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GLOBAL REVIEW 
 
Global manufacturing maintained growth trajectory 
in June  

 
Source: Bloomberg 
 
• The Global Manufacturing Purchasing Manager 

Index (PMI) was unchanged at 50.6 in June, 
signaling a 7th straight month of growth on solid 
expansion in US, Japan and UK, and signs of easing 
downturn in the eurozone while China contracted.  

• Meanwhile, the OECD CLI rose for the eighth 
successive month in Apr, signaling a continued 
albeit moderate global recovery. 

 
Financial markets were volatile as investors 
assessed policymakers’ intentions and their 
commitment to loose monetary policies    
• In US, the debate surrounding quantitative easing 

(QE) tapering continued to take centre-stage. At 
the June FOMC, Chairman Ben Bernanke was more 
hawkish than expected as he suggested QE 
tapering could start “later this year” if the 
economy continues to improve, with QE to end by 
mid-2014. This was accompanied by the Fed’s 
improved assessment of the economy as it revised 
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down its unemployment forecast while lowering 
inflation expectations. Meanwhile, the 
manufacturing PMI recovered to 50.9 in June after 
falling to 49.0 in May. Non-farm payrolls increased 
by a better than expected 195k in June, while the 
previous 2 months figures were revised up by total 
of 70k. The unemployment rate remained 
unchanged at 7.6% in June.  Consumer confidence 
remained buoyant in June on the back of recovery 
in the housing market and gradually improving 
labour market. 

• Europe’s economy continues to show signs of 
stabilization as the euro area’s manufacturing and 
services PMI improved more than expected to 48.7 
and 48.3 in June (May: 48.3 and 47.2). In contrast 
to the US Fed, the dovish ECB used unprecedented 
forward guidance to keep interest rates low for an 
“extended period” to reassure markets. 

• In China, concerns emerge about tight liquidity in 
the financial system which may exacerbate an 
already slowing economy. The 7-day repo rate rose 
to as high as 25% intraday on 20/6 versus the 
average of under 4% over the past year. This is 
likely due to policymakers’ determination to rein 
in excessive credit growth and contain financial 
risk in the ‘shadow banking’ sector, part of 
broader measures to reform the economy towards 
more sustainable growth. Amidst this liquidity 
crunch, the PBOC stayed at the sideline before 
finally relenting and injecting liquidity to stabilise 
financial markets. 

• Asian markets have been hard hit by a 
combination of Fed tapering and China growth 
slowdown concerns. While growth in Asia is still 
expected to outperform those in developed 
countries, Asia faces headwinds from still-weak 
external environment and volatile capital flows, 
amongst others. 
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MALAYSIAN REVIEW 
 
• Exports weaker than expected in May, contracting 

for the fourth month at -5.8% YoY in May (Apr: -
3.3%) in the face of weak global demand and soft 
commodity prices. Imports also declined 2.3% 
(Apr: +9.2%) dragged by large declines in 
intermediate and capital goods. The trade surplus 
improved to RM2.5bn in May (Apr: +RM0.9bn) 

• Industrial Production (IP) rebounded in Apr by a 
better-than-expected +4.7% YoY (Mar: -0.1%) on 
the back of stronger manufacturing and electricity 
output. From the previous month, overall 
production marginally fell by –1.7% (Mar: +11.7%).  

• Headline inflation moved higher to 1.8% YoY in 
May (Apr: 1.7%) for the fifth straight month, 
driven by still-high food prices and house rental 
pressures across most states. 

 
BOND MARKET REVIEW 
 
Govvies weakened in June in line with emerging 
market assets on QE tapering fears 

 
Source: Bloomberg, Bondstream 
 
• In June, MGS saw further reversal of its bullish 

trends, in line with the spike in US Treasury yields 
and weakening of most emerging markets assets 
amidst heavy outflows of foreign funds sparked by 
unwinding of the “search-for-yield” trade. The 3-
year benchmark climbed 12bp MoM to 3.28% in 
end-June after touching 3.42% on 24/6 while the 
10-year spiked to 3.58%, up 17bp MoM but down 
from the high of 3.75% on 25/6 as UST yields and 
USDMYR stabilised at month-end. 

• Trading volume fell 32.3% MoM to RM61.5 billion in 
June as liquidity tightened amidst volatile rates. 
Meanwhile, the Ringgit weakened to 3.160 as of 
end-June in a volatile month, again tracking 
weakness in most Asian currencies. 

 
 
 
 
 
 

 
 
Steady foreign interest in May 

 
Source: Bank Negara Malaysia 
 
• Foreigners increased their holdings of short-dated 

bills by RM3.2 billion in May as they sought to 
benefit from MYR appreciation following the lifting 
of the GE13 overhang while maintaining their 
holdings of MGS/GII at RM146.89 billion or 31.8% of 
govvies outstanding. Overall foreign holdings of 
debt securities inched higher to RM240.0 billion in 
May, 23.7% of total outstanding. 

 
Corporate bond market retreated amidst tightening 
spreads 

 
Source: Bloomberg, Bondstream 
 
• PDS trading volume contracted by 14.3% MoM to 

RM14.5 billion in June, taking cue from the 
reduced flows in the govvies market. Yields also 
moved higher by 1-6bps over the month amidst 
tighter spreads against MGS. New issuance was 
include Batu Kawan, dominated by unrated bonds 
(e.g. Pelabuhan Tanjung Pelepas, Sunway Iskandar 
and Efinite) and re-taps (e.g. Kimanis, Telekom, 
YTL Power and First Resources), while new to the 
market was Batu Kawan. 
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EQUITY MARKET REVIEW 
 
The local bourse was not spared from the global 
market volatility  

 
Source: Bloomberg 
 
• The KLCI moved in tandem with regional markets 

and Wall Street but to a lesser degree, falling 2.5% 
in the one week following the FOMC meeting on 
19/6 which also coincided with the height of the 
liquidity crunch in China. Regional markets 
including the KLCI, however stabilised and even 
staged a mild recovery towards the month-end on 
Wall Street’s renewed strength as Fed members 
played down QE tapering risks, PBOC’s liquidity 
intervention and some window-dressing activity 
ahead of H1 close. For the month, the KLCI 
grinded 4 points or 0.2% higher MoM to close at 
1,773.5. 

 
OUTLOOK 
• The latest moves by policymakers in US and China 

has signalled that a transition to a world with less 
policy support will happen sooner rather than 
later, even amidst a backdrop of modest economic 
growth. As financial markets digest these 
developments, we think that in Asia in particular, 
which has been a major beneficiary of easy 
monetary policies in developed markets as well as 
the rise of China, there will be increased 
differentiation across countries and asset class. In 
other words, investors will become more 
discerning about macro risks and may no longer 
invest indiscriminately across Asia in its “search-
for-yield”. 

• Equity strategy: In our view, the Malaysian 
market’s status as a defensive market puts it in a 
better position to weather the near-term volatility 
compared to regional peers. This is in a large part 
due to support from large pension funds and local 
government-linked investment firms as well as 
modest foreign shareholding. We still prefer 
companies with solid fundamentals and operating 
in sectors with strong catalysts like property, 
construction and oil and gas. 

• Bond strategy: We prefer papers with shorter 
tenures due to upside risks for MGS and PDS yields 
and volatile Ringgit amidst lingering concerns over 
outflows from emerging markets. 

 
 

 
Regional Equity Market Performance 
 

  % Gain/(Loss) 

Index 30-Jun-13 1 mth 3 mths YTD 

South East Asia     

Indonesia JCI 4,818.9 (4.9) (2.5) 11.6  

Philippine PSE 6,465.3 (7.9) (5.6) 11.2  

Singapore STI 3,150.4 (4.9) (4.8) (0.5) 

Malaysia FBM KLCI 1,773.5 0.2  6.1  5.0  

Thailand SET 1,451.9 (7.1) (7.0) 4.3  

North Asia         

China Shanghai SE 1,979.2 (14.0) (11.5) (12.8) 

Hong Kong Hang Seng 20,803.3 (7.1) (6.7) (8.2) 

Taiwan TAIEX 8,062.2 (2.3) 1.8  4.7  

Japan Nikkei 225 13,677.3 (0.7) 10.3  31.6  

South Korea KOSPI 1,863.3 (6.9) (7.1) (6.7) 

US & Europe         

Germany DAX 7,959.2 (4.7) 2.1  4.6  

Euro Stoxx 50 2,602.6 (6.0) (0.8) (1.3) 

US Dow Jones 14,909.6 (1.4) 2.3  13.8  

US S&P 500 1,606.3 (1.5) 2.4  12.6  

US Nasdaq 3,403.2 (1.5) 4.2  12.7  

UK FTSE 100 6,215.5 (5.6) (3.1) 5.4  

Source: Bloomberg 

800

1,000

1,200

1,400

1,600

1,800

2,000

Ja
n-

08

A
pr

-0
8

Ju
l-0

8

O
ct

-0
8

Ja
n-

09

A
pr

-0
9

Ju
l-0

9

O
ct

-0
9

Ja
n-

10

A
pr

-1
0

Ju
l-1

0

O
ct

-1
0

Ja
n-

11

A
pr

-1
1

Ju
l-1

1

O
ct

-1
1

Ja
n-

12

A
pr

-1
2

Ju
l-1

2

O
ct

-1
2

Ja
n-

13

A
pr

-1
3

FBM KLCI
30 June 2013: 1,773.54

 
03// 



THEGAMEPLANPLAN                                                                                               RINGGIT&SENSEJUL2013 

  
 
Equities (Overweight) 
MAINTAIN 
 
• We reduce our equity exposure to 80% +/- 5% from 

85% +/- 5% due to expected higher market 
volatility but continue to prefer fundamentally 
sound companies in sectors with strong catalysts 
such as construction, property and oil and gas. 

 
Fixed Income (Neutral)  
MAINTAIN 
 
• We remain buyer of private debt securities 

especially in the primary market but reduce our 
duration to 5-6 years from 6-7 years on the back of 
upside risk to yields. 
 

 
Money Market (Underweight)  
MAINTAIN  
 
• We hold our Underweight money market position 

as cash is deployed into the equity market. 
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General: 
This newsletter is for information purposes only and under no circumstances is it to be considered or intended 
as an offer to sell or a solicitation of an offer to buy any securities referred to herein. Investors should seek 
financial advice regarding the appropriateness of investing in any securities or investment strategies discussed 
or opined in this newsletter. Investors should note that income from such securities, if any, may fluctuate and 
that each security’s price or value may rise or fall. Accordingly, investors may receive back less than originally 
invested. Past performance is not necessarily a guide to future performance. 
 
The information contained herein has been obtained from sources believed to be reliable but some sources may 
not have been independently verified and consequently no representation is made as to the accuracy or 
completeness of this newsletter by Maybank Asset Management Sdn. Bhd. and it should not be relied upon as 
such. Maybank Asset Management Sdn. Bhd. and/or its directors and employees may have interests in the 
securities referred to/mentioned herein. Any opinions or recommendations contained herein are subject to 
change at any time. 
 
Investors should also understand that statements regarding future prospects may not be realized. This 
newsletter may include forecasts, which are based on assumptions that are subject to uncertainties and 
contingencies. The word “anticipates”, “believe”, “intends”, “plans”, “expects”, “forecasts”, “predicts” and 
similar expressions are intended to identify such forecasts. Maybank Asset Management Sdn. Bhd. is of the 
opinion that, barring any unforeseen circumstances, the expectations reflected in such forward-looking 
statements are reasonable at this point of time. There can be no assurance that such expectations will prove to 
be correct. Any deviation from the expectations may have adverse effect on the financial and business 
performance of companies contained in this newsletter. 
 
Maybank Asset Management Sdn. Bhd. accepts no liability for any direct, indirect or consequential loss arising 
from use of this newsletter. 
 
 
 
 
 
 
 
Some common terms abbreviated in this newsletter (where they appear): 
 
adex  = Advertising expenditure                                         m-o-m = Month-on-month 
bp = Basis Point      NAV = Net asset value 
BV = Book value                                                                  NTA = Net tangible asset 
CY = Calendar year                                                             P = Price 
capex = Capital expenditure                                    PE/PER = Price earnings/PE ratio 
CAGR = Compounded annual growth rate                      PEG = PE ratio to growth 
DPS = Dividend per share                                        p.a = Per annum 
DCF = Discounted cash flow                                     PBT/PAT = Profit before tax/Profit after tax 
EV = Enterprise value                                            q-o-q = Quarter-on-quarter 
EBIT = Earnings before interest, tax                                     ROE = Return on equity 
EBITDA = EBIT, depreciation and amortisation                 ROA = Return on asset 
EPS = Earnings per share                                         ROS = Return on shareholder’s funds 
FY/FYE = Financial year/Financial year end                    WACC = Weighted average cost of capital 
FCF  = Free cash flow                                             y-o-y = Year-on-year 
FV = Fair value                                                                     ytd = Year to date 
 
 
 
 
 
 
 
 
 
 
 
This newsletter has been prepared by Maybank Asset Management Sdn. Bhd. (“Maybank AM”). The opinions, statements and information 
contained in this newsletter are based on available data believed to be reliable. Maybank AM does not warrant the accuracy of anything stated 
in the review in any manner whatsoever and nor any reliance upon such things by anyone give rise to any claim whatsoever against Maybank AM 
in respect thereof. 
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Maybank Asset Management Sdn. Bhd. (421779-M) 
Level 12, Tower C, Dataran Maybank,  
No. 1, Jalan Maarof, 59000 Kuala Lumpur, Malaysia 
Tel: 603-2297 7888    Fax: 603-2297 7998 
www.maybank-am.com 
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