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Market Review 
Underlying trend suggesting further consolidation phase 
 
 

 The FBMKLCI ended below the 1,500 psychological level as it 
slumped 0.79% WoW. The selling pressure was prominent in the last 
two trading days as investors were seen offloading more key 
heavyweights at the 1,525-1,530 historical high level. We are 
expecting further consolidation this week with an upper trading band 
limit of 1,525 whilst any downside risk will drag the KLCI towards the 
50-day EMA support capped at 1,480-1,470. 

 The 10-year MGS yield continued its bearish run WoW to close at 
3.88%. The 10-year/3year MGS spread is expected to be sticky this 
week as it recorded a spread WoW increase to 6.0 bps to end at 
70.0bps. 

 CPO prices rose to a new high on concern edible oils supplies will be 
tight after the US said soybean supplies may be smaller than forecast 
coupled by the drop in palm oil output from Malaysia due to heavy 
rains. CPO closed at RM3373/tonnne or an increase of 9.2% WoW. 
 

 Crude oil ended the week weaker as concerns over the China 
economy spooked the commodity to end at US$84.88 level. Fears on 
China to raise its interest rates to rein in inflation are also one of the 
major factors in preventing the crude oil from surpassing the 
US$87/barrel.  

 

 The Ringgit traded slightly bearish last week due to the increase in 
profit taking activities as well as the strengthening of the greenback 
after the second quantitative measures by the US Federal Reserve to 
maintain the current economy. The Ringgit ended in one of its weakest 
level since 20 October 2010 and we are expecting a further volatile 
pattern this week.    
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Notable events during the week 
 

 The board of PLUS Expressways Bhd, the country’s largest highway 
operator, has decided to accept the revised joint offer made by the Employees 
Provident Fund (EPF) and UEM Group Bhd. RHB Investment Bank Bhd said in 
an announcement on behalf of PLUS’ board that the offer to acquire the 
company’s assets and liabilities for RM23bil or RM4.60 per share has been 
accepted. Source: The Star Online 
 

 Fraser & Neave Holdings Bhd (F&N) registered a net profit of RM462.3mil in 
the fourth quarter ended Sept 30, a huge improvement compared with 
RM61.1mil in the same period last year, boosted by the divestment of its glass 
container business during the quarter at a gain of RM382mil. Source: The Star 
Online 

 

 Hartalega Holdings Bhd’s net profit for the second quarter ended Sept 30 
rose 42.3% to RM47.1mil, compared with RM33.1mil in the same period last 
year, backed by higher revenue and demand as well as its capacity expansion. 
Hartalega’s revenue for the second quarter was RM184.3mil, a 37% higher 
than RM134.6mil last year. The group posted a pre-tax profit of RM61mil from 
RM41.2mil previously. Source: The Star Online 

 

 Sunway Real Estate Investment Trust (REIT) recorded a pre-tax profit of 
RM310.64mil for the first quarter ended Sept 30, 2010, on the back of 
RM72.45mil revenue. Sunway REIT said the retail properties continued to 
enjoy increased visitors during the period under review and occupancy 
remained strong with Sunway Pyramid at 99%, Sunway Carnival at 93% and 
Suncity Ipoh Hypermarket at 100%. Source: The Star Online 

 

 Star Publications (M) Bhd's net profit for the third quarter ended Sept 30 rose 
32% year-on-year to RM42.98mil due to lower operating expenses. Revenue 
was lower by 2.2% at RM238.46mil. The company' earnings per share stood at 
5.82 sen for the quarter under review from 4.42 sen a year ago. Source: The 
Star Online 

 

 JT International Bhd said its third quarter net profit was up 31.5% to 
RM35.1mil from a year ago due to higher sales volumes. Its revenue for the 
quarter ended Sept 30 was up 14.2% to RM315.95mil driven by higher 
cigarette prices and sales volume. Source: The Star Online 

 
 

Equity Market Outlook 
 
 

 The bellwether KLCI had one of its bearish weeks after falling for two 
consecutive days to end below the 1,500 psychological level. Broad based 
selling pressure was imminent in the last two trading days as investors took 
advantage of the new highs to offload some of the key performers. The 
correction for the KLCI was also within our expectations as the erratic 
performance especially near new historical highs was met by a succession of 
accelerated selling pressure. Nonetheless, the underlying trend remains 
somewhat positive as the KLCI has yet to signal a significant bearish sign that 
will cause us to alter our long-term bullish stance at this juncture. Further 
downside risk will see the KLCI testing the 1,480-1,470 support zone whilst 
any technical rebound will see the KLCI testing the previous resistance of 
1,525-1,535 level.  

 
 

 Regional indices were also not spared as the wrath of the sellers caused most 
of the regional performers to slump last week. Concerns over the inflation 
pressure for China which is now at a high of 4.4% spooked investors 
confidence which has resulted in a bearish trend for all the key regional 
markets. Among the most affected was Shanghai Composite Index which fell 
4.60% WoW followed by Hang Seng Index which eased 2.63% WoW. Bucking 
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the trend was the positive performance for the Nikkei 225 as it rose 1.03% due 
to the better than expected 3Q GDP numbers which came in at 0.9%. Judging 
from the bearish sentiment, we are expecting further choppy trend this week 
as most of the regional indices have yet to initiate a strong buy signal. 
Although intermittent buying support will occur, we doubt it will have the 
staying power to execute a strong bullish feat this week.  

 

 As expected, the performance for the Dow Jones Industrial Index was 
shrouded by the possible monetary tightening policy by China after US Federal 
Reserve announcement last week to continue on the bond-buying initiatives. 
The Dow Jones slumped 2.20% last week as investors were distressed on the 
overall economic activities as the signs for a sustainable recovery remains 
elusive in the near-term. We are still maintaining our resistance level at the 
11,450-11,550 level whilst further downside risk is likely to push the Dow 
Jones towards the 11,000-10,850 immediate support.  

 
 

 Technically, it was not hard to predict the erratic performance for the KLCI as 
most of the technical indicators are already hovering at the upper band of the 
overbought region. Although bargain hunting activities will persist this week, 
we do not foresee much of a staying power given the fact that the MACD and 
Stochastic signal lines have staged negative crossovers. Timing wise, we are 
looking into a minimum of four days of consolidation but we are maintaining 
our immediate support level at the 1,480-1,470 level.    

 

Equity Investment Tactics and Strategy 
 

 The overall trading pattern was dominated by the external factors as lack of 
catalyst from local economy provided little to help investors make a buying 
conviction. The average daily volume which rose to 1.6bn or up 28.6% WoW 
was an indication that sellers took advantage of the rising KLCI to lock in 
profits. The negative market breadth with a whopping 1:7 ratio (gainers vs. 
losers) also depicted a much bearish scenario as most of the key 
heavyweights and second-tier blue chips were undergoing heavy selling 
pressure. The Overnight Policy Rate (OPR) which was left unchanged by BNM 
also provided little comfort for the local investors last week. For this week, it is 
still too early to see the end of the correction phase due to the weakening 
technical indicators, but we will not lower our support zone at the base level of 
1,480-1,470 as the KLCI will be well buffered at the stipulated base.  

 

 Despite the better Industrial Production index which came in 5.6% YoY in 
September, the underlying economic situation is still skewed towards a 
slowdown in the 4th quarter. On a cumulative basis, the Industrial Production 
Index eased 4.3% YoY due to the slowdown in manufacturing production and 
electricity output. As the easing of the local economy is becoming more 
evident in the coming quarters, we are expecting a jittery trading pattern in the 
mid-term. Nonetheless, as these are already within most economist 
expectations, we reckoned the downside effect will be less severe going 
forward as the economy is still on track to register a 5%-6% GDP growth in 
FY11.  

 

 Tactical wise, it remains to be seen that any bargain hunting activities will lift 
the KLCI off its current slump. As the KLCI had only two trading days of 
correction, we foresee a much choppier trading with further downside bias this 
week. Sector wise, the construction, plantations, building materials and 
financial stocks will continue to be dominated with sellers and bargain hunting 
activities will only emerge at the stipulated support zone. Investors should also 
avoid buying aggressively as the occurrence of ‘Dead Cat Bounce’ situation 
will prevent a meaningful rebound this week. As we are also trading in a 
shortened trading week due to the Eidul Adha celebrations, the possibility of 
the KLCI rising back to re-challenge the 1,530 level will be remote, even if it 
does, the sustainability will remain in question. Our asset allocation remains 
above 85% level this week. 
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Weekly Technical Outlook 
FBM KLCI Technical Chart 

 
 
Technical Indicators Scoresheet: 

Relative Strength Index: 52.15-level. Easing trend at the neutral zone 

Stochastic:   67.26-level. Overbought indicators. Volatile trend ahead 

MACD:  11.77-level. Staged a bearish crossover – Volatile trend ahead 
Exponential Moving Averages: Above the 100-day EMA 
 
Outlook: The strong dip in the last two trading days has pushed the KLCI to trade near 
the 50-day Exponential Moving Average (EMA) support and we are expecting the KLCI 
to test the immediate support zone before it can stage a meaningful recovery. As the 
KLCI has yet to initiate a strong buy signal, the overall strategy will be skewed towards 
the buying on significant dips. Nonetheless, as we are still expecting further 
consolidation, buying at the current level or above 1,500 will be a risky bet. Any upside 
potential is also limited and we see the 1,525 level to provide a strong hurdle for the 
bulls to overcome. 
 
At this juncture, the MACD signal line has staged a negative crossover whilst the 
easing RSI signal line is also an indication that the consolidation phase will be 
prolonged. Nonetheless, the overall trend is healthy as it will provide investors with the 
opportunity to pick up shares.  
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Dow Jones Industrial Index Technical Outlook 

 
 
Technical Indicators Scoresheet: 

Relative Strength Index: 53.15 level. Neutral zone. Signal line seen rising 

Stochastic:   51.50 level. Neutral zone. Heading towards the mid-level of the neutral zone 

MACD:  109.01 level. Poised for a positive crossover 
Exponential Moving Averages: Above the 100-day EMA. 
 
The Dow Jones Index surrendered its winning streak last week as accelerated selling 
pressure prevented the Dow Jones from surpassing the 11,600 level. The performance 
for the Dow Jones was within our expectations as the extended bullish performance 
has pushed all the technical indicators to trend above the overbought region. Any 
downside movement is likely to be pegged at the 11,000-10,850 support zone whilst 
further upside will see the 11,550 level to provide a strong resistance for the Dow 
Jones to penetrate.  
 
Based on the performance for the Stochastic signal line, the volatile trend is expected 
to spillover this week and the movement of the Dow Jones will be erratic in the short-
term. We are expecting the outcome by end of this week to be slightly neutral to 
negative and further consolidation for the Dow Jones will push the benchmark index 
below the 11,000 mark.  
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Ringgit Technical Chart 

 
 
Technical Indicators Scoresheet: 

Relative Strength Index: 56.28-level. Rising trend. 

Stochastic:  57.35-level. Neutral zone. Easing indicators.  

MACD:  (0.0001) level. Poised for a positive crossover 
Exponential Moving Averages: Below 10-day MA. 
 
The Ringgit was under pressure last week as increased selling activities pushed the 
Ringgit to trade near the immediate resistance of RM3.1150-RM3.1200. We are 
expecting the Ringgit to trade in a limited trading band this week as the flattening trend 
for the technical indicators will cap any upside movement or significant downside risk 
ahead. Further weakness will see the RM3.1250 being tested whilst a firmer Ringgit 
will see it moving back towards the RM3.0850-RM3.0750 level.  
 
The flattening RSI signal line is also an indication the Ringgit will be neutral vs. the 
US$ this week but we reckon the overall trend will be inconsistent compared to the 
previous week’s trend. This is based on the rising trend for the MACD signal line which 
is currently moving towards the upper base of the negative region. Nonetheless, we 
will continue to monitor the overall trend as any crossovers will project a much weaker 
Ringgit in the coming days.  
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MGS 10 Year Technical Chart 

 
 

Technical Indicators Scoresheet: 

Relative Strength Index: 59.40-level. Flat trend. 

MACD:  0.03 level. In positive territory.  
Exponential Moving Averages: Above 10-day MA. 
 
The MGS 10-year chart showed a bearish trend especially last Friday as it ended at 
the 3.88% level. Based on the performance for the technical indicators, we are 
expecting the bearish trend to continue and we are raising our immediate support 
target to 3.92%-3.95% this week due to the positive crossover for the MACD signal 
line. The rising signal line is also an indication that the yield will continue its bearish 
trend at least in the next two to four trading days. Although there will be intermittent 
support, we do not foresee it will have the sustainability to absorb any selling pressure. 
Resistance is seen at the 3.84%-3.82% base level this week. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
Weekly Newsletter 

 

Weekly Newsletter ▪ 15 November 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 
 

 The MGS curve bullish steepened 6.0bps WoW settling at a 10-yr/3-yr spread 
of 70.0bps, while momentum subsided by another 6.4% WoW to only RM7.8bn 
done. Buyers emerged in the market, particularly on the 5-yr MGS, pushing its 
yield down the most by 16.0bps WoW, given that market has priced in no OPR 
hike in the MPC decision released after market close on Friday. As expected, 
OPR was held steady at 2.75%. Meanwhile, Sep-10’s industrial production 
grew more than expected, albeit a cautious outlook remained given weakening 
global demand.   
 

 PDS momentum returned, with RM2.72bn done during the week. The “AA” 
dominated trades with 48% trade share (previously: 37%), followed by “AAA” 
with 39% trade share (previously: 46%). The “A” segment also improved trade 
share to 3% from last week’s 1%.  

 
 
 

Market Outlook & Strategy 
 

 
 The bearish trend for the MGS market last week was due to the uncertainty of 

the China economy as investors were seen uncertain on the direction of the 
market. The second QE measures by the US Federal Reserve have also 
contributed to the jittery performance of the fixed-income market and we are 
likely to see the same volatile trend this week.  
 

 The PDS and the bond market are expected to remain erratic this week as the 
lack of catalyst from the overall market will cause uncertainties for investors. 
Concerns on China increasing its interest rates to feign off it inflationary 
pressure are likely to prevent a strong build up in buying sentiment for the PDS 
and bond markets this week. 
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FBM KLCI Weekly Statistics 
 

 

 
 

 
Weekly US Economic Calendar 
 

 

Monday, November 15, 2010 Retail Sales  – October 
Retail Sales ex-autos – October 
Empire State Index – November 
Inventories – September 

Tuesday, November 16, 2010 Producer Price Index – October 
Core PPI – October 
Industrial Production – October 
Home Builders Index – November 

Wednesday, November 17, 2010 Consumer Price Index – October 
Core CPI – October 
Housing Starts – October 

Thursday, November 18, 2010 Jobless Claims – 11/13 
Leading Indicators – October 
Philly Fed – November 
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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. 


