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Global manufacturing slid further with back-to-back
contraction in July.
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The Global Manufacturing Purchasing Manager
Index (PMI) fell to its lowest level in more than 3
years at 48.4 in July. The eurozone remained the
main source of weakness at the start of Q3 while
data from US, Japan and China was sluggish.
Meanwhile, the OECD Composite Leading Index
(CLI) also fell for the second consecutive month in
May as growth momentum wanes in most major
economies.

Sentiment remains fragile due to troubles in Europe,
with evidence mounting that global growth is
slowing.

In Europe, fundamentals point to a deterioration
in growth outlook as the debt crisis continues to
weigh on its economies. Meanwhile, investors
search for direction on how the debt crisis will
evolve, with worries that Spain will eventually be
forced to seek a full sovereign bailout and Greece

01 MARKETREVIEW

03 MARKETOUTLOOK

04 THEGAMEPLAN

MARKETREVIEW

will be wunable to fulfill its promises driving
peripheral yields to Euro-area highs and the
common currency to multi-year lows.

In US, the economy is clearly cooling as Q2 GDP
growth came in largely within market’s subdued
expectation at 1.5% QoQ from Q1’s revised 2.0% as
consumption slowed amidst a lacklustre labour
market. Another source of uncertainty is the
political gridlock in the run up to the Presidential
election in November which could exacerbate the
fiscal cliff and debt ceiling issues, threatening to
push US back into recession next year if
unresolved. However, one bright spot is the
gradual stabilisation of the housing market.

In China, policymakers have clearly shifted focus
to supporting growth, mostly evidently by cutting
interest rates twice in a month and fast-tracking
approvals for investments. This is critical as the
economy moderates, with Q2 GDP growth slowing
to 7.6% YoY, a touch above the government’s
target.

Across Asia, headwinds from weak external
demand will remain a drag although most
countries are well-placed to support their
economies with fiscal as well as monetary easing.

MALAYSIAN REVIEW

At the start of July, Bank Negara (BNM) kept the
Overnight Policy Rate (OPR) on hold at 3.00% as
expected while highlighting downside risk to
growth due to external developments.

Exports rebounded to +6.7% YoY in May (Apr: -
0.1%), led by the surge in shipments of LNG and
refined petroleum products. Imports grew at a
faster pace of +16.2 % YoY (Apr: +7.4%) on robust
domestic demand.
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Inflation continued to be benign, easing to +1.6%
YoY in June (May: +1.7%) while core inflation also
eased to 1.2% YoY (May: 1.3%).

Industrial production rose strongly by 7.6% YoY in
May (Apr: +3.2%) as manufacturing, mining and
electricity components all showed positive growth.

RINGGIT 'SENSEAUG2012

The Ringgit continued its volatile trading pattern
within the 3.15-3.19 range against USD in July on
fragile global sentiment, before rallying strongly
to 3.131 or +1.5% MoM on the last day of the
month as expectations grew that central banks in
US and Europe will intervene.

BOND MARKET REVIEW

Govvies continued to trade firmer in July on safe

haven flows
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Corporate Bond remained in high demand
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Corporate bonds attracted investors’ interest with
volume rising 4.4% MoM to RM14.5 billion in July as

investors search for vyield pick-up in the
increasingly low interest rate environment.
However, trading was focused mainly on high-

Heightened concerns about the macroeconomic
outlook continued to drive robust demand for
govvies by domestic investors in July. The MGS
yield curve bull flattened as the 10-year
benchmark vyield rallied 7bp to 3.40%, after
touching 3.36% on 25/7, the lowest since Feb
2009, while the 3-year benchmark yield inched up
marginally by 2bp to 3.06%.

Overall volume surged 38.7% MoM to a hefty
RM87.1 billion last month, the highest since Sept
2011.

Foreigners raised total holdings in June by moving
into short-dated bills but at the expense of MGS/GII
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Foreign Holdings in Malaysian Debt Securities
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Foreigners cut their holdings of MGS/GII for the
first time in 9 months in June by RM3.0 billion to
RM112.7 billion or 27.3% of total outstanding while
raising their holdings of short-tenured BNM/MTB
bills by RM5.9 billion to RM61.4 billion or 41.7% of
total outstanding.

quality quasi-sovereign and AAA-rated papers.
Notable issuances

include Danalnfra Nasional

(MRT), Aman Sukuk, Axis REIT, First Resources,

Mercuro Properties and WCT.

EQUITY MARKET REVIEW
KLCI rose in in-line with most regional markets

FBM KLCI
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It was another good month for the FBMKLCI as the
index scaled to new all-time highs regularly in
July, hitting an intra-day high of 1,647 during the
month. The index finally closed the month at
1,631.6, up 32 pts or 2.0% MoM. Investors were
seen increasing their weightings to maximise
performance in 2H in view of the delayed general
election.

Asean markets continued to be the flavor of the
moment as regional indices outperformed in
general while North Asian markets were still
weighed down by concerns over the Chinese
economy and other external headwinds.
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Developed markets in the US and Europe trended
higher in July, with much of the gain occurring at
month end on expectations of central bank easing
and more resolute action by policymakers in

Europe.

Regional Equity Market Performance

% Gain/(Loss)
Index 31-Jul-12 | 1mth 3mths  YTD
South East Asia
Indonesia JCI 4,142.3 47 (0.9) 8.4
Philippine PSE 5,307.7 1.2 2.0 21.4
Singapore STI 3,036.4 5.5 1.9 14.7
Malaysia FBM KLCI 1.631.6 2.0 3.9 6.6
Thailand SET 1,199.3 2.3 (2.4) 17.0
North Asia
China Shanghai SE 2,103.6 (5.5) (12.2) (4.4)
Hong Kong Hang Seng 19 796 8 18 (6.2) 7.4
Taiwan TAIEX 7,2705 (0.4) (3.1) 2.8
Japan Nikkei 225 8,695.1 (3.5) (8.7) 2.8
South Korea KOSPI 1.882.0 1.5 (5.0) 3.1
US & Europe
Germany DAX 6,772.3 55 0.2 14.8
Euro Stoxx 50 23257 2.7 0.8 0.4
US Dow Jones 13,008.7 1.0 (1.6) 6.5
US S&P 500 1,379.3 1.3 (1.3) 9.7
US Nasdaq 2,939.5 0.2 (3.5) 12.8
UK FTSE 100 5,635.3 1.2 (1.8) 1.1

Source: Bloomberg

OUTLOOK

The global outlook remains fragile, with economic
data in the second quarter on average proving
weak. While Europe remains some way from
resolving the debt crisis that has taken a toll on its
economy, the US faces the additional uncertainty
of the fiscal cliff and debt ceiling issues which
threaten to push the US back into recession next
year if unresolved. During this time, fundamentals
take a back seat and sentiment will drive markets.
As a result, markets have been volatile. In the
midst of uncertainty, investors’ expectations that
policymakers will step in to backstop markets and
support the economy when push comes to shove
have been building.

Equity strategy: With the KLCI already at new all-
time highs and August being a festive month, we
expect investors to tread cautiously and buy
selectively while closely monitoring global
developments and any hints of general election for
direction.

Bond strategy: We think MGS vyields will still be
supported in the near term by our base case of
stable OPR, low inflation, and moderate growth.
Furthermore, with no MPC meeting and a light
gowvies auction calendar in August, we expect the
interest rate environment to remain stable. We
prefer the private debt securities space, especially
in the primary market for short-to-medium
duration papers.
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Equities (Neutral)

We maintain our neutral call on equities as we
expect the FBMKLCI to trade mostly range-bound.
Hence, our exposure level is maintained at 75%,
with the upper range at +5% and the lower range
at -10%.

We prefer defensive stocks with decent yields and
will seek opportunistic trades when opportunities
arise.

Fixed Income Securities (Neutral)

We remain firmly focused on private debt
securities for yield-pickup, especially with the
healthy pipeline of primary issuances, while
lengthening duration to 6-7 years as we think the
interest rate environment will remain stable for
now.

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

excess cash will be invested accordingly in money
market placements.
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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. (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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