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GLOBAL REVIEW 
 
The global manufacturing sector expanded for the 
first time in four months in December. 

 
Source: OECD, Bloomberg 

 
• The Global Manufacturing Purchasing Manager 

Index (PMI) rose by 1.2 points to 50.8 in 
December, the highest in 6 months, led by 
expansion in the US. 

• The OECD Composite Leading Index fell by 0.1 
points in November, as the pace of decline 
moderated. 

 
The Eurozone sovereign debt crisis continued to 
grab headlines and showed some signs of progress 
while US continued to surprise on the upside.  
• At the EU Summit on 30 January, EU leaders 

moved closer towards agreement on the Fiscal 
Compact Treaty, paving the way for closer fiscal 
union although implementation remains uncertain. 
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• Ongoing negotiations between the Greek 

government, private sector and international 
creditors are expected to be pushed through 
amidst public protest and opposition 
disagreement. A deal is critical for Greece to meet 
its next principal redemption of €14.5 billion on 
March 20. 

• On 13 January, S&P lowered the long-term ratings 
of 9 countries, including France and Austria, while 
reaffirming 7 countries in the eurozone. 

• Meanwhile, manufacturing in US continued to 
expand with the Purchasing Managers’ Index (PMI) 
at the highest level in 7 months in January while 
unemployment fell to 8.3%, the lowest in three 
years. 

 
MALAYSIAN REVIEW 
• Industrial Production growth in November 

moderated to +1.8% YoY from +2.8% YoY in 
October due to slower manufacturing growth and 
continued contraction in mining output. 

• Exports growth slowed to +8.0% YoY in November 
from +15.4% in October. The slowdown was mainly 
due to contraction in Electrical & Electronics 
exports while commodity-based exports also 
slowed from a month earlier.  

• Inflation eased further to +3.0% YoY in December 
from +3.3% in November, in-line with consensus 
estimates. Inflation for 2011 came in at +3.2% YoY 
as expected (2010: +1.7%). 

• Bank Negara Malaysia (BNM) left the Overnight 
Policy Rate (OPR) unchanged at 3.0% as widely 
expected, which they viewed as still 
accommodative while adopting a wait-and-see 
attitude to assess the economic situation.  
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BOND MARKET REVIEW 

MGS market traded firmer 

 
Source: Bloomberg, Bondstream 

• In January, the Ringgit sovereign bond market saw 
active trading by investors building positions at 
the start of the year. Volume surged 67.1% MoM to 
RM78.1 billion of MGS/GII traded, although volume 
fell substantially towards the end of the month as 
the Chinese New Year holidays approached and 
investors stayed at the sidelines ahead of the MPC 
meeting.  

• In anticipation of potential OPR cut by BNM, yields 
fell further. During the month, the MGS yield 
curve bull-flattened as the 3-year benchmark MGS 
yield declined 9bp to 2.89% while the 10-year fell 
13bp to 3.56%. 

• At the first govvies auction of the year, the 7-year 
MGS re-opening saw very strong demand with bid-
to-cover of 3.59 times. 

 
Foreign flows into MGS/GII climbed in December 

 
Source: Bank Negara Malaysia 

 
• Meanwhile, data released by BNM showed that 

foreign holdings of MGS and GII surged by RM6.0 
billion to an all-time high of RM103.1 billion 
(26.6% of total outstanding) as of end-December, 
although foreigners reduced their holdings of 
shorter-term BNM bills by a larger RM10.8 billion. 

 
 
 
Decent volume in the Corporate Bond market as 
investors continue to look for yield pickup 

 
Source: Bloomberg, Bondstream 
 
• Trading volume in the Corporate Bond market 

declined only marginally by 6.8% MoM to RM12.7 
billion in January. This is still robust compared to 
the average monthly trade of RM9.5 billion last 
year.  

• Notable new issuances during the month include 
Project Lebuhraya Usahasama Bhd, Sarawak 
Energy, AmIslamic Bank, Boustead Holdings, 
Musteq Hydro and the unrated Toyota Capital. 

 

EQUITY MARKET REVIEW 

Market ended flattish, lagged behind peers 

 
Source: Bloomberg 
• Other regional markets as well as developed 

markets in Europe and US experienced strong gains 
as risk appetite improved on the back of liquidity 
injections and easing biases by various central 
banks and policymakers.  

• However, concerns remain on the ability of 
European nations to accept further austerity with 
Greece being pressured by the ‘troika’ to adhere 
to demands before being handed the bailout 
package to meet its upcoming bond repayment in 
March. 

• On the local front, the FBMKLCI declined 
marginally by 0.6% MoM to 1,521.3, taking a 
breather after the rally in December. 
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Regional Equity Market Performance 

  % Gain/(Loss) 

Index 31-Jan-12 1 mth 3 mths YTD 

South East Asia     

Indonesia JCI 3,941.7 3.1  4.0  3.1  

Philippine PSE 4,682.4 7.1  8.0  7.1  

Singapore STI 2,906.7 9.8  1.8  9.8  

Malaysia FBM KLCI 1,521.3 (0.6) 2.0  (0.6) 

Thailand SET 1,084.0 5.7  11.2  5.7  

North Asia         

China Shanghai SE 2,292.6 4.2  (7.1) 4.2  

Hong Kong Hang Seng 20,390.5 10.6  2.6  10.6  

Taiwan TAIEX 7,517.1 6.3  (0.9) 6.3  

Japan Nikkei 225 8,802.5 4.1  (2.1) 4.1  

South Korea KOSPI 1,955.8 7.1  2.4  7.1  

US & Europe         

Germany DAX 6,458.9 9.5  5.2  9.5  

Euro Stoxx 50 2,416.7 4.3  1.3  4.3  

US Dow Jones 12,632.9 3.4  5.7  3.4  

US S&P 500 1,312.4 4.4  4.7  4.4  

US Nasdaq 2,813.8 8.0  4.8  8.0  

UK FTSE 100 5,681.6 2.0  2.5  2.0  

Source: Bloomberg 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
OUTLOOK 
 
• Over the coming month, attention will remain very 

much on progress in Europe with regards to the 
sovereign debt crisis, as the market awaits the 
conclusion of negotiations over the Greek debt 
swap deal and fiscal measures, as well as details 
of the EU Fiscal Compact Treaty.  

• While economic data in the US has been mostly 
better than expected, the market will continue to 
monitor developments to assess the strength of 
the recovery. In China, policy easing has already 
begun and the central bank has been providing 
liquidity into the system, which provides support 
for risk assets. We expected further policy easing 
over the near to medium term to support 
economic growth which has begun to moderate. 

• Equity strategy: To monitor closely developments 
in developed markets while keeping one eye on 
news flow locally, especially those linked to the 
upcoming General Election which is potentially a 
key event risk for the local market. 

• Bond strategy: PDS provides attractive yield 
pickup, especially as MGS yields have declined to 
recent low levels. 
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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 the 
degree of financial deterioration of financial 
health ‘tolerated’ by financial markets. 

• Liquidity is the wheel of grease for equities in 
general. We have seen good take-ups in the 
European bond auctions and this is a positive trend 
to look forward to. Coupled with some form of 
inflationary targeting and continued 
accommodative monetary policies by the Federal 
Reserve, we can expect reasonable confidence of 
liquidity flows to be maintained in equities in 
general. 

• 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 

• We continue to favour high-quality PDS papers vis-
à-vis government securities, especially in view of 
the low yield of the latter. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• In the absence of MPC meeting this month, 
investors will cast their eyes towards external 
developments and its impact on the domestic 
macroeconomic situation for direction.  

• Supply issues may also come into play as there are 
three scheduled govvies auctions this month 
against one in January.  

 

Money Market (Neutral)  
MAINTAIN  

• As a result of our mild overweight position in 
equities, excess cash will be shifted into money 
market funds.  

• However, in anticipation of a potential OPR cut 
and a flush of liquidity, money market players 
have been pricing rates lower. Hence, we have 
been lengthening our duration for yield pickup. 
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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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