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Bursa Malaysia: Foreign participation (Jun-Aug 2103) 
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What actually happened? 
Over the past 3 months, volatility in the Asian indices has increased following the Fed Chairman’s statement in June 2013 that 
bond purchases by the Federal Reserve may be tapered off moving forward. This prompted foreign institutions to pare down 
their equity positions in the FBM KLCI, selling net amount of RM3.2bln worth of shares in June 2013 as yields in the 10-Year 
US Treasury Notes rose sharply to 2.58% in June from 2.49% previously. The Malaysian Government Securities (MGS) also 
reversed its bullish trend in June, in line with foreign outflows from the emerging markets amid a possible QE tapering and as 
the post-election excitement dissipated. Tracking US Treasury movements, yields on the MGS benchmarks soared 12-17 bps 
to close at 3.28%, 3.40%, 3.55% and 3.58% for the 3-, 5-, 7- and 10-year respectively. Investors sentiment was further dented 
late July when Fitch Ratings revised Malaysia’s sovereign credit rating outlook from stable to negative, causing 1) the FBM 
KLCI to register a 0.1% contraction to 1,772.6 points, paring previous gains in the month, 2) MGS yields to rise higher, 
consequently increasing cost of funding and 3) exposing Malaysia’s narrowing current account surplus and persistent fiscal 
deficit. The Ringgit weakened to RM3.34 (29/8/2013) against the US Dollar from RM2.96 in mid-May or circa 10% 
depreciation of the Ringgit. In August, net selling by foreigners increased to RM6.4bln worth of shares as at 29 August 2013 
spurred by the 10 Year US Treasury Notes rising to a 2 year high of 2.94% in mid-August while Malaysia’s gross domestic 
growth came in only at 4.3% in 2Q13, below consensus expectations of 4.9%. These factors contributed to the sharp declines 
in the local bourse. 
 

Key events moving forward. 
Moving forward, among key events would be 1) Federal Open Market Committee meeting slated in 17 – 18 September 2013 
as this could confirm the taper off of bond buying program and prompt further foreign outflow 2) Budget 2014 (25 Oct 2013) as 
government has the opportunity to put fiscal reform back on track, resume subsidy rationalisation, timeline for goods and 
service tax and tackling the rising house hold debt issue.   
 

Strategy moving forward 
We recommend investors to select stock which are fundamentally sound, lower foreign holdings, strong balance sheet and 
low debt levels as cost of funding may rise moving forward. We reckon equity markets are at an adjustment phase to US 
Fed’s bond-purchase tapering plan due to foreign fund flows and once this phase has passed, equity markets would edge 
higher. Backed by strong US economic recovery, slight hike in interest rate and stronger US$ are expected but that also 
means that corporate earnings will correspondingly be higher. For Malaysia, our stance is based on the government adopting 
a disciplined approach to address the fiscal deficit and subsidy rationalisation.  We recommend investors to buy on selected 
stocks that have fallen substantially but whose fundamentals are not substantially affected by weaker ringgit. 

 
     

 

 
 
 

 

DISCLAIMER: 

This publication is solely for information only. It should not be construed as an offer or solicitation for the subscription, purchase or 
sale of the securities mentioned herein. The publication has been prepared by Phillip Research Sdn Bhd on the basis of publicly 
available information, internally developed data and other sources believed to be reliable. Whilst we have taken all reasonable 
care to ensure that the information contained in this publication is accurate and the opinions are fair and reasonable, it does not 
guarantee the accuracy or completeness of this publication. Accordingly, no warranty whatsoever is given and no liability 
whatsoever is accepted for any loss arising whether directly or indirectly as a result of any person or group of persons acting on 
such information and advice. This publication was prepared without regard to your specific investment objectives, financial 
situation or particular needs. Whilst views and advice given are in good faith, you should not regard the publication as a substitute 
for the exercise of your own judgement and should seek other professional advice for your specific investment needs or financial 
situations. 
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