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GLOBAL REVIEW 
 
The year of 2011 can be concluded as a year which 
called upon the determination and resolution of the 
political administration and central banks around 
the world to address and tackle the sovereign debt 
issue which has rocked western economies, at a 
time when consumers in the west are still repairing 
their balance sheet amidst anaemic housing prices 
and stubbornly high unemployment rate. The 
notable events that took place in 2011 are: 
 

• The Eurozone debt crisis took centre stage as 
the European Union (EU) and European Central 
Bank (ECB) struggled to reach a solution on the 
mounting sovereign debts of peripheral countries 
such as Greece, Portugal, Italy and Spain.  

• In August, the United States of America (US) 
barely staved off a default when policymakers at 
the eleventh hour approved the raising of US debt 
ceiling limit by USD2.1tr and automatic spending 
cuts to enforce USD2.4tr in spending reductions 
over the next 10 years.  

• In the same month, Standard & Poor (S&P) 
downgraded the US sovereign rating from AAA to 
AA+, the first downgrade since the country was 
first rated in 1917. This caused a risk off trade 
across the globe as investors grew increasingly 
wary of potential policy missteps which could 
cause massive shock to financial markets. 

• China experienced a slowdown in economic 
growth in H2 amidst concerns of a sharp decline 
in the property market and the impact of local 
government borrowings on banking sector asset 
quality. 
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• Inflationary expectations, which were much 

talked about in 1H11, had mostly moderated in 
2H11 where focus began to emphasize on 
deflationary fears, which were followed by the 
commencement of monetary easing. 

 
Manufacturing across the globe continued to 
contract in November as the protracted debt crisis 
in Europe weighed on demand. 

 
Source: OECD, Bloomberg  
 
MALAYSIAN REVIEW 
 
• GDP growth remains relatively strong and on 

course to meet the official target of 5%-5.5% in 
2011, supported by robust domestic demand. 
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• Inflation concerns eased after peaking at 3.5% 
YoY in June, and has since moderated to 3.3% YoY 
in November or 3.2% YoY in the first 11 months. 

• Bank Negara Malaysia (BNM) raised the Overnight 
Policy Rate (OPR) by 25bp in 1H11 to 3.0% and has 
since kept the rate unchanged. 

Malaysia GDP relatively robust while inflation 
moderating. 

 

Source: Bloomberg  

BOND MARKET REVIEW 

MGS market continued to attract strong demand 

 
Source: Bloomberg, Bondstream 

• During the 4Q2011, the Ringgit sovereign bond 
market continued to attract strong demand from 
investors.  

• In the absence of interest rate normalisation by 
BNM in 2H2011 and as downside risk to global 
growth began to dominate, yields fell further 
especially at the short-end of the curve.  

• The 3-year benchmark MGS yield declined a hefty 
22bp in the quarter under review to 2.98% as 
concerns shifted from inflation to growth. With 
the 10-year holding steady at 3.69%, the MGS yield 
curve was seen bull-steepening as the 3/10-year 
spread increased from 49bp as of end-Sept 2011 to 
71bp as of end-Dec 2011. 

 

 

 

Foreign flows steady in November 

 
Source: Bank Negara Malaysia 

 
• Meanwhile, while there were hints of foreign fund 

outflows from the Ringgit sovereign bond market 
in mid-September when yields spiked, trading 
volume jumped and the Ringgit weakened, data 
released by BNM showed that foreign holdings of 
MGS and GII remain healthy at RM97.09 billion 
(25.2% of total outstanding) as of end-November, 
not far behind the all-time high of RM99.65 billion 
(25.9%) as of end-August. 

 
Robust trading in Corporate Bond following a slew 
of new papers and as investors continue to look for 
yield pickup. 

 
Source: Bloomberg, Bondstream 

 
• The Corporate Bond market also saw trading 

interest pick up towards the latter part of the 
year, as trading volume surged 36.4% QoQ in 
4Q2011. This could be due to the attractive yield 
pick-up as PDS spreads widened against MGS.  

• 4Q2011 also saw several sizeable issuances 
including Midciti Resources, Kuala Lumpur Kepong, 
Manjung Island Energy, ANIH Berhad, DRB-HICOM, 
Guinness Anchor, Hong Leong Financial Group, 
Maybank, Sabah Credit Corporation and Telekom.  
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EQUITY MARKET REVIEW 

Source: Bloomberg 

• The FBM KLCI rose 10.4% in 4Q2011 to close the 
year in positive territory as the market rebounded 
strongly from the sell-off in 3Q, especially towards 
the year-end due to a combination of M&A news 
flow, some positive economic data out of the US 
and window-dressing activities by market 
participants.  

 

• In the quarter under review, the KLCI was one of 
the region’s best performing markets, bettered 
only by Thailand’s SET which surged 11.9% as the 
country recovered from its worst flooding in 
decades.  

 

• Other developed markets in US and Europe also 
posted encouraging gains in 4Q2011, although 
most markets there still ended the year in the red. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Regional Equity Market Performance 

  % Gain/(Loss) 

Index 31-Dec-11 1 mth 3 mths YTD 

South East Asia     

Indonesia JCI 3,822.0 2.9 7.7  3.2  

Philippine PSE 4,372.0 3.8  9.3  4.1  

Singapore STI 2,646.4 (2.1) (1.1) (17.0) 

Malaysia FBM KLCI 1,530.7 4.0  10.4  0.8  

Thailand SET 1,025.3 3.0  11.9  (0.7) 

North Asia         

China Shanghai SE 2,199.4 (5.7) (6.8) (21.7) 

Hong Kong Hang 
Seng 18,434.4 2.5  4.8  (20.0) 

Taiwan TAIEX 7,072.1 2.4  (2.1) (21.2) 

Japan Nikkei 225 8,455.4 0.2  (2.8) (17.3) 

South Korea KOSPI 1,825.7 (1.2) 3.2  (11.0) 

US & Europe         

Germany DAX 5,898.4 (3.1) 7.2  (14.7) 

Euro Stoxx 50 2,316.6 (0.6) 6.3  (17.1) 

US Dow Jones 12,217.6 1.4  12.0  5.5  

US S&P 500 1,257.6 0.9  11.2  (0.0) 

US Nasdaq 2,605.2 (0.6) 7.9  (1.8) 

UK FTSE 100 5,572.3 1.2  8.7  (5.6) 

Source: Bloomberg 
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GLOBAL OUTLOOK 

The global economic outlook is expected to be 
challenging in 2012, with advanced economies 
struggling with anaemic growth while emerging 
economies experience a slower pace of growth than in 
2011.  

• The US economy is expected to continue its slow 
pace of recovery amidst a benign housing market 
and a gradually recovering job market, although 
we do not expect a double-dip recession. Growth 
will be supported by continuation of its loose 
monetary policy, although elections in November 
could bring unnecessary distraction. 

• Europe is expected to experience a mild 
recession as policymakers struggle to put together 
a comprehensive solution to solve the region’s 
debt crisis that is entering its third year.  

• Emerging economies including Asia will continue 
to expand albeit at a more moderate pace as 
more trade-dependent countries may experience 
sluggish exports. In particular, China, while not 
completely immune to troubles in developed 
countries, is expected to experience a “soft-
landing” as domestic demand remains robust and 
policy-makers have sufficient flexibility to 
implement the necessary policy actions should the 
need arise. 

 

MALAYSIAN OUTLOOK 

In line with our outlook for emerging economies, 
Malaysia is also expected to experience slower growth 
of 3.5%-4% in 2012.  

• The slowdown is primarily due to the expected 
decline in global growth, led by Europe. Malaysia 
as an open economy is still dependent on exports 
and hence not completely immune to a slowdown 
in external demand. 

• However, the economy is expected to be 
supported by positive economic policies, good 
ETP momentum and an accommodative interest 
rate environment, as BNM are expected to 
maintain the current interest rate level in 2012. 

Ringgit weakened since September and remains 
under pressure on cautious global growth outlook. 

 

Source: Bloomberg 

 

BOND MARKET OUTLOOK 

We think that the MGS yield curve will continue to bull 
flatten into H1 2012. Demand for MGS/GII is expected 
to be supported by: 

• Mild inflation expectations pressure vis-a-vis 
regional peers. 

• Expectation of a rate hike pause throughout 2012. 
• Robust liquidity from both local and foreign 

investors. 

 

However, developments out of Europe and US remain 
uncertain:  

• In the event of a severe deterioration in global 
growth, we do not discount a 25-50 bps cut in the 
OPR by BNM, which will see the yield curve bull 
steepening.  

• Furthermore, negative developments will heighten 
risk aversion amongst foreigners which may 
prompt a reduction in foreign holdings of MGS/GII. 

 

We continue to favour corporate bond over MGS/GII 
due to its better yield pickup and the expectation of 
new issuances coming into the market stemming from 
various capital expansions activities undertaken by 
companies as well as financing requirement for ETP 
projects. 

 

EQUITY MARKET OUTLOOK 

The inherent flaw in the European monetary union 
without a political union gives rise to a range of 
uncertainties for the financial markets in 2012 while 
US and China (now) have accelerated their gears to 
keep their respective economies reasonably 
supported.  
 
We believe the choice to be made by the Europeans 
will each have distinguished and profound impact on 
the financial markets, as a result of the path chosen. 
Hence, the following scenario analysis projects each 
investment case based on respective macro backdrops. 
 



MARKETOUTLOOK       RINGGIT&SENSEJAN2012 

 
05// 

 

 

Source: Bloomberg; Mayban Investment Management Research 

*Remark: Return potential is based on index level of 1504 as at 28 
Dec-11 

 

At MIM, we opine governments would continue to be 
the last resort for ‘rescue’ ultimately. We would adopt 
a range-bound trading strategy with some level of 
preservation of cash as a defensive measure to take 
advantage of any events of severe correction or strong 
volatility. 

 

MARKETRISKS&CATALYSTS 

GLOBAL 

Key risks to the global economic outlook are: 

• Ineffective or protracted policy decisions or 
implementation to solve the Eurozone debt 
crisis could weaken economic conditions in the 
region and cause systemic risk to the region’s 
banking system. 

• Economic and financial contagion stemming from 
Europe in particular could impact global trade and 
exacerbate financial market volatility.  

• Geopolitical risks as uncertainties surrounding 
political upheaval and election outcomes could 
have a major impact on the global economy. 

• Natural calamities could disrupt the 
manufacturing supply chain as well as food and 
commodity production. 

 

 

 

 

However, potential catalysts are 

• More robust Asian domestic demand could be a 
new driver of global growth and cushion weak 
demand from advanced economies. 

• Aggressive monetary easing by central banks or 
fiscal stimulus by governments, especially in 
emerging economies, amidst lower inflationary 
expectations. 

 

MALAYSIA 

Key risks to the Malaysian outlook are 

• Execution risk for ETP and GTP, which are 
currently underpinning the domestic economy as 
the consumption and trade balance equations slow 
down. 

• Valuation, on a regional basis as well as for 
certain sectors, is not cheap. 

• Potential concern of further setback for the 
incumbent in the coming general election. 

 

However, potential catalysts are 

• Resilient domestic consumption could sustain in 
the near future. 

• Delivery of key projects like MRT, and further 
detailed layout of Petronas capital expenditure 
program. 

• Further integration of ASEAN economies, 
benefiting Malaysia. 

• Strong commodity prices. 

Case FBMKLCI 
Target Assumptions Macro Backdrop Risk

Base 1529 
(+ 1.7%)*

• Consensus EPS (2012) of 110
• Forward PE of 13.9

• Continued support of US economy 
by US Govt & Fed
• Deepening Eurozone crisis finally 
compels Germany to give in
• Orderly exit of peripheral countries 
in Europe
• Strong fiscal and monetary support 
domestically

• Disorderly Euro break 
up

Best 1664
(+10.6%)*

• 5% higher growth on 
consensus EPS (2012)
• Forward PE of 14.6

• Strong QE measures by ECB 
coupled with structural fiscal reforms 
in Europe
• Continued support of US economy 
by US Govt & Fed
• Orderly exit of peripheral countries 
in Europe
•Strong fiscal and monetary support 
domestically

• Higher inflation due to 
massive monetary and 
fiscal stimulus

Worst 1300
(-13.6%)*

• -5% lower growth on 
consensus EPS (2012)
• Forward PE of 12.5

• Severe sovereign distress in core 
countries of Europe, leading to lost of 
market access, resulting in 
insolvency, causing significant 
disruption to global financial chain 
• Continued support of US economy 
by US Govt & Fed

• Financial market 
collapse like seen in 
Lehman crisis



THEGAMEPLAN                                                                                                           RINGGIT&SENSEJAN2012 

 
06// 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Equities (Mild Overweight) 
MAINTAIN 

• Our central thesis of investing in this uncertain 
and volatile environment is to seek continued 
affirmation of committed anchor of global and 
local economies, backstopped by fiscal and 
monetary policies coupled with monitoring on 
degree of financial deterioration of financial 
health ‘tolerated’ by financial markets. 

• We retain our mild overweight call on equities, 
however, we intend to maneuver our exposure 
level in the range of +-5% of 75% weighting to take 
advantage of the range-bound trading 
environment. 

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

 

Fixed Income Securities (Neutral)  
MAINTAIN 

• Although we have been focused on high-quality 
PDS for months now, we maintain this stance 
owing to the low yield of government papers.  

• For the same reason, we have a reasonably short 
duration position to stay invested for our bond 
portfolios, with plans to buy more whenever yield 
pick-up opportunities arise.  

• We continue to actively bid for new issuances and 
search for trading opportunities.  

• As growth concerns are taking over inflationary 
pressures in determining interest rate policy, we 
feel the overnight policy rate (OPR) will stay 
stable at current levels until mid-2012.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Money Market (Neutral)  
MAINTAIN  

• Due to the lower position within our overweight 
equity exposure range, we shift cash into money 
market funds.  

• With bond yields especially Malaysian government 
securities (MGS) trading at very low levels and 
with the current uncertain stock market, money 
market is where funds are moving to.  

• Amid the flush liquidity in the banking system, 
yields of Commercial Papers (CPs) and short term 
bonds are also depressed. 
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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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