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GLOBAL REVIEW 
 
Global manufacturing expanded at the slowest pace 
this year in May. 
 

 
Source: Bloomberg 
 
• The Global Manufacturing Purchasing Manager 

Index (PMI) declined to 50.6 in May, the lowest 
since December 2011 due to lower readings across 
most regions, particularly the eurozone. 

• Meanwhile, the OECD Composite Leading Index 
(CLI) gained for a fifth straight month in March. 

 
The month of May turned out to be a perfect storm 
of negative news: fresh doubts over the future of 
the eurozone, slowing US recovery and worries 
about a faster-than-expected slowdown in China. 
 
• Following inconclusive elections in Greece on 6 

May, where voters vented their anger over 
austerity measures forced upon them by increasing 
support for anti-bailout parties, fears over 
Greece’s commitment to the bailout terms and 
the contagion effect should Greece leave the 
eurozone. Following inability of political parties to 
form a coalition government, the Greeks will 
return to the polls on 17 June. 
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• In Spain, the govt’s fiscal health and ability to aid 

its banks remains a concern. Meanwhile, economic 
data across Europe continued to be lacklustre. 

• In US, jobs growth appears to have slowed as 
payrolls rose just 69k in May, the fewest in a year 
while the unemployment rate rose to 8.2%. 
Meanwhile, Q1’12 GDP growth was revised down to 
1.9% QoQ from the earlier estimate of 2.2%. 

• China also released a weak set of data for April, 
notably lower than expected new loans of CNY682 
bil, slower exports and imports growth of 4.9% and 
0.3% YoY respectively, while manufacturing and 
investments data also disappointed. In response to 
the weak data, the PBoC announced a third 
reserve requirement ratio (RRR) cut in 6 months of 
50bp. Meanwhile, investors have mixed 
expectations about the possibility of fiscal 
stimulus, but most expect further RRR cuts ahead. 

 
MALAYSIAN REVIEW 
 
• GDP growth moderated to 4.7% YoY in Q1 (Q4’11: 

+5.2%), driven by strong domestic demand while 
net external demand contracted further. 

• Inflation eased to +1.9% YoY in April (Mar: +2.1%) 
due to moderating food and transport prices as 
well as favourable base effect, while core inflation 
remained tame at 1.4% YoY (Mar: +1.7%). 

• Exports contracted by 0.1% YoY in Mar (Feb: 
+14.5%), weighed down by declines in shipments 
to EU, China and Hong Kong, amidst weaker E&E 
and palm oil exports. Imports growth fell to 1.6% 
YoY in Mar (Feb: +18.0%), as intermediate goods 
imports declined. Overall, trade surplus remained 
steady at RM10.5bn (Feb: RM10.6bn). 

• Bank Negara Malaysia (BNM) left the OPR at 3.00% 
for the 6th straight meeting on 11 May. 
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BOND MARKET REVIEW 
 
Govvies had another mixed month in May 
 

 
Source: Bloomberg, Bondstream 
 
• The MGS yield curve closed firmer at both the 

short and long ends while there were mild losses 
around the belly of the curve. The 3-year 
benchmark yield declined 2bp to 3.16% due to 
weak macroeconomic data and external headwinds 
while the 7- and 10-year yields moved 4bp and 3bp 
higher to 3.43% and 3.54% respectively following 
weak govvies auctions.  

• Overall volume remained relatively thin at RM55.5 
billion done, with average daily trading volume 
falling 3.3% MoM to RM557 million.  
 

Foreigners remained net buyers of govvies in April 
 

 
Source: Bank Negara Malaysia 
 
• Foreign holdings of MGS/GII rose by RM2.0 billion 

to RM112.7 billion or 27.6% of total outstanding as 
of end-April. However, they reduced holdings of 
short-tenured BNM/MTB bills by RM5.8 billion to 
RM59.3 billion or 41.2% of total outstanding. 

• The Ringgit trended lower relative to the USD 
throughout the month of May, in line with regional 
currencies on the back of risk-off sentiment and 
safe-haven flows. The USDMYR rate closed 4.8% 
weaker MoM at 3.175, wiping out YTD gains along 
the way. 

 
 
 

 
 
Active trading in the Corporate Bond market  
 

 
Source: Bloomberg, Bondstream 
 
• Corporate Bond trading volume was active at 

RM12.2 billion in May, 6.4% higher MoM. Among 
the notable new issuances during the month 
include Maybank, Encorp Systembilt, RHB Bank, 
Hyundai Capital and ADCB Finance.  

 
EQUITY MARKET REVIEW 
 
KLCI posted modest gains in May, in contrast to 
other global markets as sentiment turned negative 
 

 
Source: Bloomberg 

 
• The FBMKLCI rose by 10 pts or 0.6% MoM to 

1,580.7, rising strongly at the month-end after 
touching a low of 1,532.5 in the middle of the 
month following the escalation of the European 
debt crisis. The FBMKLCI was the best performing 
market last month by virtue of its defensive 
nature, in stark contrast with the MSCI Asia ex-
Japan which plunged 10.9% MoM. 

• Markets in Asia were lower in May with 
performance varying greatly (see the following 
table). The worst performing market was Hong 
Kong, largely due to rising concerns of a faster-
than-expected slowdown in China. 

• Meanwhile, advanced markets in US and Europe 
were also lower as US economic data softened and 
fears over of a Greek exit and its contagion effect 
escalated.  
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Regional Equity Market Performance 
 

  % Gain/(Loss) 

Index 30-Apr-12 1 mth 3 mths YTD 

South East Asia     

Indonesia JCI 3,832.8 (8.3) (3.8) 0.3  

Philippine PSE 5,091.2 (2.1) 4.0  16.5  

Singapore STI 2,772.5 (6.9) (7.4) 4.8  

Malaysia FBM KLCI 1,580.7 0.6  0.7  3.3  

Thailand SET 1,141.5 (7.1) (1.7) 11.3  

North Asia         

China Shanghai SE 2,372.2 (1.0) (2.3) 7.9  

Hong Kong Hang Seng 18,629.5 (11.7) (14.1) 1.1  

Taiwan TAIEX 7,301.5 (2.7) (10.1) 3.2  

Japan Nikkei 225 8,542.7 (10.3) (12.1) 1.0  

South Korea KOSPI 1,843.5 (7.0) (9.2) 1.0  

US & Europe         

Germany DAX 6,264.4 (7.3) (8.6) 6.2  

Euro Stoxx 50 2,118.9 (8.1) (15.7) (8.5) 

US Dow Jones 12,393.5 (6.2) (4.3) 1.4  

US S&P 500 1,310.3 (6.3) (4.1) 4.2  

US Nasdaq 2,827.3 (7.2) (4.7) 8.5  

UK FTSE 100 5,320.9 (7.3) (9.4) (4.5) 

Source: Bloomberg 
 
OUTLOOK 
 
• With the global outlook still clouded by 

uncertainties, near term market performance will 
likely remain volatile and news-driven, especially 
any indication of monetary and/or fiscal stimuli. In 
Europe, investors will be monitoring closely the 
outcome of the Greek elections on 17 June as well 
as progress of Spain’s fiscal woes and bank 
recapitalisation. Meanwhile, European 
policymakers will continue to be under pressure to 
contain the debt crisis entering its 4th year, which 
will determine the fate of the monetary union. In 
US, with the recovery seemingly losing steam, 
investors will be watching closely the Fed’s FOMC 
meeting in 19-20 June for clues of further 
Quantitative Easing (QE3) or at least an extension 
of ‘Operation Twist’ which expires this month. In 
China, opinions are split over the possibility of 
fiscal stimulus by the government to counter 
slowing growth. 

 
 
 
 
 

 
 
• Equity strategy: To accumulate position in 

fundamentally sound firms while employing a 
tactical trading strategy. While it now appears 
that a June General Election (GE) is increasingly 
unlikely, with September the next possible date, 
we believe the local market may trade range-
bound in the near term as election and Europe-
related risks remain priced-in. 
 

• Bond strategy: In the private debt securities 
space, we will continue to keep duration short. 
We expect MGS yields to be supported by 
uncertainties regarding the domestic economy 
amidst heightened external headwinds, 
particularly if there are indications BNM may be 
ready to act on policy rates, although we do not 
believe this is the case for now. The 3 govvies 
auctions this month should be comfortably 
absorbed by the upcoming RM12.5 billion of MGS 
maturity. 
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Equities (Neutral) 
MAINTAIN 
 
• We maintain our neutral call on equities as the 

defensive nature of the FBMKLCI may prove 
appealing as global headwinds loom. However, the 
overhang due to uncertainty over the timing of the 
next GE persists, resulting in range-bound trading. 
Hence, we will maintain our exposure level in the 
75% +/-5% range. 

• We would also continue to seek ‘undiscovered’ 
value stocks in order to generate alpha for the 
portfolios. 

 
Fixed Income Securities (Neutral)  
MAINTAIN 
 
• We remain firmly focused on the private debt 

securities as yields are attractive relative to 
govvies.  

• We will also keep portfolio duration short in order 
to reduce risks should the curve steepen.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
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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General: 
This newsletter is for information purposes only and under no circumstances it is 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 be independently verified and consequently no representation is made as to the accuracy or completeness 
of this newsletter by Mayban Investment Management Sdn Bhd and it should not be relied upon as such. Mayban 
Investment 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. Mayban Investment 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. 
 
Mayban Investment 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                                         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 
m-o-m = Month-on-month 
 
 
 
 
 
 
 
 
 
 
This review prepared by Mayban Investment Management Sdn Bhd (MIMSB) is for the private circulation to clients of MIMSB only. The opinions, 
statements and information contained in this review are based on available data believed to be reliable. MIMSB does not warrant the accuracy 
of anything stated in the review in any manner whatsoever and nor any reliance upon such things by anyone shall give rise to any claim 
whatsoever against MIMSB in respect thereof. 
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