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GLOBAL REVIEW

Global manufacturing downturn gathered pace in
August.
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The Global Manufacturing Purchasing Manager
Index (PMI) weakened further by 0.3pts to 48.1 in
August, its lowest level since June 2009. All major
economies reported contraction in August with the
pace of decline quickening in the US and Japan,
while China fell into contraction territory.
Meanwhile, eurozone manufacturing remained
weak.

The OECD Composite Leading Index (CLI) also fell
for the third consecutive month in June suggesting
most major economies are set to slow.

Recent lack of incremental bad news and
expectations of policy easing provided a lift for
sentiment.

In the US, economic conditions turned more
positive in July with non-farm payrolls rebounding
while consumer spending improved. At a meeting
of central bankers at Jackson Hole on 31 Aug, Fed
Chairman Bernanke’s speech suggested he is in
favour of further stimulus and defended the
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effectiveness of unconventional monetary policies
while lamenting the weak labour market, leaving
the door firmly open for QE3.

Eurozone Q2 GDP contracted by 0.2% QoQ and -
0.4% YoY, largely in-line with expectations. After
building expectations in the run-up to the
European Central Bank (ECB) meeting on 2 Aug,
the meeting was a non-event which left investors
disappointed. However, investors are still holding
out for a detailed bond-buying plan by the ECB to
cap peripheral bond yields and “to do whatever it
takes to preserve the euro”.

In China, the economy continues to cool with fixed
asset investment slowing while exports struggled
in July amidst heightened external headwinds.
Furthermore, August PMI data provided no comfort
as it showed contraction in manufacturing activity.
However, on a positive note, inflation moderated
to 1.8% YoY in July, the lowest level in 2 ¥ years
which provides room for additional policy easing.
Across Asean, countries from Thailand to the
Philippines announced robust Q2 GDP figures on
the back of resilient domestic demand. However,
downside risks still persist amidst volatile external
demand and global food prices.

MALAYSIAN REVIEW

Q2 GDP growth surpassed expectations, coming in
at +5.4% YoY (consensus: +4.6%) from an upwardly
revised +4.9% YoY in Q1, driven by strong domestic
demand.

Exports slowed to +5.4% YoY in June (May: +6.7%),
amid decelerating global growth momentum last
qguarter as the recession in Europe deepened,
coupled with slower US and China growth. Imports
growth also slowed to 3.6% YoY (May: +16.2) due
to the fall in intermediate goods imports that
signals continued lackluster exports.
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e Inflation continued to undershoot expectations,
moderating to +1.4% YoY in July (June: +1.6%)
while core inflation also eased to 1.1% YoY (June:
1.2%).

e Industrial production slowed to +3.7% YoY in June
(May: +7.6%) as manufacturing and electricity
output growth slowed coupled with a decline in
mining activities.

BOND MARKET REVIEW
Govvies pared earlier losses to close in mildly
negative territory in August
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¢ Improved sentiment following Malaysia’s robust Q2
GDP figures and rising expectations of central
bank action in developed countries sparked net
selling activities that drove MGS yields sharply
higher by 10-20bp mid-month, mirroring the
performance of US Treasuries. Local investors may
also have been keen to reduce position ahead of
the extended Hari Raya holidays. However,
subsequently MGS recovered some ground amidst
the dovish global growth outlook and some
bargain-hunting activities, with the 3-year finally
closing the month down 1bp MoM at 3.05% while
the 10-year added 7bp MoM to 3.47%.

e Overall volume plunged 37.9% MoM to RM54.1
billion last month, the lowest monthly trading so
far this year partly due to the extended holidays.

Foreigners were net buyers of both short and long-
dated securities, raising their total holdings to an
all-time high in July

Foreign Holdings in Malaysian Debt Securities
(In Aggregate: RM198.2 billion as of July 2012)
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e Foreigners added to their MGS/GII holdings by a
hefty RM9.7 billion to a record RM122.4 billion or
28.8% of total outstanding in July while raising
their holdings of short-tenured BNM/MTB bills by
RM1.4 billion to RM62.8 billion or 40.2% of total
outstanding.

e The Ringgit traded within a tight range against
USD in August on a lack of strong catalyst before
closing at 3.119, up 0.4% MoM.

Corporate Bond trading slowed amidst active
primary market
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e Mirroring MGS, corporate bonds trading volume
also slowed significantly by 27.7% MoM to RM10.5
billion in August as liquidity dried during the
festive periods. However, demand remained
surprisingly robust for AA-rated papers compared
to that of higher-quality quasi-sovereign and AAA-
rated papers.

e There was a flurry of activity in the primary
market during the month with issuers rushing to
tap the market before the Hari Raya break.
Notable names include AMMB Holdings, Celcom
Transmission, Tanjung Bin Power, Kimanis Power,
Kuala Lumpur Kepong, OCBC and the Development
Bank of Kazakhstan as well as the unrated
Khazanah Nasional, HLA Holdings, Hong Leong
Industries, Malakoff (Junior), Columbia Asia and
Dijaya Corp.

EQUITY MARKET REVIEW

KLCI advanced with regional markets remain mixed

FBM KLCI
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The FBMKLCI continued its upward trend in August
as the index scaled briefly to new all-time highs,
hitting an intra-day high of 1,655 on 22 Aug before
finally closing the month at 1,646.1, up 14 pts or
0.9% MoM despite the mixed results season.
Regional markets were mixed with Thailand
outperforming during the month, while developed
markets in US and Europe traded higher amidst
expectations of central bank action.

Regional Equity Market Performance

% Gain/(Loss)
Index 31-Aug-12 1 mth 3 mths YTD
South East Asia
Indonesia JCI 4,060.3 (2.0) 5.9 6.2
Philippine PSE 5,196.2 (2.1) 21 18.9
Singapore STI 3,025.5 (0.4) 9.1 14.3
Malaysia FBM KLCI 1,646.1 0.9 4.1 7.5
Thailand SET 1,227.5 2.3 7.5 19.7
North Asia
China Shanghai SE 2,047.5 2.7) (13.7) (6.9)
Hong Kong Hang Seng 19,482.6 (1.6) 4.6 5.7
Taiwan TAIEX 7,397.1 1.7 1.3 4.6
Japan Nikkei 225 8,839.9 1.7 35 4.5
South Korea KOSPI 1,905.1 1.2 3.3 4.3
US & Europe
Germany DAX 6,970.8 2.9 11.3 18.2
Euro Stoxx 50 2,440.7 49 15.2 5.4
US Dow Jones 13,090.8 0.6 5.6 7.1
US S&P 500 1,406.6 2.0 7.3 11.8
US Nasdaq 3,067.0 4.3 8.5 17.7
UK FTSE 100 5,711.5 1.4 7.3 25

Source: Bloomberg

OUTLOOK

While the global outlook remains fragile
fundamentally, on aggregate economic data
surprises have become less negative of late.
Nevertheless, September is shaping up to be an
important month after a relatively quiet August.

There is no shortage of event risks this month,
with the ECB council meeting on September 6
being closely watched with investors expecting
details, if any, of the ECB’s bond purchase plan.
However, ECB president Mario Draghi may choose
to defer any major announcement until after the
German constitutional courts rule on the legality
of the ESM on September 12. The European
Commissions’ draft proposal on European banking
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union is expected this month, as is the Troika’s
audit on Greece’s progress on austerity measures
and reforms.

Across the Atlantic, there is expectation that the
Fed will announce some form of asset purchase
programme at its FOMC meeting on September 12-
13. The call for QE3 remains a close one: the Fed
may wait for more economic data to make the
case, hence September may see the Fed leave the
door open for QE3 while extending its guidance for
low interest rates till 2015 (from end-2014). On
the local front, there are whispers that the 13"
General Election (GE) may be held as early as
November.

Equity strategy: We expect the KLCI to trade
range-bound over the coming weeks, although we
expect some volatility ahead due to external
headwinds and event risks, including the GE.
Investors will also be keeping a close eye on
Budget 2013, a potential catalyst in our view.

Bond strategy: We think that there will be no
surprises at BNM’s MPC meeting on 6 Sept, thus
providing support for MGS yields. However, upside
risk for yields may develop towards year-end as
OPR cut gets further priced out and as inflation
may have bottomed.



THEGAMEPLAN : QN 2012
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Equities (Neutral)

e We maintain our neutral call as we think the
FBMKLCI will move within a tight range. We opine
that the market will search for direction right up
to the Budget 2013 announcement on 28
September while keeping a close watch on the
host of event risks globally. As a result, we will
hold our exposure level at 75%, with the upper
range at +5% and the lower range at -10%.

e Meanwhile, we will trade opportunistically, albeit
with a cautious and defensive stance while
capitalizing on the yield compression theme.

Fixed Income Securities (Neutral)

e We remain firmly focused on the private debt
securities space for yield-pickup, especially on the
primary issuances market, while keeping a neutral
duration at 6-7 years as we think interest rates
will remain stable.

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

excess cash will be invested accordingly in money
market placements.
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RINGGIT SENSE

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):

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.



Maybank Asset Management Sdn. Bhd. (421779-M)
(Formerly known as Mayban Investment Management Sdn. Bhd.)

Level 12, Tower C, Dataran Maybank,
No. 1, Jalan Maarof, 59000 Kuala Lumpur, Malaysia

Tel: 603-2297 7888 Fax: 603-2297 7998
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