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GLOBAL REVIEW 
 
The global manufacturing downturn moderated in 
October, contracting for a fifth consecutive month 
but at a slower pace.  

 
Source: Bloomberg 
 
• The Global Manufacturing Purchasing Manager 

Index (PMI) rose for a second month running to 
49.2 in Oct from 48.8 in Sept, its highest reading 
during the current five-month period of 
contraction. The performance of North American 
economies was one of the brighter spots while 
Europe remained the main centre of weakness. 

• Meanwhile, the OECD Composite Leading Index 
(CLI) retreated further for a fifth straight month in 
August amidst continued fragility in Europe and 
China. 

 
Attention turns to the run-up to the US Presidential 
election and China leadership transition. 
• In US, the economy appears to be on a more 

steady footing, with Q3 GDP registering 2.0% QoQ 
growth, mildly ahead of market expectations. 
Labour market conditions continue to improve 
modestly as the final jobs report before elections 
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showed non-farm payrolls surprising on the upside 
with 171k jobs while unemployment rate steadied 
at 7.9% in Oct. 

• While tail risks in Europe have substantially 
reduced as a result of ECB’s intervention, 
economic data continues to be lackluster. The 
manufacturing PMI remained deep in contraction 
territory, led by the unexpected decline in 
Germany while business confidence remained 
weak in Oct.   

• In China, GDP growth slowed to 7.4% YoY in Q3 as 
expected but recent data showed encouraging 
improvements. Both the official and HSBC 
manufacturing PMI rose to 50.2 and 49.5, 
respectively in Oct (Sept: 49.8 and 47.9). Exports 
also rebounded strongly to grow 9.9% YoY and 
fixed asset investment rose to 20.5% YoY YTD in 
Sept. Investors will be tracking upcoming data 
points for confirmation of upward momentum. 

• Emerging Asian countries have been on an easing 
bias, with South Korea, Thailand and the 
Philippines all pre-emptively cutting rates over the 
past month to spur domestic growth amidst 
slowdown in external demand.  
 

MALAYSIAN REVIEW 
• Exports growth contracted by 4.5% YoY in Aug (Jul: 

-2.6%) on weaker demand from EU and China 
which outweighed higher shipments to Japan, 
Korea and US, as well as extended domestic 
holidays. Meanwhile, imports growth fell sharply 
to +2.8% YoY (Jul: +9.5%) on slowdown in 
intermediate goods imports. This trend led to a 
modest rebound in trade surplus to RM7.1 billion 
(Jul: RM 3.6bn). 
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• Industrial Production (IP) growth fell by -0.7% YoY 
(Jul: +2.9%) as manufacturing output contracted 
for the first time in 34 months, at 1.8% YoY (Jul: 
+5.9%) while mining output rebounded to +1.6% 
YoY (Jul 2012: -5.7% YoY) on higher gas 
production. 

• Inflation surprisingly eased further to +1.3% YoY in 
Sept (Aug: +1.4%) as moderating food component 
offset faster increases in transport prices. 

 
BOND MARKET REVIEW 
 
Malaysian govvies posted gains in October 

 
Source: Bloomberg, Bondstream 
 
• MGS yields retreated in October as regional 

central banks in Thailand, Philippines and South 
Korea cut interest rates and issued cautious 
outlooks amidst fragile external environment while 
IMF lowered its growth forecast for this year and 
next. Some market players were heard taking 
positions amidst speculation BNM may follow the 
easing bias of regional peers.  

• During the month, the MGS benchmark yield curve 
bull flattened as the 3-year declined 9bp to 3.05% 
while the 10-year gave back 6bp to close lower at 
3.46%. Volumes rebounded 63.1% MoM to RM55.7 
billion last month but remained below the monthly 
average over the past one year of RM60.2 billion.  
 

Foreign investors continued to raise total holdings 
to all-time highs in September 

 
Source: Bank Negara Malaysia 

• Foreigners added to their holdings of MGS/GII in 
Sept by RM3.5 billion to RM121.5 billion, a hefty 
28.7% of total outstanding while also buying a 
massive RM12.2 billion worth of short-tenured 
BNM/MTB bills. Overall foreign holdings surged to 
another all-time high of RM215.5 billion in Sept, 
21.9% of total debt securities outstanding. 

 
• The Ringgit appreciated against the USD in 

October, in line with regional peers on the back of 
less negative risk sentiment and relatively robust 
economic growth domestically. The Ringgit inched 
up 0.37% MoM to 3.048 as of end-October. 

 
Corporate bond trading normalised in October  

 
Source: Bloomberg, Bondstream 
 
• Corporate bond trading volume thinned to a more 

sustainable RM11.4 billion last month, after the 
unusually large RM20.3 billion of bonds changing 
hands in Sept as investors propped up their 
portfolios ahead of the Q3 book closing. Some of 
the bonds issued during the month include 
quasi/sovereign Khazanah, Putrajaya, Sukuk 
Perumahan Kerajaan (SPK) and Cagamas, as well 
as regular issuers AmBank and Toyota Capital. 
Issuers making their debuts were Edaran SWM and 
foreign-based Bahrain Mumtalakat and Noble 
Group. 

 
EQUITY MARKET REVIEW 
 
The KLCI resumed its upward movement in October 

 
Source: Bloomberg 
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• It was a positive month for the domestic market 
with the KLCI scaling to new all-time highs on 
numerous occasions. However, the index's ascent 
was gradual and driven by selected large cap 
stocks. For the month of Oct, the local index 
gained 36pts or 2.2%, outperforming most regional 
markets to close at 1,673pts. 

 
Regional Equity Market Performance 

  % Gain/(Loss) 

Index 31-Oct-12 1 mth 3 mths YTD 

South East Asia     

Indonesia JCI 4,350.3 2.1  5.0  13.8  

Philippine PSE 5,424.5 1.5  2.2  24.1  

Singapore STI 3,038.4 (0.7) 0.1  14.8  

Malaysia FBM KLCI 1,673.1 2.2  2.5  9.3  

Thailand SET 1,298.9 0.0  8.3  26.7  

North Asia         

China Shanghai SE 2,068.9 (0.8) (1.7) (5.9) 

Hong Kong Hang Seng 21,641.8 3.8  9.3  17.4  

Taiwan TAIEX 7,166.1 (7.1) (1.4) 1.3  

Japan Nikkei 225 8,928.3 0.7  2.7  5.6  

South Korea KOSPI 1,912.1 (4.2) 1.6  4.7  

US & Europe         

Germany DAX 7,260.6 0.6  7.2  23.1  

Euro Stoxx 50 2,503.6 2.0  7.7  8.1  

US Dow Jones 13,096.5 (2.5) 0.7  7.2  

US S&P 500 1,412.2 (2.0) 2.4  12.3  

US Nasdaq 2,977.2 (4.5) 1.3  14.3  

UK FTSE 100 5,782.7 0.7  2.6  3.8  

Source: Bloomberg 

 

OUTLOOK 
• Markets are expected to trade in a range bound 

manner as investors make sense of and search for 
catalysts amidst the slew of economic data, 
political events and corporate earnings in the 
months ahead. 

• Equity strategy: With the local index trading at an 
all-time high as of end-Oct, we will continue to 
trade opportunistically, albeit with caution, and 
believe that the yield compression theme still has 
room to go amidst the very low interest rate 
environment both locally and globally. However, 
some profit taking may occur for dividend stocks 
along the way as these stocks have performed very 
well this year.   

• Bond strategy: The final BNM MPC meeting of the 
year to be held on 8 Nov will be closely followed, 

as market players watch whether or not the 
central bank will cut interest rates, taking cue 
from regional peers. Should the MPC meeting turn 
out to be a non-event as we expect and 
global/local economic data continue to show signs 
of improvement, modest upside risk for yields may 
appear in the near-medium term although we do 
not expect any sudden large movements.      
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Equities (Neutral) 
MAINTAIN 
 
• We hold our equities exposure at 80% +/- 5% and 

maintain our neutral call on the local market. Our 
immediate strategy is to trade opportunistically on 
stocks with solid fundamentals and giving decent 
yields, as we think the yield compression theme 
has not fully run its course. 

 
Fixed Income Securities (Neutral)  
MAINTAIN 
 
• We remain focused on private debt securities as 

the search for yield continues and will participate 
in the primary market where appropriate, while 
being neutral duration at 6-7 years. 

 
Money Market (Neutral)  
MAINTAIN  
 
• As we maintain our Neutral call in equities, any 

excess cash will be invested accordingly in money 
market placements.  
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DISCLAIMER                                                                                                          RINGGIT&SENSENOV2012 

 
 
 
 
 
 
 
 
 
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. (formerly known as Mayban 
Investment 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, prepared by Maybank Asset Management Sdn. Bhd. (formerly known as Mayban Investment Management Sdn. Bhd.) (“Maybank 
AM”), is for the private circulation of Maybank AM only. 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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