  

• The ringgit strengthened against the US dollar at 
RM3.459/USD, appreciating by 1.8% MoM on the back 
of news that the government is forming a USD2.5bil 
joint venture investment company with Saudi Arabia. 
The JV is the result of a partnership between 
1Malaysia Development Bhd and PetroSaudi 
International Limited. 

 

 
Source : Bloomberg 

Corporate Moves 

• The manufacturing sales for July fell by a smaller magnitude of 22.4% YoY, compared to 25.3% YoY in June. This 
was the 3

rd
. straight month of improvement and the smallest decline in seven months, in tandem with a smaller drop 

in the exports of manufactured goods. 

• Maxis Bhd is expected to be relisted on Bursa Malaysia main market by year end. The stock’s initial public offering 
(IPO) is estimated to come in at between RM4 and RM6 per share. This is derived from a target market 
capitalisation of RM30bil to RM35bil from its proposed 7.5 bil shares in issue. 

• Multi-Purpose Holding Bhd’s 51%-owned subsidiary–Magnum Corp Sdn Bhd introduced the new 4D Jackpot game, 
40 years after it had launched the first 4D game. Illegal number forecast operators (NFOs) may see their market 
share getting smaller as new games are to be introduced by the listed NFOs in an industry where billions of ringgit 
in revenue are lost yearly due to unlicensed number betting. 

Equity Market Outlook and Strategy Market Indices and Sectoral Performance 

• The overall tone on the market still remains positive 
with some of the research houses raising the target for 
FBM KLCI for 2010 to between 1,250 to 1,300 points. 

• We expect the market to continue its upward trajectory 
as the next catalyst for the index will be the long 
awaited announcement for the awarding of contracts 
for the construction and oil and gas sectors and also 
the upcoming 2010 Budget on October 23rd. 

• In tandem with the improvement in the economy, 
corporate earnings contraction is likely to have passed 
the trough and is on the path to recovery. With AFTA 
coming into effect in 2010, we could expect more 
buoyant market, especially on corporate activities. 

 

 
 Indices Closing

Sep-09 1 mth 3 mths YTD

Composite 1,205.95 2.7% 12.2% 37.5%

FBMEMAS 8,118.06 2.4% 12.6% 41.8%

FBM Syariah 8,301.08 1.3% 11.5% 39.5%

Consumer Products 368.51 2.8% 14.3% 30.7%

Industrial Products 90.03 0.6% 6.0% 34.6%

Construction 233.24 3.1% 12.3% 42.1%

Trading Services 158.38 1.6% 11.0% 34.3%

Finance 9,962.80 5.6% 16.4% 46.7%

Properties 782.32 0.2% 9.1% 51.7%

Plantations 5,922.50 1.5% 9.9% 43.0%

Mining 310.05 -8.4% 25.2% 34.2%

Industrial 2,646.68 2.0% 12.5% 28.2%

         % Change
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Gross Domestic Product Motor Vehicle Sales  
 

2007 2008 2009F 2010F

Q1 Q2 Q3 Q4 Q1 Q2 RHBRI

GDP 6.2 4.6 7.4 6.6 4.8 0.1 -6.2 -3.9 -3.5 3.8

Agriculture 1.4 4.0 6.5 6.3 3.3 0.5 -4.3 0.3 -0.1 2.0

Manufacturing 3.1 1.3 7.0 5.6 1.8 -8.8 -17.0 -14.5 -12.3 4.5

Mining 2.0 -0.8 3.6 -0.5 -0.3 -5.7 -5.2 -2.6 -0.5 1.0

Construction 4.7 2.1 5.3 3.9 1.2 -1.6 0.6 2.8 0.8 3.5

Services 9.6 7.2 8.4 7.9 7.1 5.7 -0.1 1.6 0.8 4.5

2008 2009

 
 

 

 Unit %yoy %mom Unit %yoy %mom

Motor Vehicle 

Sales
48,538.00 2.80 -6.53 51,928.00 -3.80 14.9%

August 09 July 09

 

Consumer Price Index Foreign Exchange Reserves 
 

 

YTD

% yoy % mom % yoy % mom % cum yoy

CPI -2.40 0.2 -2.4 0.1 1.3

Consumer Price Index

July 09August 09

 
 
 

 

US$ (bil)

31-Jul-09 91.2

14-Aug-09 91.4

28-Aug-09 93.3

15-Sep-09 93.5

Months of retained 

imports

Short Term External 

Debt

3.8

Foreign Exchange Reserve

9.0

8.9 3.8

9.4 3.8

9.3 3.8

 
 

Industrial Production Index External Trade 
 

Weightage %yoy %mom %yoy %mom

IPI -8.4 7.1 -9.6 0.2

Manufacturing 70.7 -12.0 6.2 -13.1 2.9

Mining 23.4 -1.9 10.0 -3.4 -5.4

Electricty 6.0 3.1 3.5 2.5 0.1

July  09 June  09

Industrial Production Index

 
 

 

Exports % y-o-y Imports % y-o-y
Balance of 

Trade 

Mar-09 43,572 -15.69 31,026 -29.00 12.50

Apr-09 41,105 -26.3 33,717 -22.4 7.39

May-09 42,919 -29.7 32,905 -27.8 10.01

Jun-09 45,074 -22.7 35,952 -20.9 9.12

Jul-09 48,867 -22.8 41,057 -16.0 7.81

External Trade

 
 

Oil Price Selected major bourses YTD performance 
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US New House Sales Commodities 

 

 % yoy % mom % yoy % mom

US New Home 

Sales
-3.4 0.7 -14.8 6.5

July 09August 09

 
 

 

High Low 1 mth YTD
2,886.0       1,403.5       2,174.5       2,439.0       (10.8) 33.4

874.5          394.0          726.5          682.0          6.5 62.9

17,550.0     9,775.0       14,900.0     14,050.0     6.0 39.3

98.5            31.4            70.6            72.7            (2.9) 58.3

9,250.0       150.0          8,830.0       8,090.0       9.1 29.9

Gold (USD/oz) 1,017.1       713.0                 1,008.3           951.9 5.9 17.3

Cocoa (RM/tonne)

12 months 
Sep-09

Tin (USD/tonne)

Aug-09

WTI (USD/barrel)

Rubber (sen/kg)

% Change

Palm Oil (RM/tonne)

Commodities

 

Source : Bloomberg, RHBIM 
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BOND MARKET REVIEW, OUTLOOK AND STRATEGY 

US Treasuries. 

 

• US Treasury market closed firmer for the month led 

by the longer tenured securities, where the 10-year 

yield dipped the most, by 9bps to settle at 3.31%, 

follow by the 5-year and 2-year which was down by 

7bps and 2bps to close at 2.31% and 0.94% 

respectively. The economic data was mixed, with 

pending home sales and consumer confidence 

improving, but the unemployment rate deteriorated 

further. The pace of contraction in US economy 

narrowed significantly in 2Q09, with GDP contracting 

by -0.7% year-on-year, an improvement from 1Q09’s -

6.4%. Manufacturing activities expanded for the first 

time in 19 months in August, while contraction in 

services activities narrowed for the last few months. 

 

• The gains in the US Treasury were generally on the 

back of the Federal Reserve decision to maintain the 

fed fund rate at 0-0.25% at the FOMC meeting on 

23rd September 2009. The FOMC cited that 

economic conditions are likely to warrant for 

exceptionally low levels of federal fund rate for an 

extended period and also iterated that inflation 

remains subdued, hence mitigating a interest rate hike 

in near term. It also reinforced the view that the Fed 

will focus on with its quantitative easing programme, 

including the plan to purchase USD1.25 trillion in 

agency mortgage-backed securities and USD200 

billion in agency debt securities until 1Q2010 to boost 

the housing and credit market. 

 

• On the Asia front, most major central banks held rates 

unchanged. Correspondingly, the 2Q09 GDP in 

Korea, Australia and India rose faster than expected 

their stimulus programmes feeding into the global 

economy. Additionally, Fitch raised the Korean 

sovereign outlook to “stable” from “negative”, while 

Moody’s upgraded Indonesia’s sovereign rating by 1-

notch in view of improving economic fundamentals. 

Likewise, both European Central Bank (ECB) and 

Bank of England (BoE) held their key rates steady, 

while ECB declared that Eurozone’s recession has 

ended and raised its GDP forecast for 2009. In 

addition, the Eurozone’s September 2009 economic 

sentiment and PMI composite index advanced further, 

but downside risks of the economic recovery remain 

when stimulus measures expire. 

 

 

Local Bond Market 

 

• MGS yields closed marginal higher with thin volume for 

the month. The benchmark papers; the 3-year MGS 

ended 1 bps higher at 2.88%, whilst the 10-year MGS 

rose 5bps to 4.18% and the 5-year MGS closed 

unchanged at 3.72%.  

 

• The mild selling in MGS was attributed to the positive 

economic data that suggests that the economy may 

have hit bottom, with funds flowing into the equity and 

bond markets. Malaysia’s exports and industrial 

production index (IPI) continued showing m-o-m 

improvement. The July IPI fell 8.4% y-o-y, the smallest 

decline in 8 months compared with the 9.5% decline in 

the previous month. July manufacturing sales value 

decreased by 22.4% year-on-year, however compared 

to June, sales rose 7.0% to RM42.2 billion. July 

exports fell 22.8% year-on-year to RM48.9b but on 

month-on-month basis, exports continued to expand 

8.4%, which was the highest export value recorded in 

the first seven months of 2009. To recap, Malaysia’s 

2Q09 GDP showed a smaller contraction of 3.9% y-o-y 

in 2Q09 compared with 6.2% decline in 1Q09.  

 

• Nevertheless, the weak USD and subdued inflationary 

pressure have given some support for MGS market. 

The Consumer Price Index (CPI) for August contracted 

by 2.4% year-on-year for the third straight month as a 

result of the statistical base effect from the petrol hike 

and commodities rally last year. Month-on-month, the 

CPI inched up 0.2% from the past two months’ +0.1%.  

 

• BNM governor Dr Zeti still reiterates that “interest rates 

were at appropriate levels to support demand and 

access for financing”, and hence the overnight policy 

rate (OPR) would remain at 2% unless there are 

material changes. BNM also expects external trade to 

improve in 3Q09 and into positive growth in 4Q09, 

adding that the country’s growth forecast would be 

revised in the 2010 budget. Meanwhile, our Prime 

Minister commented that the government is exploring 

ways to reduce its operating expenditure while 

boosting revenue in order to produce a healthier fiscal 

position next year compared with this year’s relatively 

high budget deficit of 7.6%. He added that the 

government is currently spending extra RM1.0 billion 

per month on top of the two stimulus packages 

announced and is committed to continue this spending 

until end-2010 as the government believes the external 
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economic environment would have improved 

significantly beyond 2010 

 

• Sentiments in the corporate bond market were 

sluggish with most investors staying sidelined due to 

absence of new catalyst. Fund flows were only 

directed at selected medium-dated papers and high 

grades papers. As usual, PDS transactions were 

dominated by the AAA-segment that led by Cagamas, 

Rantau Abang, MISC and Putrajaya. While among the 

AA-rated bonds, YTLPI, PBB, OCBC Malaysia, 

Syabas and Jimah were the most actively traded. For 

the A-segment, buying interest remained selective on 

bank’s sub-debts.   

 

• New primary PDS issuances issued during the month 

included UMW Holdings, CIMB Islamic Bank’s Junior 

Sub-Debt, Rantau Abang, Prasarana and MISC. 

Notably, the take-up rates were relatively healthy 

despite the quiet secondary market. 

 

 

Outlook & Strategy 

 

Generally, the global financial markets have improved as economic activities gradually picked up from the severe 
downturn. More positive economic data indicated a possible recovery stage, although concerns on consumer 
confidence and the high unemployment rate in US still lingers. 
 
MGS market will remain range bound and will likely continue to benefit from the continued accommodative policy from 
BNM. The inflation outlook and interest rate risk should remain benign in the near term as BNM is unlikely to hike the 
OPR any time soon. However, while an anticipated economic recovery in later part of 2010 may have upward pressure 
on interest rates, the excess liquidity in the market is expected to continue supporting the yields. In line with this, we 
maintain invested in the bond market and target for a neutral balance between the portfolio duration and yields to 
manage both risk and returns. 
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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. 
 


