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Market Review 
Market gyrations to provide ample buying opportunities 
 
 

 The FBMKLCI ended almost unchanged as investors were seen 
uncertain on the direction of the KLCI after the pre-Budget 2011 run 
up. At the close last Friday, the bellwether index fell 0.38 points to end 
at 1,490.64 as most investors were seen trimming positions ahead of 
the weekend. Average trading volume for the week remains strong 
with 1.4bn shares traded whilst the mixed market breadth registered 
last week was also an indication that investors were taking advantage 
of strong surge to lock-in profits. We are maintaining our stance this 
week with resistance pegged at 1,500-1,524 whilst support is at the 
base level of 1,480-1,470. 

 The 10-year MGS yield ended much higher WoW to close at 3.81%. 
The 10-year/3year MGS widened by 63.0bps as selling and profit 
taking activities dominated the overall trading pattern last week. 
Improved investors perception towards the local and regional 
economies also contributed to the expansion of the spread last week.  

 CPO prices closed 1.79% higher WoW to RM2,993/tonne due to 
tighter global supply of vegetable oils outlook, stronger crude oil price, 
and weaker US dollar. 

 

 Crude oil ended the week slightly better as the US$ continues to 
weaken due to the uncertainty of the US economic recovery. The 
crude oil is expected to trade within the US$78-US$85/barrel going 
forward as investors are still waiting for the outcome of the G-20 
meeting this week.  

 

 The Ringgit was traded within our expectations as there was little 
development that took place last week after the announcement of the 
budget. We are expecting the Ringgit to trend within the RM3.1150-
RM3.0850 level this week as most of the economic numbers that was 
released did not depict any negative factor to weaken the demand for 
the Ringgit in the short-term.  
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Notable events during the week 
 

 Market speculation is rife that Petronas Chemicals Group Bhd may see the 
biggest initial public offering (IPO) in South-East Asia with the integrated 
petrochemical producer potentially raising some US$4bil as it seeks to list on 
the Main Market of Bursa Malaysia this year. Petronas Chemicals is the 
second Petroliam Nasional Bhd (Petronas) owned unit to have a public offering 
within the year, following the scheduled listing of the group’s heavy 
engineering Malaysia Marine and Heavy Engineering Holdings Bhd later this 
month. Source: The Star Online 

 
 

 Boustead Heavy Industries Corp Bhd’s subsidiary, Boustead Naval 
Shipyard Sdn Bhd (BN Shipyard), has received a letter of intent from the 
Defence Ministry to undertake the construction of six second-generation patrol 
vessels with combatant capabilities. The value and duration of the project were 
to be negotiated with the Government, the group said in a filing with Bursa 
Malaysia. Source: The Star Online Online 

 
 

 Berjaya Corp Bhd (BCorp) has been granted a manufacturing plant licence 
by the International Trade and Industry Ministry (Miti) for the assembly of 
commercial vehicles, hybrid cars, electric cars and luxury passenger vehicles 
in Malaysia. The 100-acre plant would be based at Bukit Tagar, Selangor. 
BCorp chairman and chief executive officer Tan Sri Vincent Tan said in a 
statement that the manufacturing licence would provide the company with the 
opportunity to assemble commercial and passenger vehicles locally, giving it 
more flexibility and control in terms of quality and pricing of its vehicles. 
Source: The Star Online 

 

 WCT Bhd has been awarded a RM1.36bil contract for the construction, 
completion and maintenance of a governmental administrative building in 
Doha, Qatar. The construction company told Bursa Malaysia that the works 
were expected to be completed by April 2013. Source: The Star Online 

 
 SP Setia Bhd plans to set up about 40 corporate office buildings in its 96ha 

integrated green commercial hub, Setia City that is worth RM5bil in gross 
development value when completed in 10 to 15 years. The company has 
secured Top Glove Corp Bhd and Khind Holdings Bhd to set up their corporate 
headquarters in the hub, which will comprise office towers, hotels, service 
apartments and a retail mall. Source: The Star Online 

 

Equity Market Outlook 
 

 The bellwether index ended moderately higher last week but failed to cut 
above the 1,500 level as the emergence of profit taking activities managed to 
thwart the advance for the KLCI. Nonetheless, trading participation improved 
dramatically to an average daily volume of 1.4bn compared to 1.0bn the 
previous week as investors were seen trading more stocks compared to the 
previous week’s trend. We are looking into the same pattern this week as the 
choppy trading pattern has yet to dissipate especially near the 1,503 level. A 
point of concern is the volatile changes in the market breadth which has 
resulted in a much more volatile pattern for the KLCI. We are maintaining our 
resistance level with a maximum trajectory of 1,524 (all-time high) whilst any 
downside risk is likely to push the KLCI back towards the base level of 1,480-
1,470. 

 

 Regional indices were also mixed last week as investors were seen uncertain 
over the short-term direction of the major regional stocks. The surprise by the 
China Government to raise the interest rates to counter the rising property 
prices has also prompted investors to be more delicate in buying shares 
aggressively in the market in the last two trading days. The release of China’s 
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third quarter GDP which showed a growth of 9.6% vs. 10.3% expansion in the 
second quarter provided further clue that the overall economy in the Asian 
nation will come at a slower pace as a result of the uncertainty in the US and 
EU markets. Nonetheless, the stronger consumer prices recorded in 
September for China was an indication that the overall economy will avoid any 
double dip recession. As the newsflows from the region remains neutral, we 
are anticipating a much volatile trend this week with a slight upside bias for the 
regional indices. Nonetheless, further slips are limited and should be well 
buffered as emergence of bargain hunting activities will prevent a steep 
correction this week for the Asian nations. 

 

 The US markets chalked another week of positive returns as strong quarterly 
earnings from Home depot, McDonald’s Corp and Amazon which beats 
analyst estimates provided the much needed kicker for the US markets to stay 
above the 11,000 mark. The announcement of the 3QGDP which is expected 
to come at a slower pace compared to the second quarter was within 
economist estimates and the US markets are expected to maintain its current 
form going forward. Sporadic issues especially on foreclosures and Treasury 
purchases will provide investors with uncertainty this week and we are 
expecting the trading range to be slightly wider this week with the key 
resistance capped at 11,250 whilst support at 10,850 or a circa of 500 points 
due to the overbought technical indicators.  

 

 Technical wise, the KLCI was slightly jittery when trading near the 1,503 level 
last week and we are expecting further volatility this week due to the mixed 
performance for the technical indicators. A point to note is that, the KLCI will 
have to challenge the previous high of 1,503 before it can mount another 
strong uptrend to move above the 1,525 level. Failing to pierce through the 
1,503 level convincingly will see the KLCI easing towards the 1,480-1,470 
level. Nonetheless, any dips will be considered healthy as we do not foresee 
any changes in the overall uptrend channel. Only a breach below the 1,460 
level will cause us to alter the short-term bullish trend for the KLCI.  

 

Equity Investment Tactics and Strategy 
 

 The 2011 Budget announcement provided mixed reaction on the key sectors 
as only the beneficiaries were seen heavily traded last week. Consequently, 
the KLCI failed to register a new high as the 1,503 level provided a strong 
hurdle for the bulls to overcome. On an important note, the average daily 
volume which was recorded at 1.4bn is a clear gauge that the overall trading 
level remains healthy as more shares were traded compared to only the key 
heavyweights in recent weeks. We are not altering our stance at this juncture 
as the key 1,503 resistance has yet to be challenged. An advance towards the 
level will then see the 1,524 level being tested this week.  

 
 Business conditions in Malaysia were slightly bearish as it came in 104.9 

points or 14.7% lower compared to the month of August. The data released 
depicted that the business environment has become less upbeat due to the 
slower economic growth in the US and EU. On the other hand, consumer 
sentiments index rebounded 5.4 percentage points to 115.8 in the third quarter 
an indication that local consumers are more optimistic of the Malaysian 
economic recovery.  

 
 The buying pattern last week was skewed towards the key heavyweights as 

well as the sectors benefiting from the Budget 2011. We are expecting more 
rotational plays on property, financial, construction and building material stocks 
this week as the overall technical indicators are still neutral to slightly 
overbought. Nonetheless, investors should also avoid chasing expensive 
shares as any sudden reversal will see some of the shares easing within 5%-
10% due to the expensive technical indicators. Our asset allocation for the 
week remains between 75% to 85%. 
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Weekly Technical Outlook 
FBM KLCI Technical Chart 

 
 
Technical Indicators Scoresheet: 

Relative Strength Index: 64.33-level. Easing trend at the overbought zone 

Stochastic:   75.48-level. Overbought indicators. Volatile trend ahead 

MACD:  12.71-level. Rising towards the 20-level – Volatile trend ahead 
Exponential Moving Averages: Above the 100-day EMA 
 
Outlook: The performance for the KLCI took a moderate turn as it was unable to move 
towards the previous week’s high of 1,503. As most investors were seen jittery to take 
fresh positions especially at the 1,490-1,495 trading band, the KLCI was unable to 
stage a significant uptrend. We are expecting more of the same trading pattern this 
week but sporadic selling pressure is likely to prevent the KLCI from staging a steep 
uptrend. To that effect, we are pegging our resistance level at the 1,503-1,524 level but 
any upside potential will not have the staying power due to the overbought technical 
indicators. 
 
Judging from the progress of the Stochastic and RSI signal lines, we are slightly 
skeptical that the KLCI will mount a strong challenge to overcome the 1,524 level. As 
has been in recent weeks, the accelerated selling pressure especially near the 
historical highs will prevent the KLCI from sustaining its upward momentum. At best, 
investors should continue to sell into strength and purchase shares on dips to avoid 
any sudden reversal for the KLCI.  
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Dow Jones Industrial Index Technical Outlook 

 
 
Technical Indicators Scoresheet: 

Relative Strength Index: 64.10 level. Neutral zone. Signal line seen rising 

Stochastic:   83.88 level. Neutral zone. Heading towards the mid-level of the neutral zone 

MACD:  135.47 level. Poised for a positive crossover 
Exponential Moving Averages: Above the 100-day EMA. 
 
The Dow Jones kept much of the weekly gains last week despite the intermittent 
selling pressure and was able to maintain its position above the 11,000 level. We are 
expecting the trading band to expand this week as the Dow Jones is expected to 
challenge the 11,250 level in the short-term. Nonetheless, we do not foresee the Dow 
Jones to maintain its position as the technical indicators are already hovering near 
historical highs. A point of concern is the sustainability at the 11,250 level as failing to 
overcome the bears will see the Dow Jones easing back towards the 10,850 level.  
 
The historical pattern also showed that every time new levels are being tested, the 
correction pattern will be much steeper and shorter in terms of the time period. We are 
expecting a more volatile trading pattern in the next two weeks and a much 
expandable trading band is also an indication that the overall pattern will remain mix in 
the next two weeks.  
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Ringgit Technical Chart 

 
 
Technical Indicators Scoresheet: 

Relative Strength Index: 47.65-level. Rising trend. 

Stochastic:  33.25level. Neutral zone. Easing indicators.  

MACD:  (0.0012) level. Poised for a positive crossover 
Exponential Moving Averages: Below 10-day MA. 
 
The Ringgit was traded mix last week as investors were seen trading the Ringgit in a 
much tighter trading band. More of the same pattern can be seen this week and we do 
not expect to see the Ringgit staging a steep correction or a strong uptrend vs. the 
US$. At this juncture, the trading band for the Ringgit is within the RM3.1150-
RM3.0850 and the trend will be traded within this zone. We will only alter our stance 
once the RM3.1150 is being tested and further strengthening of the Ringgit will see it 
rising back towards the RM3.0850 level.  
 
The overall trend last week has pushed the technical indicators to trade near the 
neutral and oversold levels. The current trend for the Ringgit is slightly neutral with 
limited upside and downside risk.  The negative crossover for the MACD signal line is 
also an indication that the recovery of the US$ will also be limited within the circa of 
RM2.00-RM3.00 which will not alter much of the underlying strength of the Ringgit 
going forward.   
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MGS 10 Year Technical Chart 

 
 

Technical Indicators Scoresheet: 

Relative Strength Index: 73.60-level. Flat trend. 

MACD:  0.03 level. In bearish territory.  
Exponential Moving Averages: Above 10-day MA. 
 
The MGS 10-year chart showed strong progress after it was able to cut above the 
3.70% resistance level. The bearish trend for 10-year is expected to continue this week 
as the technical indicators is seen rising towards the upper level of the neutral band. 
Judging from the bearish performance, we have raised our support level a notch higher 
at 3.85%-3.95% which was also the July-10-August-10 congestion area. Nonetheless, 
we foresee an intermittent buying pressure taking place and any dips will see the yield 
easing towards the 3.75%-3.70% level in the short-term.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
Weekly Newsletter 

 

Weekly Newsletter ▪ 25 October 2010 Page 8 of 10 

 

RH B INV E STM ENT M ANAG E M ENT S DN. BHD.
(17 4 5 88 -X )

Fixed Income Outlook & Strategy 
 

Rates Closing Yield and Review 
 

 

 

Source: RHB Research Institute 
 

 MGS momentum persisted strongly with RM11.7bn done, not much changed 
from the prior week. Selling activity overwhelmed the market, bullish 
steepening the MGS yield curve by 11.0bps WoW, and widening the 10-yr/3-yr 
spread to 63.0bps. We attribute the bearish sentiment towards improved 
investors’ confidence on the economic recovery, supply concerns regarding 
MGS/GII issuances for 2011, as well as the reversal of the ringgit gains. The 
ringgit closed at RM3.112/US$ on Friday, after depreciating by 0.9% WoW.   

 
 PDS trading volume dipped 15.9% WoW to RM1,406bn done. The “AAA” 

segment turned dominant, with trade share of 41% (previous level: 34%), 
followed by the “AA” at 39% (previous level: 46.5%), while the “A” segment 
remained lacklustre at 2% (previous level: 1%).  

 
 
 

Market Outlook & Strategy 
 

 
 Continuous selling pressure from local and foreign funds pushed the MGS 10-

year yield higher last week to end at 3.81%. We are expecting to see a much 
volatile trend this week as the bond markets are expected to be actively 
traded. In addition, the purchase of more treasury papers by US governments 
is also likely to affect the regional and domestic markets in the short-term.  
 

 The increase in the foreign exchange reserves to US$104.6bn due to the 
repatriation of export proceeds as well as the inflow of foreign portfolio is 
expected to increase the volatility for the PDS and bond markets this week. 
We are expecting more significant upswings and downswings this week as 
investors continue to hedge against the uncertainty of the overall economy.  
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FBM KLCI Weekly Statistics 
 

 
 
 

 
Weekly US Economic Calendar 
 

 

Monday, October 25, 2010 Existing Home Sales – September 

Tuesday, October 26, 2010 Consumer Confidence – October 
Wednesday, October 27, 2010 Durable Goods Orders – September 

Durables ex-transportation – September 
New Home Sales – September 

Thursday, October 28, 2010 Jobless Claims – 10/23 
Friday, October 29, 2010 GDP – 3Q  

Employment Cost Index – 3Q 
Chicago PMI – October 
Consumer Sentiment – October 
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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. 


