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For Malaysia macro, economic growth is set to slow in 2023 to 4.0% (2022E: 
8.0%) as global economy is expected to experience a mild recession (2023E: 
1.7%; 2022E: 2.9%) amid stagnation/recession in major advanced economies 
(i.e. US, Eurozone, UK) on the impact of high inflation and the resultant high 
interest rates. Several factors mitigate the downsides to domestic economic 
outlook. First is the growth-friendly moderate OPR hikes from the 
"accommodative" record-low of 1.75% since May 2022 to the "neutral" level 
of 3.00% by Jan 2023. Second, drawdown of excess individual/household 
savings built since Jan 2020 amid lockdowns and economic stimulus measures 
provide a buffer to consumer spending. Third, recovery in inbound tourism 
provides the next leg for the growth tailwinds from full economic opening. 
Fourth, investment outlook is positive amid a technology-driven surge in 
approved investment/FDI since 2021 e.g. capex in electronics industry and 
data centres; automation and digitalisation; 5G infrastructure rollout. 

Several lookouts and wildcards are on our radar. Inflation and interest rates 
will remain the key macro variables to watch. China's growth outlook (2023E: 
4.0%; 2022E: 3.3%) will be dependent on its zero COVID-19 policy exit 
conundrum and the management of its real estate doldrum. Early and faster 
re-opening of China will be positive for global and Malaysia’s economic 
conditions in terms of trade, investment and tourism flows. Domestically, 
post-GE15, eyes will be on the re-tabling of Budget 2023 in early-2023 as well 
as the new government's policies, including the medium-term fiscal stance. 

Re Malaysian equities, while fading reopening tailwinds and interest rate 
hikes will weigh on growth in 2023, market earnings expansion ex-Gloves is 
nonetheless forecast to strengthen to +17.3% YoY (2022E: +13.4%) as Cukai 
Makmur expires, bank sector profitability continues to improve and on 
accelerating recoveries at laggard sectors like casino-gaming and 
transport/aviation. Political risk premium is moderating following Nov’s 
general elections (GE15) having ultimately yielded a PH-led ruling coalition 
with a solid majority in Parliament, boding well for improved governance and 
expedited policymaking. A fast-tracked reopening by China will boost trade, 
tourism and commodities demand/prices. Growth/earnings-disruptive policy 
changes relating to subsidies and taxes are now unlikely to surface in 2023 as 
the government focuses on cost-of-living issues, with interim fiscal gap likely 
to be bridged by a combination of cost cuts, curbing of fiscal leakages and 
PETRONAS. Re thematics, with a new reformist-leaning government taking 
the helm, GLC Reform could be back on the table, potentially sparking 
secular economic and market impetus; interest rates and inflation headwinds 
are diminished but remain topical, as does dividend yield. Investors also need 
to pay attention to Sustainability/ESG, as detailed in MY ESG Compendium 
2022 (“Shifting into higher gear”, dated Nov 29) as well as market impacts 
from robust FDI inflows, underpinned by supply chain relocation. 

Taking into consideration adjustments post-3Q22 reporting, 2024E earnings 
to decelerate to a more normalized mid-single digit pace and moderation in 
political risk premium post-GE15, we apply a higher 14x forward PER (-1SD 
vs. mean; 13x previously) for an end-2023 KLCI target of 1,660 (+12% upside). 
Re sector positioning (Fig 121) and top picks, we are overweight Financials 
(HLBK, RHB, ABMB, Allianz), Semicon/Software (Inari, ViTrox, Frontken, 
Greatech, CTOS), EMS (ATech, VSI), Auto (Bermaz) and O&G (Yinson, Dialog, 
Hibiscus), as well as Renewables and Healthcare. Selective on Telcos 
(Telekom, Axiata), Plantations (KLK), REITs (Axis), Consumer (Mr.DIY, 
BFood, FFB, AEON), Construction (Gamuda), Utilities (MFCB) and Aviation 
(MAHB). We remain SELLers of Gloves (Top Glove, Hartalega, Kossan). Top 
BUYs (Fig 122) and Top SELLs (Fig 123) are detailed on pages 87-88, 
recommended ESG stock picks are per Fig 108, while conviction-dividend 
picks (4-14% cash yield) are in Fig 97. Sector updates are on pages 93-146. 
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Malaysia Macro 2023 

“Withdrawal Syndrome” after 
“Sugar Rush” 

 

 

 

 

Emerging signs of growth slowdown 
High frequency indicators like manufacturing PMI and external trade 
volumes – plus the on-going global economic downturn – are pointing to 
slower real GDP growth in 4Q2022–2023 after the 9.3% expansion in 9M2022 
that was primarily driven by the impact of full economic opening. We 
expect growth to decelerate to 4.0% in 2023 (2022E: 8.0%) 

Mitigations to downsides on growth – Crossing the 
T’s  
 TERMINAL OPR at “neutral” not “restrictive’’. After four successive 

rounds of 25bps hikes from the record low of 1.75% to 2.75% between 
May 2022 and Nov 2022, we expect BNM to raise the OPR by another 
25bps at the 18-19 Jan 2023 MPC meeting. This will restore OPR to pre-
COVID-19 level of 3.00% which we expect to remain for the rest of 2023 
and reflects the shift in monetary policy stance from “accommodative” 
to “neutral” rather than “restrictive” as BNM seeks to strike a balance 
between addressing inflation and supporting growth. Recent 
improvement in MYR vs USD also eases the pressure on BNM’s interest 
rate policy, and our FX Research Team sees MYR strengthening vs USD 
to 4.05 by end-2023 (end-2022E: 4.45). 

 Drawdown of excess THRIFT. The buildup in excess savings since 2020 
amid lockdowns and economic stimulus measures such as cash 
handouts, financial aids and pre-retirement EPF withdrawal schemes 
have turned into drawdowns of excess savings since May 2022, 
providing buffer and support for consumer spending growth.  

 TOURISM recovery will sustain the re-opening tailwinds in 2023 after 
the full re-opening from 1 Apr 2022 that boosted growth via 
normalization of daily commute and pent-up domestic travelling. 

 TECHNOLOGY-driven investment. Investment growth outlook remains 
favourable as investment approvals – including and especially FDI – hit 
record highs in 2021 and remained robust in 1H2022, and importantly 
translates into rising actual/realised investment/FDI. Further, we 
noted that the FDI revival is “tech-related” as E&E and 
Telecommunications (namely Data Centres) accounted for nearly 
three-quarters of 2021–1H2022 approved FDI. The technology-driven 
investment growth is also bolstered by capex for 5G infrastructure 
rollout as well as for automation and digitalization. 

Wildcards – A couple of things post-GE15 
Keeping an eye on inflation outlook… We recently trimmed 2023 inflation 
rate forecast to 3.0% from 4.0%, pending clarity on the new Government’s 
policy on subsidy and the re-tabling of Budget 2023 in early-2023. To note, 
Budget 2023 - tabled on 7 Oct 2022 before the Parliament was dissolved 
on 10 Oct 2022 to make way for the 15th general election (GE15) on 19 
Nov 2022 - hinted at fuel subsidy rationalization as the allocation for 
“Subsidy and Social Assistances” is proposed to be reduced by 28.7% to 
MYR42.0b from MYR58.9b in 2022. 
 
… and medium-term fiscal policy. We take note of the “populist” GE15 
manifestos of Pakatan Harapan (PH) and Barisan Nasional (BN) that form 
the core of the new coalition Government. But there are no details and 
explanations on how to finance the proposed and promised measures i.e. 
higher taxes, expenditure tradeoffs, and/or more debts? To recap, the 
medium term fiscal target is to reduce budget deficit to GDP ratio to 3.5% 
by 2025 (2022E: 5.8%; Budget 2023: 5.5%). 
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1. Emerging signs of growth slowdown 

1.1 GDP growth run in 4Q 2021 – 3Q 2022 ended, slowing 

in 4Q 2022 - 2023 
 

Growth-wise, the Malaysian economy had a good run up since 4Q 2021 when real 

GDP rebounded 3.6% YoY from the -4.5% YoY contraction in 3Q 2021 that was due 

to another round of lockdown following the outbreak of the COVID-19’s Delta 

variant. Growth continued to accelerate in 9M2022 as quarterly GDP surged to 

14.2% YoY in 3Q 2022 – partly on low base effect from 3Q 2021 contraction - from 

5.0% YoY in 1Q 2022 and 8.9% YoY in 2Q 2022, reflecting the unwinding of 

movement restrictions and containment measures amid progress in vaccinations 

that culminated into full economic re-opening from 1 Apr 2022. 

 

However, we are seeing signs of slowing growth emerging, taking cue from the 

downtrends in Malaysia’s manufacturing purchasing managers index (PMI) and our 

monthly GDP tracker which signal reversal in growth momentum (Fig 1). To note, 

the correlation coefficient between monthly real GDP growth and monthly 

manufacturing PMI is high at +0.86. 

 

 
Fig 1: GDP vs Manufacturing PMI (Monthly, % YoY) 

 

Source: Department of Statistics, CEIC, Maybank IBG Research 

 

 

In addition, Malaysia’s external trade growth – notably external trade volume - is 

beginning to drift lower as the effect of slowing global economic growth (refer to 

the chapter Global Economics Outlook: A “Multi-Verse” World of our Year Ahead 

2023 report) starting to kick in (Fig 2-3). 

 

In particular, exports volume fell -1.0% YoY in Oct 2022 – the first decline since 

the -8.3% YoY drop in July 2021 (i.e. when economy went into another round of 

lockdown as mentioned earlier), pointing to weakening external demand.  

 

However, import volume remained resilient, albeit posting the second consecutive 

month of slower double-digit growth of 17.2% YoY in Oct 2022, down from 20.4% 

YoY in Sep 2022 and the record high of 52.5% YoY in Aug 2022, indicating continued 

expansion in domestic demand. 

 

 

 

 

 

https://mkefactsettd.maybank-ke.com/PDFS/293279.pdf
https://mkefactsettd.maybank-ke.com/PDFS/293279.pdf
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Fig 2: Exports Value, Volume and Price  Fig 3: Imports Value, Volume and Price 

 

 

 

Source: Department of Statistics  Source: Department of Statistics 

 

 

At the same time, sign of slowing consumer spending growth is also emerging (Fig 

4). The weighted average of retail and motor vehicle trade index (i.e. sales volume) 

- that we use as proxy for the real private consumption expenditure component of 

GDP (60% of GDP) – posted slowing double-digit growth pace i.e. 17.9% YoY in Oct 

2022 vs 30.2% YoY in Sep 2022 and the high of 61.6% YoY in June 2022.  

 

 
Fig 4: Weighted Average of Retail and Motor Vehicle Trade Index vs Real 

Private Consumption Expenditure (% YoY) 

 

Source: Department of Statistics, CEIC, Maybank IBG Research 

 

 

1.2 Maintain 2023 growth forecast of 4.0% after 8.0% 

surge in 2022 
 

With 9M2022 real GDP growth of 9.3% YoY, we expect full-year 2022 growth to 

come in at 8.0%, which arithmetically implies slower growth in 4Q2022, in line with 

the above-mentioned signals. 
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Fig 5: Malaysia: Real GDP (% chg) 

  ACTUAL MAYBANK IBG OFFICIAL 

  
2020 2021 1Q 

2022 
2Q 

2022 
3Q 

2022 
9M 

2022 
2022E 2023E 2022E Budget 

2023E 

Real GDP (5.5) 3.1  5.0  8.9  14.2  9.3  8.0  4.0  6.5-7.0 4.0-5.0 

                      

Services (5.4) 1.9  6.5  12.0  16.7  11.7  9.5  5.0  8.2  5.0  

Manufacturing (2.7) 9.5  6.6  9.2  13.2  9.7  9.1  4.0  6.3  3.9  

Agriculture (2.4) (0.2) 0.1  (2.4) 1.2  (0.3) 0.5  1.5  0.1  2.3  

Mining (9.7) 0.3  (1.1) (0.5) 9.2  2.3  2.0  1.5  2.1  1.1  

Construction (19.3) (5.2) (6.2) 2.4  15.3  3.3  5.0  4.5  2.3  4.7  

                      

Domestic Demand (5.5) 1.7  4.4  13.0  13.1  10.1  9.8  5.6  6.3  5.1  

Private Consumption (4.2) 1.9  5.5  18.3  15.1  12.7  11.4  6.1  8.7  6.3  

Public Consumption 5.0  5.3  6.7  2.6  4.5  4.6  8.6  4.3  1.0  2.0  

Gross Fixed Capital Formation (14.4) (0.9) 0.1  5.8  13.1  6.1  6.0  5.1  2.8  3.3  

   Private Investment (11.9) 2.6  0.4  6.3  13.2  9.0  5.5  5.0  3.0  3.7  

   Public Investment (21.2) (11.3) (0.9) 3.2  13.1  7.4  7.5  5.5  2.2  2.1  

Net External Demand (13.7) (4.1) (26.5) (28.7) 18.7  (12.8) (17.0) 0.7  10.0  3.2  

Exports of Goods & Services (8.6) 15.4  8.0  10.4  23.9  14.0  13.4  2.2  8.8  1.6  

Imports of Goods & Services (7.9) 17.7  11.1  14.0  24.4  16.4  16.3  2.3  8.7  1.4  

Inventory (chg in MYRb) (4.8) 18.4  5.7  11.8  3.9  21.5  18.5  (2.0) 19.7  9.5  

Sources: Dept. of Statistics, Ministry of Finance (Budget 2023, 7 Oct 2022), Maybank IBG Research 

 

 

Such momentum continues in 2023 as we expect full-year growth to moderate to 

4.0% (Fig 5), mainly reflecting moderation in domestic demand, particularly on the 

back of:  

 

 Slower growth in private consumption as pent-up spending following the full 

economic re-opening dissipates, compounded by the effects of high inflation 

and high interest rates on cost of living and real/disposable income; and   

 

 Moderation in public consumption growth in line with the lower Government 

operating expenditure allocation in Budget 2023 (i.e. -4.3% to MYR272.3b vs 

2022 estimate of 23.0% jump to MYR284.7b).  

 

In addition, the on-going and outlook of global economic downturn (Fig 6-8) results 

in growth of exports and imports of goods and services slumping in 2023 (refer to 

the chapter Global Economics Outlook: A “Multi-Verse” World of our Year Ahead 

2023 report), plus the growth-deductive impact of inventory correction in 2023 

after the growth-accretive effect of inventory buildups in 2021-2022.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://mkefactsettd.maybank-ke.com/PDFS/293279.pdf
https://mkefactsettd.maybank-ke.com/PDFS/293279.pdf
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Fig 6: Global Composite PMI vs Global Quarterly Real GDP 

 

Note: Dotted blue line refers to “No-COVID” trend growth for 2018-2022 quarterly global GDP i.e. 
average of 1Q 2018 -3Q 2022 excluding 1Q 2020 - 2Q 2021 

Source: CEIC, Maybank IBG Research 

 

Fig 7: Global Composite (Manufacturing & Services) PMI Dashboard 

  Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 

 Global  51.1 53.5 52.7 51.2 51.3 53.5 50.8 49.3 49.6 49.0 48.0 

 US  51.1 55.9 57.7 56.0 53.6 52.3 47.7 44.6 49.5 48.2 46.3 

 China  50.1 50.1 43.9 37.2 42.2 55.3 54.0 53.0 48.5 48.3 47.0 

 Japan  49.9 45.8 50.3 51.1 52.3 53.0 50.2 49.4 51.0 51.8 48.9 

 Eurozone  52.3 55.5 54.9 55.8 54.8 52.0 49.9 48.9 48.1 47.3 47.8 

 UK  54.2 59.9 60.9 58.2 53.1 53.7 52.1 49.6 49.1 48.2 48.2 

 Australia  46.7 56.6 55.1 55.9 52.9 52.6 51.1 50.2 50.9 49.8 48.0 

 Russia  50.3 50.8 37.7 44.4 48.2 50.4 52.2 50.4 51.5 45.8 50.0 

 Brazil  50.9 53.5 56.6 58.5 58.0 59.4 55.3 53.2 51.9 53.4 49.8 

 India  53.0 53.5 54.3 57.6 58.3 58.2 56.6 58.2 55.1 55.5 56.7 

 Hong Kong  48.9 42.9 42.0 51.7 54.9 52.4 52.3 51.2 48.0 49.3 48.7 

 Singapore  54.4 52.5 52.9 56.7 59.4 57.5 58.0 56.0 57.5 57.7 56.2 

 ASEAN (Manufacturing)  52.7 52.5 51.7 52.8 52.3 52.0 52.2 52.3 53.5 51.6 50.7 

Source: Bloomberg, CEIC  

 

 

Fig 8: Global Real GDP 

% chg 2020 2021 2022 

YTD 

2022E 2023E 2024E 

WORLD (3.0) 6.0  -- 2.9  1.7  2.8  

US (3.4) 5.7  2.4  1.7  0.3  1.4  

Eurozone (6.1) 5.2  4.0  3.0  0.0  1.7  

Japan (4.6) 1.7  1.2  1.6  1.4  1.2  

UK (9.3) 7.4  5.9  3.9  (1.0) 0.8  

China 2.2  8.1  3.0  3.3  4.0  4.7  

ASEAN-6 (3.7) 3.9  5.9  5.6  4.3  4.8  

Singapore (4.1) 7.6  3.8  3.5  1.5  2.2  

Indonesia (2.1) 3.7  5.4  5.3  5.0  5.2  

Thailand (6.2) 1.5  3.1  3.2  3.2  3.6  

Malaysia (5.5) 3.1  9.3  8.0  4.0  4.8  

Philippines (9.5) 5.7  7.7  7.3  5.5  6.2  

Vietnam 2.9  2.6  8.9  8.0  6.0  6.5  

Source: Bloomberg & CEIC (2022YTD); Maybank IBG Research (World and ASEAN-6 for 2022-
2024); IMF and Consensus (2022-2024 for others) 
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2. Mitigation to downsides on growth – Crossing 

the T’s 

2.1 TERMINAL OPR at “neutral” rather than “restrictive” 

level 

After four successive rounds of 25bps hikes from the record low of 1.75% to 2.75% 

between May 2022 and Nov 2022, we expect Bank Negara Malaysia (BNM) to raise 

the Overnight Policy Rate (OPR) by another 25bps at the 18-19 Jan 2023 MPC 

meeting. This will restore OPR to its immediate pre-COVID-19 level of 3.00% which 

we expect to remain for the rest of 2023. The “gradual and measured” OPR hikes 

– as per BNM’s words for it – reflect the shift in monetary policy stance from 

“accommodative” to “neutral” rather than to “restrictive” like the outlook for the 

major central banks’ interest rates. This is as BNM seeks to strike a balance 

between addressing inflation and supporting growth. Furthermore, current trends 

of inflation rate and inflation drivers like wages and salaries are consistent with at 

least 3.00% OPR, in relation to their past levels (Fig 9-10).  

 

 
Fig 9: OPR vs Inflation Rate  Fig 10: OPR vs Wages and Salaries  

 

 

 

Source: BNM, Department of Statistics  Source: BNM, Department of Statistics 

 

 

At the same time, the recent improvement in MYR vs USD movement eases the 

pressure on BNM’s interest rate policy vis-à-vis that of the US Fed (Fig 11). Our FX 

Research Team sees MYR strengthening vs USD to 4.05 by end-2023 (end-2022E: 

4.45). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

December 14, 2022 10 

 

Malaysia 2023 Outlook and Lookouts  

Fig 11: MYR per USD vs OPR, OPR-Fed Funds Rate Differential 

 

Source: Bloomberg, BNM, CEIC 

 

 

2.2 Drawdown of excess THRIFT 

We also expect mitigation to growth downside risk to come from the drawdown of 

excess savings – based on individual savings and demand deposits in the banking 

system (Fig 12) - that were build up since 2020 due to lockdowns and economic 

stimulus measures such as cash handouts, financial aids and the four rounds of pre-

retirement EPF withdrawal schemes (i-Sinar, i-Lestari, i-Citra and Special 

Withdrawal). The rise in excess savings between Jan 2020 and Apr 2022 has 

reversed into drawdowns of excess savings since May 2022. This provides buffer 

and support to consumer spending amid the impact of high inflation, OPR uplift 

and rising cost of living on real disposable income. 

 

 
Fig 12: Individuals Savings and Demand Deposits in Banking System (MYRb) 

 

Note: Red dotted red line refers to Maybank IBG's estimated "No COVID-19" trend in individuals’ savings 
& demand deposits. The gap between the two represents “excess savings” 

Source: BNM, Maybank IBG Research 
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2.3 TOURISM recovery to extend re-opening tailwinds 
 

The economy benefited from the full economic re-opening in 2022 as per the 

above-mentioned surge in quarterly real GDP growth in 9M2022, among others 

propelled by the normalization in daily commutes and pent-up domestic tourism 

and travel (Fig 13-14). We expect the re-opening tailwinds in 2023 to be sustained 

and driven by the strengthening recovery momentum in international/inbound 

tourism (Fig 15-16), and the positive spillover to the broader economy, especially 

given the prospect of rebound in the industry’s shares of GDP, jobs and exports 

towards the levels back in 2019 after the slumps in 2020-2021 (Fig 17). An earlier 

and faster than expected China’s economic re-opening will be an added boost to 

tourism recovery outlook (refer to the chapter ASEAN Economic Outlook – A 

Defensive Harbour of our Year Ahead 2023 report). 

 

 
Fig 13: Automotive Fuel Sales Volume (Index, % YoY)  Fig 14: Domestic Air Passenger Traffic and Numbers of 

Flights (Monthly) 

 

 

 

Source: Department of Statistics  Source: CEIC 

 

 
Fig 15: International / Inbound Tourist Arrivals vs 
International Air Passenger Traffic (Monthly) 

 Fig 16: International / Inbound Tourist Arrivals 
(Annual/Year-to-Date, ‘000) 

 

 

 

Source: CEIC, Ministry of Finance (Economic Outlook 2022/2023), Ministry of 
Tourism, Arts & Culture 

 Source: CEIC, Ministry of Finance (Economic Outlook 2022/2023), Ministry of 
Tourism, Arts & Culture 

 

 

 

 

 

 

https://mkefactsettd.maybank-ke.com/PDFS/293279.pdf
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Fig 17: Tourism & Travel Industry Share of GDP, Jobs and Exports (%) 

 

Source: World Tourism & Travel Council (WTTC) 

 

 

2.4 TECHNOLOGY-driven investment growth 

After the all-time high total approved private sector investments of MYR309b in 

2021, the figure remained robust in 1H 2022 at MYR123b (Fig 18) signaling sustained 

positive outlook for actual/realized private investment growth. The main driver is 

approved FDI given the record amount of MYR209b in 2021 and MYR87b in 1H 2022 

that surpassed the pre-2021 annual figures (Fig 19), paving the way for another 

bumper year in approved FDI. Importantly, the approved FDI trend translated into 

the rise in 2021-9M2022 actual/realized FDI (Fig 20). 

 

Furthermore, the approved FDI in 2021-1H2022 is underpinned by the technology-

related sectors (Fig 21) i.e. approved FDI projects in Electronics & Electrical (E&E, 

which accounted for MYR164.6b or 55.6% of approved FDI in 2021 - 1H 2022) and 

Telecommunications (1H 2022: MYR46.1b vs 2020-2021: MYR1.55b p.a.; MYR47.9b 

or 16.2% of approved FDI in 2021 - 1H 2022). This is on the back of some “mega” 

capex by global electronics players (e.g. MYR30b by Intel; MYR8.35b by Infineon) 

and FDI surge in data centres (e.g. China’s Bridge Data Centres, ByteDance and 

GDS; US’ Microsoft, Japan’s NTT and Taiwan’s Wiwynn). The technology-driven 

investment growth is also bolstered by domestic public and private sector capex 

for 5G infrastructure rollout as well as for automation and digitalisation. 

 

 
Fig 18: Approved Private Sector Investment – Total (MYRb)  Fig 19: Approved Private Sector Investment – FDI (MYRb) 

 

 

 

Source: Malaysian Investment Development Authority (MIDA)  Source: Malaysian Investment Development Authority (MIDA) 
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Fig 20: Net FDI (MYRb)  Fig 21: E&E and Telecommunications (Data Centres) 
Accounted for 72% of 2021-1H2022 Approved FDI (MYRb) 

 

 

 

Source: Department of Statistics  Source: Malaysian Investment Development Authority (MIDA) 

 

 

3. Wildcards – A couple of things post-GE15 

3.1 Inflation outlook 
 

While we maintained 2022 inflation rate projection at 3.3% (10M2022: 3.3%), we 

revised downward 2023 inflation forecast to 3.0% from 4.0% previously (re: 

Malaysia CPI, Oct 2022: Slowing headline – but rising core – inflation, 27 Nov 2022), 

pending clarity on the new government’s policy on subsidy and the re-tabling of 

Budget 2023 in early-2023. To note, Budget 2023 - which was tabled on 7 Oct 2022 

before the Parliament was dissolved on 10 Oct 2022 to make way for the 15th 

general election (GE15) on 19 Nov 2022 - hinted at fuel subsidy rationalization via 

targeted mechanism versus current blanket system. This is as the allocation for 

“Subsidy and Social Assistances” is proposed to be reduced by 28.7% to MYR42.0b 

from MYR58.9b in 2022. In addition, the subsidy for electricity bills as part to the 

economic stimulus package comes from the MYR110b COVID-19 Fund which is 

running out as the amount left for use in 2023 is just MYR5b after the MYR104.5b 

utilised in 2020-2022. Our previous 2023 inflation forecast factored in the 

assumption of some gradual adjustments in fuel prices and electricity tariffs on 

subsidy reviews. 

 

3.2 Medium-term fiscal policy stance 
 

We take note of the “populist” GE15 manifestos of Pakatan Harapan (PH) and 

Barisan Nasional (BN) that represents the core of the new coalition Government. 

These include measures to address the cost of living, welfare and social security/ 

protection issues; pledges of education sector “goodies”; promises of better deals 

for rural areas and less-developed states, especially Sabah and Sarawak; raising 

budget allocation for healthcare to 5% of GDP over the medium term from 1.8% in 

Budget 2023; as well as plethora of tax cuts and reliefs. But there are no details 

and explanations on how to finance these measures i.e. whether they will involve: 

 

 Tax measures like raising existing taxes (e.g. broadening the scope of the 

existing Windfall Profit Levy Act beyond the plantation sector to include high-

profit sectors like banking?), introduce new taxes (e.g. tax on wealth like 

capital gains tax; Budget 2023 mentioned about implementing carbon tax), or 

re-introduce Goods & Services Tax (GST – which the Prime Minister Anwar 

Ibrahim-led coalition Pakatan Harapan (PH) abolished when they formed the 

Government after GE14 in 2018)…? 

https://mkefactsettd.maybank-ke.com/PDFS/291688.pdf
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 Trade off in expenditure e.g. cut or save spending in some areas (e.g. subsidies; 

civil service size…?) in exchange for higher spending elsewhere; whether it is 

sufficient to focus on addressing leakages, wastages and mismanagement in 

Government spending by enhancing governance via open tenders as well as 

enacting Fiscal Responsibility Act and Government Procurement Act…? 

 

 Or will there be higher borrowings at the time when the Government domestic 

debt is not far off the statutory limit of 65% of GDP i.e. 60.6% of GDP as at end-

Nov 2022 (Fig 22)…? 

 

So the Government’s medium-term fiscal policy will be key to watch (Fig 23). To 

recap, the current medium term fiscal target is to reduce budget deficit to 3.5% 

of GDP by 2025 (2022E: 5.8% of GDP, Budget 2023: 5.5% of GDP).  

 

 
Fig 22: Government Domestic Debt vs Ceiling (% of GDP)  Fig 23: Budget Deficit to GDP (%) 

 

 

 

Source: CEIC, BNM (FAST)  Source: BNM, Ministry of Finance (Fiscal Outlook 2023), 12th Malaysia Plan 

 

 

Fig 24: Malaysia – Key Macroeconomic Indicators 

  2019 2020 2021 2022E 2023E 2024E 

Real GDP (%) 4.4 (5.5) 3.1 8.0 4.0 4.8 

Private Consumption (%) 7.7 (4.2) 1.9 11.4 6.1 6.4 

Government Consumption (%) 1.8 5.0 5.3 8.6 4.3 6.2 

Gross Fixed Capital Formation (%) (2.1) (14.4) (0.9) 6.0 5.1 6.7 

Exports of Goods & Services (%) (1.0) (8.6) 15.4 13.4 2.2 3.5 

Imports of Goods & Services (%) (2.4) (7.9) 17.7 16.3 2.3 3.8 

Current Account Balance (% of GDP) 2.3 4.2 3.8 2.0 2.5 2.3 

Fiscal Balance (% of GDP) (3.7) (6.2) (6.4) (5.8) (5.5) (4.5) 

Inflation Rate (%, period average) 1.0 (1.2) 2.5 3.3 3.0 2.5 

Unemployment Rate (%, period average) 3.3 4.5 4.6 3.8 3.5 3.3 

Exchange Rate (per USD, end-period) 4.09 4.02 4.17 4.45 4.05 3.95 

Benchmark Interest Rate (% p.a., end-period) 3.00 1.75 1.75 2.75 3.00 3.00 
 

Source: CEIC, Maybank IBG Research forecasts 
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Malaysia Equities 2023 

A New Hope 
 

 

 

 

Macro, earnings strength + political refresh = optimism 
Where 2022 was roundly challenging in terms of macro, corporate earnings 
and politics, the new year promises a broad-based improvement in these 
key market drivers. GDP growth is forecast to decelerate but to a still-
robust +4% (2022E: +8%), with the worst of the “higher inflation - higher 
interest rates” dynamic now past. KLCI earnings growth is conversely set to 
accelerate to the mid-to-high teens as the market moves beyond 2022’s 
twin drags of the one-off Cukai Makmur (CM) tax and Gloves sector earnings 
collapse. Further, the general elections (GE15) ultimately yielded a ruling 
coalition with a solid majority in Parliament, led by a progressive Prime 
Minister Anwar Ibrahim, boding well for improved governance and 
expedited policymaking. Crucially, strong GDP growth and rejuvenated 
national oil company (NOC) PETRONAS are providing the new government 
the fiscal breathing room required to build the consensus necessary to 
tackle disruptive issues such as subsidy rollbacks and higher taxes. In sum, 
we see market risk premium declining in 2023, and introduce our end-2023 
KLCI target of 1,660 (+12% upside). We retain a balanced positioning, via a 
mix of value and growth stocks, and continuing yield focus. Top BUYs (Fig 
122) and Top SELLs (Fig 123) are on pages 87-88, recommended ESG stock 
picks are per Fig 108, while conviction-dividend picks (4-14% cash yield) are 
in Fig 97. Sector updates are on pages 93-146. 

2022 recap: reopening, interest rates and elections  
Economic reopening since 1Q22 has powered GDP recovery for Malaysia and 
broader ASEAN, with additional impetus coming from strong trade growth 
(Fig 33), still-supportive monetary policy and, for Malaysia and Indonesia, 
high commodity prices. While interest rates across the region have been 
rising, hikes have been far more measured than the Fed’s aggressive 
tightening (Fig 38), reflective of cost-push inflation, the dampening effect 
of fiscal subsidies on energy and food price pressures, and willingness to 
trade capital outflow/currency weakness risk for economic growth. Market 
earnings rebound has been strong despite CM drag (Fig 54), with 2022 ex-
Gloves growth forecast at +13.4%. As importantly, the political risk premium 
long dogging the market looks to be at a positive inflection point following 
formation of a ruling coalition anchored by PM Anwar’s reformist Pakatan 
Harapan (PH), which won a plurality of seats in Parliament in GE15 (Fig 63). 

2023 outlook: positioned for outperformance  
While fading reopening tailwinds and interest rate hikes will weigh on 
growth in 2023, market earnings expansion ex-Gloves is nonetheless 
forecast to strengthen to +17.3% as CM expires, bank sector profitability 
continuing to improve (Fig 75) and on accelerating recovery at laggard 
sectors like casino-gaming and transport/aviation (Fig 58). Accelerated 
reopening by China will boost trade, tourism and commodities 
demand/prices. Growth/earnings-negative policy changes relating to 
subsidies and taxes are now unlikely to surface in 2023 as the government 
focuses on cost-of-living issues, with interim fiscal gap to be bridged via 
curbing of fiscal leakages and PETRONAS (Fig 67). Re thematics, GLC Reform 
(Figs 87-90) could be back on the table, potentially sparking secular 
economic and market impetus; interest rates and inflation headwinds are 
diminished but remain topical (pgs.55-56), as does dividend yield (pgs.57-
59). Investors will also need to pay more attention to Sustainability/ESG 
(Figs 99-109), as detailed in our recent MY ESG Compendium 2022 (“Shifting 
into higher gear”, dated Nov 29) as well as market impacts from robust FDI 
inflows, underpinned by supply chain relocation (Figs 111-113) 

Balanced positioning, with ESG and yield overlays  
With adjustments post-3Q22 reporting, 2024E earnings to decelerate to 
normalized mid-single digit pace and moderation in political risk premium 
post-GE15, we apply a higher 14x fwd. PER (-1SD vs. mean; 13x previously) 
for an end-2023 KLCI target of 1,660 (+12% vs. current KLCI level). Re sector 
positioning (Fig 121) and top picks, we are overweight Financials (HLBK, 
RHB, ABMB, Allianz), Semicon/Software (Inari, ViTrox, Frontken, 
Greatech, CTOS), EMS (ATech, VSI), Auto (Bermaz), O&G (Yinson, Dialog, 
Hibiscus) as well as Renewables and Healthcare. Selective on Telcos 
(Telekom, Axiata), Plantations (KLK), REITs (Axis), Consumer (Mr.DIY, 
BFood, FFB, AEON), Construction (Gamuda), Utilities (MFCB) and Aviation 
(MAHB). We remain SELLers of Gloves (Top Glove, Hartalega, Kossan). 
 

 Analysts 

 

 
KLCI vs. MSCI Asia EM Index 

 
Current KLCI: 1,477 (9 Dec 2022)  
YE KLCI target: 2023E 1,660 (14x forward PER) 

 
Malaysia equities growth & valuation 
  2021A 2022E 2023E 

KLCI @ 1,477 PE (x) 14.5 15.2 13.2 
Earnings Growth (%) 37.3% (5.0%) 15.1% 

Research Universe PE (x) 15.4 15.7 13.5 
Earnings Growth (%) 35.6% (1.7%) 16.0% 

Source: MIBG Research, Factset (as of 09 Dec) 
 

Top BUY picks  
 BB Ticker Price TP Upside (%) 
Large Caps     
HL Bank HLBK MK 20.62 24.10 16.9% 
Axiata AXIATA MK 3.09 4.20 35.8% 
RHB RHBBANK MK 5.61 7.10 26.6% 
KL Kepong KLK MK 20.80 23.90 14.9% 
Telekom T MK 5.42 7.80 43.9% 
Mr. DIY MRDIY MK 2.07 2.50 20.8% 
Dialog DLG MK 2.31 4.90 112.1% 
Msia Airports MAHB MK 6.35 7.37 16.0% 
Gamuda GAM MK 3.93 4.40 12.0% 
Inari INRI MK 2.69 3.62 34.6% 
ViTrox VITRO MK 7.94 8.80 10.8% 
Yinson YNS MK 2.45 4.05 65.3% 
Greatec GREATEC MK 5.09 5.30 4.1% 
Alliance Bank ABMB MK 3.77 4.50 19.4% 
Frontken FRCB MK 3.25 3.55 9.2% 
V.S. Industry VSI MK 0.93 1.15 24.3% 
Leong Hup LHIB MK 0.54 0.90 68.2% 
Mid-small Caps   
CTOS CTOS MK 1.38 1.94 40.6% 

Mega First MFCB MK 3.36 4.30 27.9% 

Axis REIT AXRB MK 1.82 2.12 16.5% 

Farm Fresh  FFB MK 1.59 1.75 10.1% 

Bermaz  BAUTO MK 2.20 2.90 31.8% 

Allianz ALLZ MK 13.68 16.75 22.4% 

Hibiscus HIBI MK 1.05 1.90 81.0% 

AEON AEON MK 1.38 2.35 70.3% 

Berjaya Food BFD MK 1.01 1.50 48.5% 

Aurelius ATECH MK 1.91 2.07 8.4% 

Cypark CYP MK 0.41 1.01 149.4% 
  

Source: Maybank IBG Research, Factset (as of 09 Dec) 
 

Anand Pathmakanthan
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2022 recap: reopening, interest rates and elections 

The KLCI, as shown in Fig 25, was not immune to the many geopolitical and 

economic headwinds that pummeled global equity markets over the course of 2022. 

While domestic factors were also an overhang, principally a stretched fiscal 

situation and rising political uncertainty ahead of the 15th General Elections (GE15) 

that were held in Nov 2022, it was mostly external factors, principally the inflation, 

interest rate and recession concerns that have followed in the wake of Russia’s 

invasion of Ukraine on Feb 24, 2022, that resulted in the KLCI hitting multi-year 

lows during the 2H of the year – we had articulated on this bearish 2H22 outlook 

in our Malaysia 2H22 Market Outlook report ‘Storm Warning’, dated July 4. 

Nonetheless, the KLCI was able to stage a recovery near the close of the year as 

sentiment improved post-GE15 and following easing concerns relating to the future 

pace and size of interest rate hikes by the US Federal Reserve (Fed), with the mid-

Dec 2022 level of c.1,480 (-6% vs. end-2021 KLCI close of 1,568) not very far from 

our end-2022 KLCI target of 1,500 (per ‘Storm Warning’ report).  

 

Fig 25: FBMKLCI’s 12M Journey, Major Events 

 

Note: KLCI at 1,568 (31 Dec 2021), 1,627 (31 Dec 2020), 1,531 (31 Dec 2019), 1,691 (31 Dec 2018), 1,797 (29 Dec 2017), 1,642 (30 Dec 2016) 

Source: Bloomberg, Maybank IBG Research (compilation) 

 

Despite the absolute decline in the KLCI over 2022, the latter nonetheless 

remained a relative outperformer (as does larger ASEAN) vs. developed markets 

and North Asian counterpart (see Fig 43). This has been largely due to reopening 

tailwinds, enabled by high vaccination rates (Fig 26), that are driving GDP and 

corporate earnings recovery, as domestic and regional mobility recover to pre-

pandemic levels (Fig 27). Reopening has boosted employment, especially for 

consumer-related services such as retail and F&B, with overall dynamic being 

strengthened by a revival in tourism as border restrictions have been steadily eased 

such that intra-ASEAN travel is now seamless per pre-pandemic. The next 

anticipated leg-up for the region’s tourism sector would be from China’s reopening. 

To recap, Chinese tourists accounted for 22% of foreign arrivals to ASEAN pre-

pandemic, and tourism sector receipts from China was equivalent to 1% of 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2ac96667d7fbbc6cf9dc2962695ad962efbe57f49D1IBC-hLCntLMUnpvsNFyHHsbqWJokv2tmZy9KdIdHyPJcvoxUddjbg6iA7uBiH1tjOh_mCr50RSYBTmIldWnv43MQD3qnuxa7se8mfz6OfKEbZ_MpoIXbFXOQ7WnF06XMqO2-9ejkJMcciz0iCLainbNvD-3TdSy2xspnPIxeiyYFQrOiMNh35PoxtqVDOWX_U66gYjK8C2cJwYWwu84A%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2ac96667d7fbbc6cf9dc2962695ad962efbe57f49D1IBC-hLCntLMUnpvsNFyHHsbqWJokv2tmZy9KdIdHyPJcvoxUddjbg6iA7uBiH1tjOh_mCr50RSYBTmIldWnv43MQD3qnuxa7se8mfz6OfKEbZ_MpoIXbFXOQ7WnF06XMqO2-9ejkJMcciz0iCLainbNvD-3TdSy2xspnPIxeiyYFQrOiMNh35PoxtqVDOWX_U66gYjK8C2cJwYWwu84A%2C%2C
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Malaysia’s GDP in 2019, which is the third largest reliance after Thailand (3.1%) 

and Vietnam (1.4%). For Malaysia in particular, tourism share of GDP was 4% in 

2021, compared to the 2019 level of 11.7% - hence, significant upside if pre-

pandemic volumes return. For more details on how China’s reopening could further 

strengthen ASEAN’s growth and prospects in 2023, please refer to macro report 

“2023 Year Ahead: A Defensive Harbour” report, dated Dec 4). 

 

Fig 26: ASEAN: Vaccination Rates vs. Greater China 

 

Note: Last datapoint as of 28 Nov 2022. 
Source: Bloomberg Vaccination Tracker, Our World in Data, CEIC 

 

 Fig 27: ASEAN: GDP growth rebounding strongly in 2022 

 

Source: Bloomberg & CEIC; Maybank IBG Research (World and ASEAN-6 for 2022-
2024); IMF and Consensus (2022-2024 for others) 
 

 

Malaysia’s recently-reported 3Q22 GDP data underscores the strength of the 

economic recovery following reopening. As detailed in 3Q 2022 GDP report “Speedy 

recovery last quarter…but speedbumps ahead”, dated Nov 12, 3Q22 real GDP 

growth accelerated to +14.2% YoY (Maybank IBG estimate: +14.8% YoY; consensus: 

+11.7% YoY; 2Q 2022: +8.9% YoY; 9M 2022: +9.3%; Fig 28). The expansion was 

broad-based i.e. faster growth in services (3Q 2022: +16.7% YoY; 2Q 2022: +12.0% 

YoY) benefitting from full economic opening that included international border 

opening on 1 Apr 2022, manufacturing (3Q 2022: +13.2% YoY; 2Q 2022: +9.2% YoY) 

and construction (3Q 2022: +15.3% YoY; 2Q 2022: +2.4% YoY; 1Q 2022: -6.2% YoY), 

plus rebounds in agriculture (3Q 2022: +1.2% YoY; 2Q 2022: -2.4% YoY) and mining 

(3Q 2022: +9.2% YoY; 2Q 2022: -0.5% YoY). 

 

While economic growth will moderate in 4Q 2022 and 2023 given global economic 

downturn spearheaded by major economies and the dampening effect of “high 

inflation – high interest rates”, mitigating the downside for Malaysia will be i) 

continued drawdown of household/individual excess savings built up over the 

pandemic years (i.e. pent-up demand; Fig 29); ii) ongoing tourism recovery, with 

aforementioned potential China reopening a clear upside risk/accelerator (Fig 30); 

iii) investment growth momentum supported by robust approved FDI translating 

into rising actual FDI (Fig 31); iv) on-going and new infrastructure – including digital 

and green – projects; and v) re monetary policy, our assumption of BNM raising 

OPR from “accommodative” to “neutral” rather than “restrictive” level of 3.0% by 

Jan 2023 (end-2022: 2.75%; end-2021: 1.75%). Post-3Q22 GDP release, our 

economics team has raised Malaysia’s 2022 real GDP growth forecast to +8.0% from 

+6.0% (2021: +3.1%) and maintained 2023 growth forecast at +4.0%. 
  

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2254337b22d8deb0ae83d69b385dfa6a247f00d42kyJVWN-FOLKxa5K0-StJm0a3d3hs6ELWftu2c3Xx9UgZl1fMXk80L1wzDlLulZesEA9WC2AdxLZ-2nOMygw4b-xxxZHVeNoAjw3_HRjmwGx0Ll8B8TrBoXyzMrRXlTUbZSiNCRT4hpQ6GIFsHUGkSZ9Dd04DVgeDX38XSkfSXYO8oIp9EXjAwpqT10vNj4B17JKRxLCHza7r68xoLIm93Q%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2254337b22d8deb0ae83d69b385dfa6a247f00d42kyJVWN-FOLKxa5K0-StJm0a3d3hs6ELWftu2c3Xx9UgZl1fMXk80L1wzDlLulZesEA9WC2AdxLZ-2nOMygw4b-xxxZHVeNoAjw3_HRjmwGx0Ll8B8TrBoXyzMrRXlTUbZSiNCRT4hpQ6GIFsHUGkSZ9Dd04DVgeDX38XSkfSXYO8oIp9EXjAwpqT10vNj4B17JKRxLCHza7r68xoLIm93Q%2C%2C
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Fig 28: Malaysia: Quarterly Real GDP trend 

 

Source: CEIC 
 

 Fig 29: Malaysia: Individual’s Liquid CASA Deposits 

 

Note: Red dotted red line refers to Maybank IBG's estimated "No COVID-19" trend 
in individuals’ savings & demand deposits. The gap between the two represents 
“excess savings” 
Source: BNM, Maybank IBG Research 
 

 

Fig 30: Malaysia: Annual Tourist Arrivals (m) 

 

Source: CEIC, Ministry of Finance (Economic Outlook 2022-2023), Ministry of Tourism, Arts and 
Culture 

 

 Fig 31: Malaysia: Actual FDI (MYRb) 

 

Source: CEIC, Department of Statistics 
 

 

Even as domestic demand has shown a steady and sharp recovery over the course 

of 2022, the global post-pandemic GDP recovery continues to be a boost to 

Malaysia’s large export-oriented manufacturing sector and external trade, which 

has significant positive externalities for the broader economy re income and 

employment generation. In particular, as shown in Fig 32, intra-ASEAN trade is 

growing at over 30% YoY, partially cushioning the slowdown in exports to the US, 

EU and China – note that the intra-ASEAN market is a significant source of demand, 

roughly accounting for 19% of ASEAN’s total exports, higher than the share of 

exports to China (16%), US (15%) and the EU (9%).  

 

Re Malaysia’s recent trade performance, as highlighted in macro update report 

“Double-digit external trade growth rolls on”, dated Oct 19, Sept 2022 marked 

the 14th consecutive month of double-digit export growth (+30.1% YoY; Fig 33), 

underpinned by continued double-digit growth in manufacturing exports (Sept 2022: 

+28.7% YoY; Aug: +47.6% YoY) and mining exports (Sept 2022: +89% YoY; Aug: 

+58.7% YoY), the latter fuelled by LNG (Sep 2022: +142.0% YoY; Aug: +72.9% YoY) 

and Crude Oil (Sep 2022: +74.3% YoY; Aug: +106.3% YoY) on the back of exports 

price increases of +75.2% YoY (Aug: +55.1% YoY) and +78.3% YoY (Aug: +76.1% YoY; 

Fig 34) respectively amid LNG exports volume growth of +38.1% YoY (Aug 2022: 

+11.5% YoY) and crude oil export volume drop of -2.2% YoY (Aug 2022: +17.9% YoY). 

However, agriculture exports growth dipped (Sept 2022: +8.0% YoY; Aug: +42.4% 

YoY), dragged by sharply slower Palm Oil (Sep 2022: +8.3% YoY; Aug: +57.7% YoY) 

amid easing export price (Sep 2022: +9.6% YoY; Aug: +23.4% YoY; Fig 35) and lower 

export volume (Sep 2022: -1.2% YoY; Aug: +27.8% YoY).  

 

While imports growth also continued in the double-digits (Sept 2022: +33.0% YoY), 

trade surplus nonetheless widened to +MYR31.7b (Aug: +MYR17.0b). Overall, in 

3Q22, exports and imports growth accelerated to +38.3% YoY (2Q: +29.9% YoY) and 

+46.5% YoY (2Q: +36% YoY), respectively, while trade surplus expanded +5.6% YoY 
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to +MYR64.3b (2Q: +3.1% YoY to +MYR58b), reflecting firmer export-based output, 

domestic demand and net external demand. Commodity and tech-related exports 

made up 24.5 percentage points (ppts) or 80.9% of 9M 2022’s +30.3% exports growth 

i.e. 12.9ppts or 42.6% from E&E; 5.8ppts or 19.2% from palm oil, LNG and crude 

oil, and 5.8ppts or 19.1% from petroleum products. 

 

Fig 32: ASEAN6: Exports to Major Trading Partners 

 

Source: CEIC 
 

 Fig 33: Malaysia: Exports, Imports and Trade Balance 

 

Source: Department of Statistics 
 

 

Fig 34: Brent oil price trend: spot (USD/bbl) 

 

Source: Bloomberg (as of 09 Dec) 
 

 Fig 35: Crude Palm Oil (CPO): price trend, spot (MYR/t) 

 

Source: Bloomberg (as of 09 Dec) 
 

 

Bank Negara (BNM) has been playing its part in supporting the economic recovery 

by pursuing a “slow-and-steady” approach with regards raising interest rates i.e. 

the Overnight Policy Rate (OPR) was increased by 100bps over 2022, compared to 

the much larger 300bps increase in the federal funds rate over the same period to 

Nov 2022 – the latter is expected to see another +50bps increase in mid-December, 

while we expect the OPR to be raised again only in Jan 2023, and by a moderate 

+25bps. BNM’s relatively measured approach to interest rate increases is not 

unusual vis-à-vis the region i.e. ASEAN central banks are not as aggressive as the 

Fed in tightening monetary policy and raising interest rates, with the exception of 

the Philippines and Singapore. Policy rates have climbed to around pre-Covid levels 

in Thailand, Malaysia and Indonesia while inflation has been climbing across ASEAN 

but not to the extent seen in the US and Europe (Fig 36).  

 

There are encouraging signs that headline and core inflation may have peaked in 

some ASEAN countries. The respite will provide some breathing room to central 

banks to moderate the pace of tightening and rate hikes in 2023. Singapore’s 

headline and core inflation may have peaked at +7.5% and +5.3% respectively in 

September. In Thailand, headline inflation has receded to +6% in October, 

significantly below its peak of +7.9% in August. Indonesia’s headline inflation eased 

to a 3-month low of +5.4% in November as food prices eased, from the peak of +6% 

in September following the fuel price hike. In sum, the more modest monetary 

policy tightening anticipated in ASEAN will limit the interest rate shock to / drag 

on consumer spending and business. 
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Fig 36: ASEAN-6: Inflation and Policy Rate Forecasts 

 

Source: CEIC, Maybank IBG Research estimates 

 

For Malaysia, while the official 2022 forecast for the headline inflation rate was 

revised higher to +3.3% (from a +2.2% to +3.2% range previously) in Oct 2022, BNM 

has indicated that monthly headline inflation rate looks to have peaked in 3Q22 

and will moderate going forward. Still, core inflation rate hit record high of +4.1% 

YoY in Oct 2022 and is expected to come in at the upper end of BNM’s full-year 

forecast range of +2.0% to +3.0% (Sept: +4.0%; 2021: +0.7%) on demand pressures 

and high-cost environment. However, Oct headline inflation eased to +4.0% YoY 

(Sept: +4.5%; 10M2022: +3.3% YoY) mainly on slower rise in housing, water, 

electricity, gas and other fuels (HWEGOF) costs – hence, real interest rates remain 

negative / stimulative notwithstanding the uptrend in OPR (Fig 37). 

 

Also supporting expectations that BNM’s monetary policy stance will remain 

accommodative is the fact that the inflation rate has been predominantly cost-

push and supply-driven so far this year. Surges in commodity prices led to food, 

fuel and energy contributing to 71% of the 3.3% inflation rate in 9M2022. Higher 

interest rates are ill-suited for dealing with such cost-push pressures, and we note 

that BNM has tolerated periods of negative real OPR as well as negative 

differentials between OPR and the US fed funds rate in the past (Fig 38). The 

recent improvement in MYR vs USD movement eases the pressure on BNM’s interest 

rate policy vis-à-vis that of the US Fed as well. Our FX Research Team sees MYR 

strengthening vs. USD to 4.05 by end-2023 (end-2022E: 4.45). 

 

Fig 37: Malaysia: OPR vs. Inflation Rate 

 

Source: BNM, Department of Statistics 
 

 Fig 38: MYR per USD vs OPR, OPR-Fed Funds Rate Differential 

 

Source: Bloomberg, BNM, CEIC 
 

 

Like the rest of ASEAN in varying degrees, and as also noted by BNM, the upward 

pressure on inflation is partly contained by price controls, subsidies and the 

remaining spare capacity in the economy. Re Malaysia, “blanket” fuel price 

subsidies in particular (Fig 39) are playing a key role in capping broader price 

pressures in the economy. With the new government now appearing unlikely to 

move quickly to rollback subsidies (PETRONAS is helping provide breathing room – 

see next section), while we maintain our 2022 inflation forecast at +3.3%, we had 

revised downward 2023 inflation forecast to +3.0% (from +4.0% previously), 

pending clarity on the national policy on subsidy rationalization. Our previous 2023 

inflation forecast factored in the assumption of gradual adjustments in fuel prices 

and electricity tariffs on subsidy reviews in 2023. In addition, the imposition of 10% 
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Sales Tax on imported low value goods sold online scheduled earlier to be 

implemented on 1 Jan 2023, has been postponed to 1 Apr 2023. 

 

Fig 39: Malaysia: Summary of recent government measures to address food, fuel and energy inflation 

 

Source: Ministry of Agriculture and Food Industries (MAFI), media 

 

In terms of Malaysian fixed income yield trends, overall market liquidity remains 

conducive notwithstanding guided fiscal consolidation falling short. The lower 

deficit target of 5.5% of GDP under Budget 2023 (2022E: 5.8%) relies on 

denominator effect i.e. higher nominal GDP while the absolute budgeted deficit is 

little changed at c.MYR99b. Further, the deficit target is well above the 

government’s previous medium-term fiscal framework (MTFF) which guided for the 

deficit ratio to fall below 5% in 2023. In the absence of major revenue/expenditure 

measures, the government may not be able to trim the headline debt-to-GDP ratio 

meaningfully – in fact, judging from historical trend, this debt ratio increased by 

almost 10ppt after each economic downturn i.e. it went up from about 40% to >50% 

post-GFC, and has risen further to >60% since Covid. It appears likely to remain in 

the 60-65% range in the next 2 years with upside risk if global economy enters a 

sufficiently deep recession that requires another round of expansionary fiscal 

support. 

 

As articulated in Head of Fixed Income Winson Phoon’s Malaysia Fixed Income 

Outlook 2023 report “Bumpy Ride, Better Return”, dated Nov 25, notwithstanding 

anticipated higher debt issuance, the supply-demand profile for Ringgit bonds 

appears relatively neutral as demand for bonds from the two largest holders i.e. 

pension funds and banks should remain healthy, per the drivers noted in Fig 40 

below. Bank demand for bonds can fluctuate but together with pension funds, they 

typically net absorb c.60% of the net supply which we believe can sustain in 2023. 

We further anticipate local asset manager fund flows will improve when bond 

returns stabilise. 

 
 

  

https://protect2.fireeye.com/v1/url?k=23094a82-7cf0e5ca-230dffb4-000babdc86fc-4d224dd223ddc2d3&q=1&e=92eb9e71-cedc-4d03-a44c-a9bc60c60006&u=https%3A%2F%2Fmkefactsettd.maybank-ke.com%2FFACTSETPARTNERS_TD_TRACK%2Fexternal%2Fdownload%3Fq%3D296e4c5023f5c4082598d4c2b4a50481eadda3ff6j4HGgULeHuSQ3HoaugWSJcJO6DNHDmjvctQA8YEDFStZS551Fyin9EPx44G27-Y1PQXcmTq2Q6TzlTO0mObDEKplO2gpK_5tMAvO78G_N65eqTq4PWyDW9tryWmWoH3WvV-P3W3aowZPqV1s8yxUfkLpka207QqbhqbIT2kEJ31NDtt33M5ZSCq0TB-4Evbey6efsDZbRYQZTdluRnK-eQ%252C%252C
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Fig 40: Malaysian Bonds: Demand Profile Underpinned by Pension Funds and Banks 

Investor 
Group 

Ownership of 
MGS & GII  

(as of 2Q22) 

Our Views 

Pension Funds 28% 

Major Net Buyer. Domestic pension funds net bought MYR17b government bonds or 29% of the net supply in 
1H22. We expect EPF’s demand for bonds to sustain in 2023 as its contribution flows normalize following the 
conclusion of withdrawal schemes, employee contribution rate reverting to 11% from 2H22, and a marginal 
positive from a higher voluntary contribution limit of RM100k per year from RM60k previously. Labour market 
condition has improved markedly with EPF’s active members rising to 8mil (2018: 7.2mil) at 2% CAGR while 
median wage growth rose to 6% YoY in June 2022 based on the imputed wages of EPF active members, suggesting 
higher net contribution inflows in 2H22 and into 2023. Overseas investment ratio was steady at 36% of total 
portfolio. On asset allocation as of 2Q22, the pension fund’s cash/cash equivalent allocation run down to 2% 
(1Q22: 5%) while increasing fixed income ratio to 48% (1Q22: 45%); equity share was trimmed slightly to 43% 
(1Q22: 44%), while that of real estate & infrastructure rose increased to 7% (1Q22: 6%). Ultra-long MGS/GII 
yields of roughly 5% are sufficiently attractive long-term average rate of return, providing income stability and 
a hedge against economic downturn risk in global major economies, in our view. 

Banks & DFI 34% 

Major Net Buyer. Banks & DFI net added MYR15.9b of government bond positions in 1Q22 and an additional 
MYR17.8b in 2Q22, taking up more than half of the net supply in 1H22. 3Q22 data hasn’t been released yet at 
the time of writing. Banks are the largest holder of government bonds owning close to MYR330b/34% of the 
outstanding MGS and GII. While risk-appetite might have been constrained this year due to extreme market 
volatilities, banks tend to build up larger positions during selloffs given their market-making role and primary 
dealer’s obligation to bid in auction when demand slows. We think banks might opportunistically pare down 
some positions in 4Q22 if there is a meaningful rally into year end. In 2023, we expect bank’s demand to sustain 
as they typically allocate 9-10% to government bonds in asset composition and the total asset of banking sector 
may continue to grow at mid-single digit. The use of MGS and GII to fully comply with SRR, which has been in 
place since May 2020, is set to expire at the end of 2022. Current headline SRR is 2%, but effective SRR close to 
zero. We estimate a liquidity net drain of about MYR30-32b from the banking system on the full reversal of such 
flexibility for banks, although the pace of adjustment will depend on whether it will be a one-off or phased 
withdrawal. Interbank market has sufficient liquidity, judging from the amount of BNM overnight liquidity sweep, 
and we don’t expect this to materially affect banks’ demand for government bonds. 

Insurance 
Companies 

5% 
Key Support for Long Duration. Insurance companies own a 5% share and have been net purchasing c.MYR5b of 
MGS+GII per year since 2020. We expect their demand to remain consistent given the healthy expansion of life 
insurance funds which are typically sticky. 

Asset 
Managers 

Not Disclosed 

Cautious, but may improve when bond returns rise. Asset managers’ government bond holdings data is not 
separately disclosed, but we believe they had been net sellers of government bonds YTD due to some redemption 
pressures although actual fund flows vary from one asset manager to another. Asset managers’ demand for 
government bonds may still bias toward short and mid-duration, and a preference for higher-than-usual cash 
level to buffer against potential outflow but we expect them to become net buyer when the market outlook for 
bonds brightens. 

Foreigners 24% 

Cautiously optimistic on foreign demand over the next 12 months, assuming major central banks will change 
course to rate cut although we would watch out for risks from incoming data. Foreign demand for Ringgit bonds 
was trending slightly negative judging from the monthly data as outflow surged to -MYR6.3b in October, widening 
the YTD loss to –MYR7.9b. But the weakness may not be necessarily linked to pre-Election position trimming by 
foreign investors as regional peers Thailand and Indonesia also incurred outflows as history suggests large and 
persistent outflows are typically a result of EM/region-wide drivers. Fast changing risk sentiment is something 
to be expected in the current global macro settings: high inflation, policy uncertainty, high volatility. We expect 
choppy flow pattern with swings in both directions, but not one-sided foreign drawdown for extended period. 
For 2022, full-year net foreign flow may stay around where it is or show improvements if US rates pressures 
ease. 

Source: BNM, CEIC, Maybank IBG Research  

 

Over the next 6-12 months, being also reflective of the advanced stage of OPR 

tightening, we expect MGS yields to fall amid growing global macro headwinds and 

as domestic growth begins to soften. As such, after two lackluster years, we 

forecast a strong total return of 6-8% for Ringgit government bonds in 2023 (2022F: 

+/-1%, 2021: -1.4%; Fig 41). We expect 10y MGS yield to fall toward 3.75% by 1H23, 

with the following quarter-end forecasts: 4Q22: 4.00%, 1Q23: 3.90%, 2Q23: 3.75%, 

4Q23: 3.50%. The anticipated broad decline in funding costs per Fig 42 will help 

cushion the economy and corporate earnings in 2023. 
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Fig 41: MYR Govt. Bond: Forecasting 6-8% total return in 2023 

 

Note: *Total return measurement: Bond = Ringgit government bonds, Equity = 
KLCI, Cash = Monthly weighted 12-month fixed deposit rates 
Sources: Bloomberg, Maybank IBG Research 

 

 Fig 42: 10y MGS Yield Movement and Outlook Changes 

 

Sources: Bloomberg, Maybank IBG Research 
 

 

From an ASEAN regional equity benchmark indices perspective, while not spared 

from de-rating headwinds, the entire region has nonetheless been a relative 

outperformer vs. developed market and North Asian counterparts (Fig 43), 

underpinned: by i) accelerating, broad economic reopening into 2022 as 

vaccination rates have surged, supporting corporate earnings and GDP recovery; ii) 

predominantly old economy-dominated equity markets that have seen their 

defensive/valuation attractions boosted by years of relative underperformance / 

deflated foreign ownership and, for Malaysia and Indonesia in particular, sizeable 

commodities-related stock weightings; and iii) a comparatively less aggressive 

multi-speed monetary policy normalization/tightening, supported by a range of 

ex-monetary policy interventions such as subsidies and other fiscal measures to 

mitigate inflationary pressures.  

 

In particular, the global de-rating of growth / technology stocks in the face of 

sharply rising interest (discount) rates that has resulted in sharp declines in the US 

and North Asia, and the related switch into value stocks, has been a key point of 

resilience for ASEAN equity market benchmarks which are dominated by value-

centric banks, utilities, telcos and consumer stocks. ASEAN also stands out 

positively within the broader emerging markets space for sound fiscal and 

monetary policy navigation through the pandemic years, including maintaining 

strong banking sectors, and relative insulation from the effects of surging energy 

(subsidies), logistics (less exposed) and food (rice supply unaffected) prices. 

 

The Indonesia and Singapore benchmarks have been particularly positive outliers 

within ASEAN in having been able to hold on to absolute gains through 2022. 

Indonesia is benefitting from a combination of steady economic recovery (absolute 

GDP has recovered to pre-pandemic levels), increasing FDI and surging prices for 

commodities (palm oil, coal, nickel, gas), while Singapore is supported by a 

combination of sharply-relaxed Covid-related restrictions, including with regards 

international travel, an attractively-priced and fundamentally-defensive equity 

market and leverage into secular themes such as sustainability/ESG investing and 

supply chain relocation into ASEAN. Singapore is also the only market showing a 

gain in USD terms YTD, as it aggressively tightened monetary policy (conducted via 

the Singapore dollar, not interest rates) through 2022, reinforcing the SGD’s 

historical attraction as a safe haven currency. Oct 2022 marked the fourth 

consecutive time the Monetary Authority of Singapore (MAS) tightened its policy 

stand by re-centering the mid-point of the SGD Nominal Effective Exchange Rate 

(S$NEER), though leaving the slope and width of the policy band unchanged this 

time. We expect MAS to tighten again at its next April 2023 policy meeting given 

its view inflation will remain elevated in 1H23. 
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Fig 43: Asia market performance: country benchmark indices vs. MSCI Asia ex-Japan 

 

Source: Bloomberg (as of 8 Dec 2022), Maybank IBG Research (chart) 

 
Re Malaysia, the heavily value-centric “old economy” weightings within the KLCI 
(see Fig 44) pie chart below; banks, telcos, utilities, consumer), coupled with large 
commodities-related exposures (i.e. oil & gas, plantations and aluminium via 
smelter Press Metal) have underpinned the 30-stock benchmark’s resilience, as 
globally tightening monetary policy has prompted investors to switch out of long-
outperforming tech/digitalisation-related growth stocks, into value-plays and 
commodities exposures, the latter driven by rising product prices as well as 
attraction as an inflation hedge. Note the latest half-yearly updating of KLCI 
constituents, effective 19 Dec 2022, will see the inclusion of AMMB (bank) and QL 
Resources (consumer), hence further increasing the dominance of low-beta value 
stocks; they will replace once high-flying Gloves stocks Hartalega and Top Glove. 

Looking ahead, a constructive case can be made for sustained KLCI resilience. The 
banks/financials sector, which has the biggest weighting in the KLCI, has emerged 
from the pandemic years relatively unscathed, with ample liquidity and capital, 
and is now enjoying a positive inflection in long-suppressed net interest margin 
(NIM) as interest rates trend higher even as loan growth picks up and credit cost 
remains relatively benign. Underlying commodities price supports such as supply 
shortages and logistical disruptions will take time to moderate, keeping related 
share prices elevated. At the same time, consumer/healthcare plays are reporting 
healthy earnings rebounds in line with economic reopening. 

Fig 44: KLCI constituents: breakdown by sector (post-Dec update) 

 

Source: Bloomberg (as of 9 Dec 2022), Maybank IBG Research (chart) 

 
While the big-caps have proven resilient, the SMID (small and mid) caps space has 
endured a relatively rough ride for most of the year (Fig 45), especially previous 
market ‘darlings’ such as glove stocks (Top Glove, Hartalega and Kossan remain 
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on our SELL list as ASPs continue to deflate even as input costs rise) and technology 
(only a small KLCI weighting via Inari), where the Bursa Malaysia Technology Index 
has plunged >30% YTD on the valuations-suppressing effect of tightening monetary 
policy and continuing concerns on component shortages / supply bottlenecks 
related to sanctions and the disruptive lockdowns stemming from China’s ‘zero-
COVID’ strategy. At the same time, Bursa Malaysia’s average daily value traded 
(ADVT) has remained sluggish, staying near the bottom of its downtrend since mid-
2021 peaks (Fig 46) notwithstanding the KLCI’s headline resilient performance. 
9M22 ADVT was MYR2.2b - this compares to 2021’s MYR3.66b, 2020’s MYR4.31b and 
2019’s (pre-pandemic) MYR2.15b. 
 

Fig 45: Malaysia key indices; since Jan 2021 (% gain/loss) 

 

Source: Bloomberg (as of 09 Dec), Maybank IBG Research (chart) 
 

 Fig 46: Bursa: Monthly Average Daily Value Traded  
(ADVT) trend 

 

Source: Bursa Malaysia, Maybank IBG Research (chart) 
 

 
Foreign ownership in ASEAN equity markets has trended down to near historical 
lows over recent years. However, per Fig 47, Indonesia, Thailand and Malaysia have 
seen net buying YTD, with the former two attracting over USD5bn in inflows as at 
Nov 2022 (Malaysia: +USD1.4b). On the other hand, the Philippines has struggled 
to attract inflows, attributed to a combination of slow vaccination / economic 
reopening progress, policy uncertainty post-Presidential elections in May and the 
most aggressive rate hikes in ASEAN (+300bps YTD) to combat stubbornly high 
inflationary pressures, while Vietnam’s retail-driven market has seen foreign 
interest cool despite strong macro/earnings, as broad regulatory crackdown on 
manipulative market activities has risk-off sentiment dominating. 

Among the sectors that have seen the biggest foreign inflows are: i) 
banks/financials which provide the biggest weightings in the respective benchmark 
indices, have come through the pandemic with fundamentals intact and are 
positively leveraged into rising interest rates and, especially in the case of the 
regionalised, USD-funded Sing banks, the multi-year supply chain relocation out of 
China into ASEAN; ii) commodities, principally in the net commodity exporters 
Indonesia (gas, nickel, palm oil, coal) and Malaysia (oil, gas, palm oil); and iii) 
reopening beneficiaries in consumer/retail, gaming and travel. 

Focusing on Malaysia’s foreign flows, foreign selling of MY equities continued for a 

3rd consecutive month in Nov 2022 albeit a relatively modest MYR0.3b (Oct: net 

sell of MYR0.6b; Fig 48). Nov’s outflow increased cumulative foreign net sell since 

early-2010 (post GFC) to MYR30.3b. Market foreign holding, however, bounced back 

to 20.7% end-Nov, from end-2021’s 20.4%, near a post AFC low (Fig 49). On the 

debt side, foreign outflows from Ringgit bonds narrowed to MYR1.0b in Nov (Oct: 

net sell of MYR6.3b, the largest drawdown in a single month since Mar 2020) as US 

rates fears eased and domestic politics saw better clarity. But the outflow 

contrasts a strong rally in Ringgit which gained 6% MoM probably driven by non-

portfolio flow. Meanwhile, Malaysia’s external reserves surged USD4.5b MoM to 

USD109.7b in Nov, the first monthly increase since July. The sell-down trimmed 

total foreign holdings to MYR247.6b (Oct: MYR248.7b) and YTD cumulative outflows 

widened to MYR8.9b (Oct: MYR7.9b). Foreign shares (Fig 50) declined to 34.4% for 

MGS (Oct: 34.8%) but was flat at 22.3% for MGS+GII.  

 

Despite the small foreign outflow, MGS curve bull-flattened significantly in 

November with yields plunging 20-40bp led by long-dated bonds largely tracking 



 

December 14, 2022 27 

 

Malaysia 2023 Outlook and Lookouts  

the UST move. The rally in both the Ringgit and MGS was particularly strong in the 

final week of November following the appointment of PM Anwar as a resolution to 

the GE15 gridlock lifted sentiment. Regional peers Indonesia and Thailand also 

received net inflows. On total portfolio flows, it was a third consecutive month of 

net loss with –MYR1.3b in November (Oct: -MYR6.8b) after taking into account –

MYR0.3b net foreign outflow from domestic equities (Oct: -MYR0.6b; Fig 48). 

 

Fig 47: ASEAN: foreign net buy / sell (monthly trend)             

 

Source: Bloomberg, Bursa Malaysia, Maybank IBG Research (compilation) 
 

 Fig 48: MY foreign portfolio flows: equities + bonds (MYR b) 

 

Source: BNM, CEIC 
 

 

Fig 49: Bursa Malaysia: foreign shareholding  

 

Source: Bursa Malaysia, Maybank IBG Research (chart) 
 

 Fig 50: MGS + GII – foreign holdings level 

 

Source: BNM, CEIC 
 

 
While the return of net foreign buying for equities in the region is encouraging, 
evidence of a positive structural shift in foreign investor perceptions of ASEAN’s 
attraction as a long-term investment remains weak. Current buying interest 
appears primarily tactical in nature i.e. funds seeking a relatively low-beta safe 
haven from global market turmoil and/or a trade on the commodities price surge. 
Should market risk factors – geopolitics, China lockdowns, interest rates/inflation 
– ease, there appears little in the way of systemic reforms regionally, be it less-
populist politics or progressive economic policies, to keep foreign funds interested. 
Hence, improving sentiment towards developed markets and North Asia, as appears 
to be the case going into 2023, could prompt capital outflows from the region, 
prompting renewed underperformance, as was the case for ASEAN pre-pandemic 
As such, domestic retail and institutional flows are likely to continue to steadily 
grow in importance in setting ASEAN market tone and direction going forward. 

 

For Bursa Malaysia, per our coverage of the stock exchange (see latest update note 

“3Q22: Weaker PATMI”, dated Nov 1), even as broad market ADVT has retreated 

per Fig 46, trading participation has also returned to pre-pandemic composition 

(Fig 51), with retail participation, which had driven trading activities in the last 

two years, down to 26% in 11M 2022, from 37.2% in 2021 and 37.4% in 2020 (vs. 

2019’s 24.2%). At the same time, domestic institutions (DIs) were net sellers to the 

tune of MYR8b for Jan-Nov 2022 (Fig 52), as compared to MYR5.8b net foreign buy 

over the same period. 

 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2daa50875f72a6b28374f2f57fd0cdd69798ba759kSNmv5xehf01cXg9kpHLDSAGeqvIRzHYBMtG6UjqE_nAn2t1xuy4c-dMQVzRmWewFbNtguVmqUQBBna2A_ZaQIxw5l5ujlKDosC0AQMKyBeYL5_2PyHXfSo8SwDy_jMkAMbrLlXW7bPi9nkXjvzc3bLeO7j4AbK-OeLl5U0zZYXrEwlrgDaS8MHMcouHjpsQ_4Nq-P2yA5QPXdzxPiy0CA%2C%2C
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The near-continuous selling by the DIs over 2022 despite economic reopening 

accelerating speaks not just of their continuing unease with political and policy 

developments (we note a small net buy of MYR0.2b in Nov by DIs, with GE15 having 

been concluded on Nov 19), the latter only worsened by the corporate profitability-

sapping market negatives contained in Budget 2022 (i.e. Cukai Makmur levy, stamp 

duty hike, tax on foreign-sourced income), but also: i) an increasing preference to 

invest offshore in search of better returns and diversification benefits – note the 

share of EPF’s total portfolio invested outside Malaysia has steadily increased over 

the last few years, from 27% in 2018, to 36% as at end-3Q22; and ii) weaker 

contribution-withdrawal dynamics for investment funds through the pandemic 

period and into 1H22, especially private sector pension fund EPF which was just 

under RM1tn AUM (Fig 53).   

 

Among EPF’s measures to lift the disposable income and cash in hand of its 14.6m 

members are: i) option for lower workers’ monthly EPF contribution rate of 9% (vs. 

mandatory 11%) in 2021 – this was extended, per Budget 2022, to end-June 2022, 

which is estimated to boost disposable income by c.MYR2b; and ii) withdrawals 

from Account 1 (70% of total pension savings; under i-Sinar scheme) and Account 

2 (30% of total pension savings; under i-Lestari scheme) totaling c.MYR80b i.e. 

c.MYR21b under i-Lestari (effective April 2020 – March 2021) and MYR59b under i-

Sinar (effective Jan-Dec 2021). The third EPF withdrawal scheme announced as 

part of the aforementioned PEMULIH package in June 2021 (i-Citra) allows EPF 

members to withdraw up to MYR5k from the combined balance of both Account 1 

and 2, with EPF indicating amount disbursed of just over MYR22b as at end-2021. 

Coupled with the fourth EPF withdrawal scheme announced in March 2022, with 

related total withdrawals at an estimated MYR40b, the four schemes in 

combination add up to a substantial c.MYR150b in withdrawals. 
 

Fig 51: Foreign vs. domestic institution vs. domestic retail 
participation in equity trades since early-2010 (%) 

 

Source: Bursa Malaysia, Maybank IBG Research (chart) 
 

 Fig 52: Cumulative foreign, domestic institutions and retail 
investors’ net buy/(sell) of MY equities in 2022 YTD (MYR b) 

 

Source: Bursa Malaysia, Maybank IBG Research (chart) 
 

 

FFig 53: EPF: portfolio AUM breakdown as at end-1Q22 (MYR b) 

Portfolio Weightage 
SAA 

target* 
Value 

Equities 41.0% 45.5% 394 

Fixed Income Instruments 48.0% 45.5% 461 

Money Market Instruments 4.0% 3.0% 38 

Real Estate & Infrastructure 7.0% 6.0% 67 

TOTAL 100% 100% 961 
 

Note: *SAA is EPF's Strategic Asset Allocation 
Source: EPF, Maybank IBG Research (compilation) 

 

 

While domestic investor sentiment has been relatively subdued, underlying 

corporate earnings have been delivering on expectations of a broad-based recovery 

after the difficult pandemic years. As articulated in our most recent 3Q22 Results 
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Roundup report (“Broadly positive momentum”, dated Dec 4), reflecting stronger-

than-expected economic recovery as underscored by outperforming 3Q22 GDP 

growth of +14.2% YoY (2Q22: +8.9% YoY), research universe core net profit 

(quarters ending Aug/Sept 2022) ex-Gloves was a robust +2% QoQ, +17% YoY (Fig 

54). 9M22 core profit ex-Gloves rose +11% YoY (Gloves earnings tumbled 99% YoY), 

with strong reopening-driven growth at Property (+106%), Consumer (+69%), Auto 

(+35%), REITs (+56%) and Construction/Infra (+61%). Big-cap sectors like Banks 

(+5%), Plantation (+14%) and Telco (+6%) also showed good traction despite Cukai 

Makmur (CM) drag. The ratio of misses-to-beats turned favourable at 0.7x (2Q22: 

1.1x; 1Q22: 1.5x; Fig 55), led by Banks and Healthcare, while earnings downgrades-

to-upgrades was 0.8x (2Q22: 1.4x). A substantial 9 stocks were upgraded (2Q22: 

3), 6 of which were to BUY – GHL, YTL REIT, Sentral REIT, Tambun Indah, Leong 

Hup and Greatech – while only 1 was downgraded (2Q22: 6) namely large-cap 

PChem (to HOLD). 

 
Fig 54: Quarterly core net profit of research universe (those with quarter ended Aug/Sept 2022) 

 

Note: Exclude stocks with FYE Jan, Apr, Jul, Oct  

Source: Company results data, Maybank IBG Research 

Fig 55: Quarterly reporting: below-to-above expectations  
Ratio (research universe) 

 

Source: Company results data, Maybank IBG Research 
 

 Fig 56: Quarterly reporting: above expectations  
(% of research universe) 

 

Source: Company results data, Maybank IBG Research 
 

Having incorporated earnings revisions for the 103 stocks that reported: 

 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2764605bee16aaa54f1c3a12883105adbde223f1e2LKnw7SUHKqIXoC2IwlU_sJIfapKK-MaK7pe7rXOj6xzdu40lneUaqp9gtaGzV_VxnGLza9DAWXm3SEV3BmtLMEXMiKBo2TLEn3P-9x6sUQz6zhppoV8VyqerAeg7FuEGcslr0qWdpmC_wHb5l1XAPGw_fkfcJRPIDgT0WTOMT-Hl8DNm5Rs4Qwl2DXZ5BXCgDLTHh7O1ht3F3zTz7yWgg%2C%2C
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 Core earnings estimates of our universe are adjusted just marginally 

(+0.03%) for 2022E, and by -1.2% for 2023E.  

 

 Growth estimates (Fig.57): 

 

o 2022E. We now estimate a lower -1.7% YoY core earnings decline 

for our research universe (vs. -1.9% estimate in early-Sep 2022) 

and -5.0% for the KLCI (vs. -6.1% previously). Our KLCI earnings 

estimates have been recalibrated for constituents change effective 

19 Dec 2022, with the inclusion of AMMB and QL Resources, 

replacing Hartalega and Top Glove. 

 

o 2023E. We now estimate a smaller +16.0% core earnings expansion 

for our universe and +15.1% for the KLCI (vs. +17.4% and +13.5% 

estimates previously). 

 

 Excluding the Glove stocks, our research universe’s core earnings 

growth is +13.4% for 2022E (previously +12.6%) and +17.3% for 2023E 

(previously +18.7%).  

 
Fig 57: KLCI & research universe core earnings growth & valuations  

   2020A 2021A 2022E 2023E 

KLCI @ 1,488.8 on 30 Nov 2022  PE (x)  19.6 14.5 15.2 13.2 

Earnings Growth (%) – new   (13.1%) 37.3% (5.0%) 15.1% 

Earnings Growth (%) – early-Sep ‘22   (13.8%) 37.6% (6.1%) 13.5% 

Earnings Growth (%) – early-Dec ‘21   (13.9%) 39.7% (6.9%) 12.4% 
       

Maybank KE’s Research Universe PE (x)  20.9 15.4 15.7 13.5 

Earnings Growth (%) – new   (14.4%) 35.6% (1.7%) 16.0% 

Earnings Growth (%) – early-Sep ‘22   (14.4%) 35.5% (1.9%) 17.4% 

Earnings Growth (%) – early-Dec ‘21   (15.2%) 41.0% (6.0%) 17.0% 
       

Maybank KE’s Research Universe  

(ex-Glove stocks) 

PE (x)  23.6 17.8 15.7 13.4 

Earnings Growth (%) – new   (23.5%) 32.5% 13.4% 17.3% 

Earnings Growth (%) – early-Sep ‘22   (23.5%) 32.3% 12.6% 18.7% 

Earnings Growth (%) – early-Dec ‘21   (24.2%) 36.9% 6.4% 19.0% 

Source: Maybank IBG Research 
 

As detailed in Fig 58 below, for 2022E, most sectors are expected to post higher 

earnings except Non-Bank Financials, Gloves, Petrochem, Port and Utilities, with 

Cukai Makmur being a significant drag for all big-cap sectors. In particular, Banks 

and Plantation core profit growth are anticipated to be smaller in 2022E after a 

strong 2021, while Gaming-Casinos is to return to the black (from losses in 2020-

21) – Aviation losses are also expected to narrow albeit modestly. For 2023E, most 

sectors are expected to deliver double-digit growth as Cukai Makmur falls away 

and GDP growth is forecast to remain relatively robust notwithstanding 

deceleration (to +4.0%) – banks in particular will see upside to earnings from higher 

interest rates boosting net interest margin (NIM), assuming credit costs do not 

exceed our already-conservative estimates. Aviation is also expected to narrow 

losses dramatically in 2023E, to return to the cusp of break-even on sustained 

recovery in travel post-April 2022’s border reopening (China reopening an upside 

risk). On the flipside, earnings are forecast to contract YoY for Gloves (second year 

in a row) and Plantations, both sectors being impacted by forecast YoY declines in 

ASP (average selling price) for gloves and CPO, respectively. 
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Fig 58: Maybank IBG Research universe core earnings, growth, PERs, P/B and ROE (post-3Q22 reporting) 

 Core earnings (MYR m) Core earnings gwth (% YoY) CAGR (%) 

Sector  CY20A CY21A CY22E CY23E CY20A CY21A CY22E CY23E CY21-23E 

Banks 22,673  28,857  30,828  35,406  (18.7) 27.3  6.8  14.8  10.8  

Non-bank Financials  1,194  1,143  877  971  31.1  (4.3) (23.3) 10.7  (7.8) 

Consumer  1,869  2,160  3,050  3,432  (21.5) 15.5  41.2  12.5  26.0  

Healthcare 855  1,637  1,929  2,290  (24.3) 91.3  17.9  18.7  18.3  

Automotive  1,570  1,550  2,015  2,164  (3.3) (1.2) 30.0  7.4  18.2  

Construction, Infra  1,195  1,362  1,444  1,353  (14.8) 14.0  6.0  (6.3) (0.3) 

Gaming – NFO  257  174  301  401  (43.1) (32.2) 73.0  33.4  51.9  

Gaming – Casino  (1,848) (2,091) 544  3,078  NA 13.2  NA 466.2  NA  

Gloves 7,253  11,416  1,287  475  374.0  57.4  (88.7) (63.1) (79.6) 

Media  544  480  363  427  (16.1) (11.8) (24.4) 17.7  (5.6) 

Oil & Gas  1,335  (1,387) 1,888  2,738  NA NA NA 45.0  NA 

Petrochemical  1,997  8,179  6,405  6,399  (39.2) 309.6  (21.7) (0.1) (11.5) 

Plantation  3,642  7,472  7,716  5,727  119.5  105.2  3.3  (25.8) (12.5) 

Property – Developer  880  1,039  1,396  1,868  (60.2) 18.0  34.4  33.9  34.1  

Property – REIT  1,615  1,496  2,077  2,310  (21.2) (7.4) 38.8  11.2  24.3  

Renewables  84  71  76  91  (15.1) (15.7) 6.9  19.7  13.1  

Technology 1,137  1,547  1,672  1,976  83.5  36.0  8.1  18.1  13.0  

Telco 4,800  5,189  5,417  6,275  (7.9) 8.1  4.4  15.8  10.0  

Transport – Aviation  (4,257) (3,583) (3,102) (210) NA (15.8) (13.4) (93.2) NA  

Transport – Shipping  2,159  1,889  1,641  1,790  34.1  (12.5) (13.1) 9.1  (2.6) 

Transport – Port  659  783  686  831  2.3  18.7  (12.4) 21.2  3.0  

Utilities 7,584  8,192  7,783  8,679  (4.2) 8.0  (5.0) 11.5  2.9  

                   

Stocks under cvrg 57,199  77,574  76,291  88,472  (14.4) 35.6  (1.7) 16.0  6.8  

Source: Bloomberg pricing, Maybank IBG Research 

 
(cont’d) Maybank IBG Research universe PERs, P/B and ROE (post-3Q22 reporting) 

 PER (x) P/B (x) ROE (%) 

Sector  CY21A CY22E CY23E CY21A CY22E CY23E CY21A CY22E CY23E 

Banks 12.8  12.0  10.4  1.2  1.2  1.1  9.5  9.7  10.6  

Non-bank Financials  8.9  11.6  10.4  1.2  1.2  1.1  13.8  10.1  10.6  

Consumer  43.5  30.8  27.4  8.9  8.0  7.3  20.4  25.9  26.7  

Healthcare 33.9  28.8  24.3  2.3  2.2  2.1  6.6  7.5  8.5  

Automotive  14.7  11.3  10.5  0.9  0.9  0.8  6.1  7.7  7.9  

Construction, Infra  14.2  13.4  14.3  0.8  0.8  0.8  5.8  5.8  5.3  

Gaming – NFO  23.9  13.8  10.4  1.3  1.3  1.2  5.4  9.1  11.9  

Gaming – Casino  NM 59.2  10.5  0.7  0.7  0.7  NM 1.2  6.7  

Gloves 1.4  12.2  33.1  1.0  1.1  1.0  76.1  8.6  3.1  

Media  8.0  10.6  9.0  3.4  3.1  2.9  42.4  29.8  32.5  

Oil & Gas  NM 15.1  10.4  1.4  1.2  1.1  NM 8.1  10.5  

Petrochemical  8.8  11.2  11.3  1.5  1.4  1.4  17.2  12.8  12.0  

Plantation  11.9  11.5  15.5  1.7  1.5  1.5  14.2  13.3  9.5  

Property – Developer  18.4  13.7  10.2  0.4  0.4  0.4  2.1  2.7  3.6  

Property – REIT  22.4  16.2  14.5  0.9  0.9  0.9  4.2  5.8  6.0  

Renewables  10.2  9.5  8.0  0.6  0.6  0.5  6.2  6.1  6.8  

Technology 28.2  26.1  22.1  5.0  4.2  3.8  17.7  16.2  17.4  

Telco 23.4  22.4  19.3  3.4  3.3  3.2  14.4  14.8  16.7  

Transport – Aviation  NM NM NM 4.6  NM NM NM NM NM 

Transport – Shipping  17.0  19.6  18.0  0.9  0.9  0.9  5.5  4.8  5.2  

Transport – Port  15.4  17.6  14.5  3.2  3.1  2.9  20.8  17.3  19.8  

Utilities 12.8  13.4  12.1  1.1  1.1  1.0  8.7  8.0  8.5  

             

Stocks under cvrg 15.4  15.7  13.5  1.4  1.4  1.3  9.2  8.6  9.6  

Source: Bloomberg pricing, Maybank IBG Research 
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Malaysia’s net foreign sell trend for the equity market has no quick fixes, having 

long pre-dated the pandemic (Fig 59), with only some modest, temporary reversals. 

Foreign net selling of Malaysian equities has been unabated since 2013, and the 

cumulative net sell since 2010 stands at MYR30.3b as at end-Nov 2022. Reasons for 

this continuous downtrend are multiple, and include: i) Malaysia’s sharply reduced 

weightings in global equity indices as faster-growing, large new emerging markets 

like China and India muscle in – for example, Malaysia’s weightage in 

the MSCI Emerging Markets Index has plummeted from a high of almost 20% in 1994, 

to around 1.33% as at end-2021; ii) trapped domestic liquidity, especially re 

government-linked investment companies (GLICs) like EPF and PNB, which 

perpetuates comparatively high market valuations and has the negative knock-on 

of weakening corporate governance discipline; iii) dominance of poorly-managed 

government-linked companies (GLCs) with low profitability that accentuate 

Malaysia’s ‘middle income trap’ issues i.e. being ‘old economy’-dependent, with 

correspondingly weak long-term earnings growth prospects; iv) accelerated 

erosion of Malaysia’s historical political stability premium since the 1MDB scandal 

in 2015, and subsequent frequent changes in government and policy; and v) 

negative sustainability/ESG-related developments across major market sectors 

such as plantations, oil & gas, power generation and manufacturing. As 

underscored by Fig 60, Ringgit fixed income has proven comparatively more 

palatable to foreign investors, being generally unaffected by the aforementioned 

growth issues, and with fiscal debt ratings remaining stable. 

 
In looking to catalyse a reversal of the negative foreign shareholding trend, the 

biggest boost, in our view, would come from sharply reducing the dominance of 

GLCs and GLICs which, by reversing the crowding out of the far more efficient 

private sector, would improve the market’s profitability and governance metrics, 

as well as valuations, liquidity and free-float. Incentivising the IPO of ‘new 

economy’ stocks, not just tech-related but also sustainability-linked industries like 

renewable energy and recycling, would also help. Concerted regulatory action to 

draw a line under Malaysia’s current negative ESG headlines and implement best-

practice sustainability reporting and processes would be a key draw for the rapidly-

growing pool of sustainability-themed AUM globally – see our maiden Malaysia ESG 

Compendium report (“Sustainability: No longer optional”, dated April 8, 2021), 

and the subsequent 2022 Malaysia ESG Compendium refresh (“Shifting into higher 

gear”, dated Nov 29, 2022) for an uninterrupted timeline relating to continuing 

updates and assessments on Malaysia’s sustainability positioning at both the 

country and individual company levels. 

Fig 59: Yearly & Cumulative monthly foreign net buy/(sell)  
since early-2010 (MYR b) 

 

Source: Bursa Malaysia, Maybank IBG Research (chart) 
 

 Fig 60: Regional Foreign Bond Holdings (as % of total) 

 

Sources: Central Banks, CEIC, Maybank IBG Research 
*May official data pending for ThaiGB and KTB 
 

 

Positively, a seamlessly-executed 15th General Elections (GE15) held on Nov 19th 

has helped moderate the elevated political risk premium Malaysia has been 

labouring under since GE14, following which there was a dramatic rise in the 

country’s governance uncertainty and volatility. GE15 ended with a historic 
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outcome with no political coalition securing a simple majority of 112 Parliament 

seats (out of total 222) to form a Federal Government. Pakatan Harapan (PH) 

clinched the highest number of seats at 82 (or 37% of total), followed by Perikatan 

Nasional (PN) at 73 (33%), Barisan Nasional (BN) at 30 (14%), and state-based 

Gabungan Parti Sarawak (GPS) at 22 (10%). Of note: 

 

 Biggest “winner” was PN (led by Islamic party PAS, together with Tan 

Sri Muhyiddin Yasin’s BERSATU) with a sizeable increase in the number 

of seats won at 73 vs. 48 pre-GE15. 

 

 Clear “loser” was BN (led by UMNO) which saw a sizeable fall in the 

number of seats won at 30 vs. 42 pre-GE15. 

 
 Similarly, PH (comprising Anwar Ibrahim’s PKR, together with DAP, 

AMANAH and UPKO, alongside “friendly party” MUDA) lost 8 seats, 

landing at 82 vs. 90 pre-GE15. 

 
 By popular vote, PH won 37.6%, PN obtained 30.2%, and BN 22.2%.  

 
 In the State Assemblies – where just 3 State Assemblies were dissolved 

– there was also no clear winner in Perak (PN: 26, PH: 24, BN: 9; total 

59 seats) and Pahang (PN: 17, BN: 16, PH: 8; total 42 with one yet to 

be contested due to death of a candidate). At Perlis, BN was toppled 

after 5 decades, as PN takes over (PN: 14, PH: 1, BN: 0; total 15). 

 
Since GE14, the number of registered voters has risen by 6.23m (+42%) to 21.17m. 

Of the 21.17m registered voters, 72.9% (15.4m) turned out to cast their votes, as 

compared with 82.3% (12.3m) of the 14.94m registered voters in GE14. 
 
Fig 61: GE15: Share of Parliament Seats  Fig 62: GE15: Share of Popular Vote 

 

 

 
Source: Election Commission, Maybank IBG Research (chart)  Source: Election Commission, Maybank IBG Research (chart) 
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Fig 63: GE15: Parliament Seats by Coalition 

  |--------- Pre-GE15 --------|  |----- GE15 Outcome -----| 

  No. of 
seats 

Sub-total  No. of seats Sub-total 

BN (Barisan Nasional) UMNO 38   26  

MCA 2   2  

MIC  1   1  

PBRS 1 42  1 30 

GPS (Gabungan Parti  

Sarawak) 

PBB 14   14  

PRS 2   5  

PDP 2   1  

SUPP 1 19  2 22 

PN (Perikatan 
Nasional) 

BERSATU 30   24  

PAS 17   49  

STAR (Sabah) * 1   -  

SAPP * -   -  

GERAKAN - 48  - 73 

PH (Pakatan 
Harapan) 

DAP 42   40  

PKR 36   31  

AMANAH 11   8  

UPKO 1   2  

MUDA (friendly) NA 90  1 82 

Others Warisan 7   3  

Independent 4   2  

PEJUANG (Tun M) 4   -  

PBM (Zuraida) 3   1  

PSB (Baru Bian) 1   -  

PBS (Sabah) * 1   1  

MUDA 1   NA  

Sabah Bersatu * -   4  

KDM -   1  

STAR (Sabah) * NA   1  

Vacant 2 23  2 15 

      

TOTAL   222   222 

* Component of GRS (Gabungan Rakyat Sabah); Source: Parliament, Election Commission, Maybank IBG (compilation) 

 

While the now-settled ruling coalition under Prime Minister Anwar Ibrahim, the 

leader of liberal-leaning Pakatan Harapan (PH), does not include the Islamist party 

PAS, the latter’s huge gains (per Fig 63 above) mean it is now the single biggest 

party in Parliament. PAS’ “Green Wave” can be attributed to a combination of a 

stark repudiation of the infighting and corruption-tainted BN, as well as an 

increasingly religiously conservative Malay-Muslim electorate for which its’ aim of 

incorporating Islam into all aspects of society, including politics, law and 

administration, resonates positively. Hence, given the capriciousness of Malaysian 

politics, we would expect the “sin” sectors like gaming and breweries to remain 

under a discounting cloud notwithstanding the PH-led ruling coalition currently 

being in the driving seat re the country’s political and policy direction. 
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2023 Outlook: positioned for outperformance    

 

As articulated by our macroeconomics team in their 2023 Outlook report “2023 

Year Ahead: A Defensive Harbour”, dated Dec 4, global GDP growth is projected 

to slow to 1.7% in 2023 from the lackluster 2.9% in 2022, and well below the sharp 

6% rebound in 2021. The global recession will however be largely due to advanced, 

not emerging, economies (Fig 64). ASEAN itself is emerging as a “defensive harbour” 

against the backdrop of rising global interest rates and potential global recession. 

ASEAN-5 (excl. Spore) GDP growth will slow but remain relatively resilient at 4.7% 

in 2023, down from 5.9% in 2022, and ASEAN will likely grow faster than China (+4%) 

for a second consecutive year. The reasons behind this relative resilience are six-

fold namely: 

 

 Tailwinds from the regional reopening since early 2022 are dissipating but 

still providing positive growth impetus; 

 

 Intra-ASEAN trade is growing at over 30%, partially cushioning the slump 

in exports to the US, EU and China; 
 

 Reconfiguration of manufacturing supply chains from China is increasing 

FDI into ASEAN significantly; 
 

 Global energy and food prices may remain elevated despite the global 

downturn because of the continuing Russia-Ukraine war,  green transition 

and climate shocks; however, some ASEAN countries are net energy 

(Indonesia, Malaysia) and food (Thailand) exporters, and stand to benefit; 
 

 Most ASEAN Central Banks, as mentioned in the first section of this report, 

are tightening monetary policy / interest rates at a more modest pace 

and allowing the economic recovery to strengthen and broaden, with signs 

of peaking inflation helping this narrative; and 
 

 Capital flows from Greater China into a “neutral” ASEAN, especially 

Singapore, has been rising because of US-China rivalry, stricter national 

security regulations and divergent Covid strategies. 

 

Fig 64: Global Real GDP: historical + projections 

 

Source: Bloomberg & CEIC (2022YTD); Maybank IBG Research (World and ASEAN-6 for 2022-2024); IMF and 
Consensus (2022-2024 for others) 

 

The resilient ASEAN growth outlook for 2023E bodes well for corporate 

performance, with the favourable Malaysian earnings growth outlook for 2023E 

articulated in the first section of this report. Notwithstanding aforementioned 

general economic resilience and the strong GDP rebound forecast for 2022E (+8.0% 

YoY; 2021: +3.1%), the historically weak correlation between GDP growth and KLCI 

EPS growth will continue in 2022 per sharp divergence as KLCI earnings is forecast 
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to contract (for the fourth time in the last five years, per Fig 65, dragged by Cukai 

Makmur (CM) as well as sharp earnings contraction for the Gloves sector. However, 

2023E is expected to see positive correlation resume notwithstanding forecast 

decelerating GDP growth (to +4.0% YoY) as CM falls away (only imposed on 

qualifying FY22 corporate earnings and, per Budget 2023, will not be continued) 

and most sectors (ex-Plantations and Gloves) see double-digit earnings recovery, 

as detailed in Fig 58. To recap, ex-Gloves, our research universe’s core earnings 

growth is +13.4% for 2022E and +17.3% for 2023E. 

 

Fig 65: Malaysia: Research universe core earnings growth 

 

Source: Maybank IBG Research  

 

Reinforcing confidence in broad corporate sector health and earnings delivery is 

the strengthening fundamentals for national oil company (NOC) PETRONAS and the 

Malaysian banking sector. Petronas is by far the most valuable GLC (government-

linked company) and a cornerstone of Malaysia’s economy and fiscal position – not 

only is it a Fortune 500 c6ompany but it also enjoys a higher debt rating (A2) from 

Moody’s as compared to the country (sovereign) (A3). The pandemic years were 

tough on the company, as low energy prices resulted in a headline loss of MYR21b 

in FY20 (Dec YE; core net profit ex-impairments was MYR10.5b), which was 

followed by a rebound (in line with recovering oil and gas prices) in FY21, to a 

MYR40b core net profit. At the same time, PETRONAS’ balance sheet was strained 

by both a reduction in cashflows as well as the need to increase its dividend payout 

to the government given the latter’s fiscal challenges. For the past three years in 

a row, actual dividend payout by PETRONAS has far exceeded targeted dividend 

(Fig 66) i.e. 2020: actual dividend payout was MYR34bn v. initially targeted MYR24b; 

2021: actual dividend payout was MYR25b vs. initially targeted MYR18b; 2022: 

doubled actual dividend payout to MYR50b vs. initially targeted MYR25b. 

 

Fortunately for both the company and government fiscal planners, PETRONAS has 

seen a sharp recovery in fundamental strength over 2022, as underscored by 

9MFY22 core net profit of MYR72b (+173% YoY), on track to meet our MYR100b 

target for 2022. The YoY strength was driven by higher oil prices (dated Brent: 

+55% to USD103/bbl) and its production/entitlement (+14%). At the same time, net 

cash has recovered to MYR94b (+46% YoY; this is near-doubling as compared to the 

Sept 2020 low of MYR51b, per Fig 67) while free cashflow (FCF) improved by 63% 

YoY to MYR56b. Positively, all indications are energy prices will remain firm given 

the combination of prolonged structural under-investment in the energy sector 

since 2015, the gathering reopening of China and imposition by the G7/EU of a 

price cap on Russian oil that runs the risk of curtailing global supply. 
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Fig 66: PETRONAS: Dividends vs. crude oil price 

 

Note: *Special dividends: 2019: MYR30b/ 2020: MYR18b/ 2021: MYR7b 
Source: PETRONAS, Maybank IBG Research (chart) 

 

 Fig 67: PETRONAS: Quarterly net cash 

 

Source: PETRONAS, Maybank IBG Research (chart) 
 

 

Given that energy-related fiscal revenues, including PETRONAS dividend, remain 

at above 20% of the government’s total fiscal income (Fig 68), the NOC’s 

rebounding financial prowess is good news for the new coalition government which 

would prefer to focus on cost-of-living issues first, before taking on the more 

challenging and socially sensitive task of fiscal consolidation, which is expected to 

cover both i) rationalization of the country’s subsidy framework - to note, Budget 

2023 - that was tabled on 7 Oct 2022 before the Parliament was dissolved on 10 

Oct 2022 to make way for the 15th general election (GE15) on 19 Nov 2022 - hinted 

at fuel subsidy rationalization via targeted mechanism versus current blanket 

system. This is as the allocation for “Subsidy and Social Assistances” is proposed 

to be reduced by 28.7% to MYR42.0b from MYR58.9b in 2022; and ii) raising taxes 

– this could involve more punitive existing taxes, the introduction of new taxes 

(e.g. capital gains tax, carbon tax) and/or the re-introduction of GST (Goods & 

Services Tax) which, ironically, the PH government abolished when they came to 

power after GE14 in 2018. 

Hence, a rejuvenated PETRONAS (Fig 69), and positive indications re the Prime 

Minister’s focus on addressing leakages, wastages and mismanagement in fiscal 

spending (e.g. requiring open tenders as a rule), is able to provide breathing room 

for the government on the subsidy and tax issues until the coalition is on a more 

stable footing, and economic uncertainties have moderated. Recognising that 

inflation-inducing subsidy rationalization is now likely to be deferred into 2024 at 

the earliest, we have revised downward 2023 inflation forecast to 3.0%, from 4.0% 

previously (see Malaysia CPI, Oct 2022 report “Slowing headline – but rising core – 

inflation”, dated 27 Nov), pending clarity on the new government’s policy on 

subsidy and the re-tabling of Budget 2023 in early-2023. The moderated inflation 

outlook is a stimulus for both consumers/consumption as well as businesses. 

  

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2c83b6924d46199f363991b42afb4ad429cd73645yaCgsVq-WelhyfwylxFL-KpWoJL9QivDgJv_9HOxPBZLn4uG2gHV76NtchwVDRwTprVMwYBeb5HZVHudTmDcl6yL_ekG0pAMCdsCiWIPnee9FTbAlYpDTFjXogmMk9hrR7IsxYeiDMCcSIMjefXzzwMYwGDpo1JTLK7a1baBaQ1SVF2hYy1LoJ08kgaMwN1DgDx2xz_VY4UuI4LnINsP4g%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2c83b6924d46199f363991b42afb4ad429cd73645yaCgsVq-WelhyfwylxFL-KpWoJL9QivDgJv_9HOxPBZLn4uG2gHV76NtchwVDRwTprVMwYBeb5HZVHudTmDcl6yL_ekG0pAMCdsCiWIPnee9FTbAlYpDTFjXogmMk9hrR7IsxYeiDMCcSIMjefXzzwMYwGDpo1JTLK7a1baBaQ1SVF2hYy1LoJ08kgaMwN1DgDx2xz_VY4UuI4LnINsP4g%2C%2C
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Fig 68: Petroleum-Related and Non-Petroleum Revenue (% of Total 
Revenue) 

 

1/ Revised estimates of Budget 2022 projections  

2/ Budget 2023 projections 

Source: Ministry of Finance (Fiscal Outlook 2023) 
 

 Fig 69: Malaysia: PETRONAS and Oil-Related Revenue Highly 
Correlated with Energy Prices 

 

Source: CEIC, Ministry of Finance 
 

It should also be remembered that PETRONAS also has the option to liquidate non-

core assets to raise funding. In early Dec 2019, Petronas raised around MYR6b by 

disposing the following stakes to domestic GLICs: i) 228m shares representing a 

5.1% stake in MISC for MYR1.8b; ii) 59m shares representing a 5.9% stake in 

Petronas Dagangan for MYR1.3b; and iii) 191m shares representing a 9.7% stake in 

Petronas Gas for MYR2.9b. In Dec 2020, Petronas disposed a further 266m MISC 

shares, equivalent to a 5.96% stake, for an estimated MYR1.77b, as well as 140m 

stapled securities, or 7.75% of KLCCP, comprising KLCC Property Holdings Bhd and 

KLCC Real Estate Investment Trust (REIT), for an estimated MYR997mn. As 

articulated in strategy update “A KLCI + fiscal stimulus combo, please (and hold 

the deficit)”, dated 2nd Oct 2019, we had proposed Petronas should reduce its 

stakes in its listed subsidiaries (see Fig 70) to 51%, preferably via exchangeable 

bonds, so allowing continued Petronas management control and earnings / 

cashflow consolidation, whilst also supporting multiple fiscal and capital market 

objectives as follows: 

 Fiscal reserve fund:, we estimate divestments to 51% (i.e. maintaining 

control and consolidation) would generate around MYR14b (Fig 70), which 

could be divvied up to the government for fiscal spending purposes and/or 

into a development fund focused on co-investing in “Industry 4.0” 

projects critical for Malaysia escaping the middle income trap. We note 

Petronas Ventures, the group’s venture capital arm established in 2019 

with an USD350mn allocation for investment in growth stage companies, 

has been investing in strategic start-ups involved in fields such as 

agriculture technology and AI. Further, these investments are also in line 

with the group’s aggressive Sustainability Agenda. With its Net Zero 

Carbon Emissions (NZCE) 2050 pathway announced in Nov 2022, PETRONAS 

has set a near-term target to cap operational emission to 49.5m tonnes 

of CO2e by 2024 in Malaysia and achieve 25% absolute emissions reduction 

Groupwide by 2030 (based on 2019’s baseline). For this, PETRONAS will 

allocate 20% of its capex for decarbonisation projects and expansion into 

cleaner energy solutions over the next 5 years (2023-2036). 

  

https://factsetpdf.maybank-ke.com/PDF/154419_MACRO__43bdef098daa4c879449794c9cc6056d.pdf
https://factsetpdf.maybank-ke.com/PDF/154419_MACRO__43bdef098daa4c879449794c9cc6056d.pdf
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Fig 70: PETRONAS: potential monetization of stakes in subsidiaries 

  Price Market Cap Petronas' Petronas' Value if Implied Sale 
Listed subsidiaries Stock code (MYR) (MYRb) Stake (%) Value (MYRb) 51% stake Sum (MYRb) 
Downstream        
  MISC MISC MK 7.19 32.09 51.0 16.4 16.4 - 
  Petronas Dagangan PETD MK 22.20 22.05 63.9 14.1 11.2 2.8 
  Petronas Chemicals PCHEM MK 8.53 68.24 64.4 43.9 34.8 9.1 
  Petronas Gas PTG MK 16.84 33.32 51.0 17.0 17.0 - 
Others        
  KLCCP Stapled Group KLCCSS MK 6.68 12.06 64.7 7.8 6.2 1.6 

TOTAL: 
 
    99.2 85.6 13.6 

Source: Bloomberg, Maybank IBG Research (compilation as of 09 Dec) 

 

 

Further reinforcing macro and corporate sector resilience is the support of a strong 

banking sector, which has emerged from the pandemic years relatively unscathed. 

As articulated in the banking sector 3Q22 results round-up report (“3Q22 results 

round-up”, dated Dec 7), in terms of asset quality concerns, loans under 

repayment assistance (RA) for the sector have dropped from MYR440b in Oct/Nov 

2021 (25% of total loans) to MYR62b (3% of total) in Oct 2022 (Fig 71), and are 

continuing to see further improvement broad economic and employment recovery. 

 
Application for the URUS (3rd, but targeted loan moratorium) programme closed 

end-Mar 2022, but take-up rates have been very low, given the more stringent 

requirements of having to prove unemployment/salary cuts, tagging on the Central 

Credit Reference Information System (CCRIS) for affected borrowers as well as the 

need to undergo financial counselling with the Credit Counselling and Debt 

Management Agency (AKPK). 

 

Fig 71: MY Banks: Percentage of loans under Repayment Assistance (RA)  

 
 

 

Source: Banks   

 

Even though loans under repayment assistance have declined significantly, banks 

have generally maintained the bulk of the pre-emptive provisions that they have 

built over the past three years.  

In our stress test as detailed in Fig 72 below, we have assumed the following: 

 That total pre-emptive provisions set aside to-date go towards covering 

potential defaults on repayment assistance (RA) loans.  

 A default rate of 20% and a loss given default (LGD) rate of 30%. We think a 

default rate of 20% on the entire RA book is reasonably prudent at this stage, 
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in light of the re-opening of the economy. We also think that an LGD of 30% is 

comfortable, given that anecdotal evidence suggests it averages about 20% for 

consumer loans (bulk of such loans comprise mortgages) and about 40% for 

SME loans. These percentages will vary from bank to bank. 

Based on these parameters, the loan loss coverage, assuming a 20% default in loans 

under repayment assistance, is high, ranging from 150-437%. The banks are, in our 

opinion, more than adequately covered, to weather through an economic 

slowdown in 2023. 

 

Fig 72: Sensitivity analysis on the sufficiency of pre-emptive provisions 

 
 
(MYR'm) ABMB AMMB CIMB HLBK MAY PBK RHB 

Pre-emptive provisions 431 424 2,700 629 1,696 1,747 8,840 

        
Total RA loans (MYR’b) 2.0 4.7 12.2 2.4 18.2 14.6 54.0 

Total loans (MYR’b) 46.9 124.4 406.0 169.5 587.1 373.6 1,707.5 

% RA loans 4.2% 3.8% 3.0% 1.4% 3.1% 3.9% 3.2% 

        
Assumed LGD 30% 30% 30% 30% 30% 30% 30% 

Assumed default rate 20% 20% 20% 20% 20% 20% 20% 

        
Estimated loss on default 118 282 731 144 1,089 876 3,240 

LLC on RA loan defaults 365% 150% 369% 437% 156% 199% 273% 

Source: Maybank IBG Research    

 

Underlying banking system earnings drivers are also favourable going into 2023. Re 

loan growth, in light of the strong loan growth momentum to-date (Fig 73), we 

have raised our post-3Q22 reporting projected loan growth (including overseas 

loans) for our basket of stocks to 6.7% from 5.2% previously. We also raise our 

domestic industry loan growth to 6.2% for 2022 from 5.2% previously, and up our 

2023 forecast to 4.8% from 4.5% before. Related to this stronger asset expansion, 

competition is heating up for cheaper funds even as CASA growth continues to 

taper off amid higher interest rates that are encouraging investors to shift more 

funds into fixed deposits. Industry CASA growth moderated to 4.5% YoY end-Oct 

2022 from 10.9%% end-Dec 2021 (Fig 74), and the industry’s CASA ratio was lower 

at 30.5% end-Oct 2022 from 31.6% end-Dec 2021. We expect the bulk of deposits 

to fully reprice by 1H23, from the rate hikes in 2022. 

 
Fig 73: MY Banks sector: Consumer loan growth  
(YoY, by segment) 

 

Source: BNM 
 

 Fig 74: MY Banks Sector: Total deposits vs. CASA growth 

 

Source: BNM 
 

 

The combination of accelerating loan growth and higher CASA ratios reinforce the 

upside to sector 2022/2023 net interest margin (NIM) that will follow from rising 

interest rates. BNM has raised the Overnight Policy Rate four times this year, and 
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by 25bps each time – on 11 May, 6 July, 8 September and 3 November, taking the 

OPR to 2.75% presently. We are anticipating a further +25bps hike in Jan 2023 

before BNM pauses. Banks have generally benefited from these rate hikes, with 

NIMs expanding by up to 12bps between March and September 2022, to an average 

of 2.38% (Fig 75). Rate hikes generally have a positive short-term impact on bank 

NIMs through higher loan yields on variable rate loans and higher bond yields. 

Funding costs take on average about 3-6 months to normalise, this being the 

common duration of fixed deposits in the system. Fig 76 below sets out the 

estimated impact to banks’ NIMs from a 25bps OPR hike, with an average 1-4bps 

improvement in NIMs, which in turn translates to roughly a 2-3% enhancement in 

earnings for every 25bps increase. 

 

Fig 75: MY Banks: Quarterly NIM (1Q18 – 3Q22)  

 
 

 

Source: Banks, Maybank IBG Research   

 

Fig 76: Estimated positive impact to NIM from a 25bps OPR hike (bps chg) 

 bps  bps 

ABMB 4 HL Bank 4  

AMMB 2-3 Maybank 1-2  

BIMB 2-3 Public Bank 2  

CIMB 2 RHB 3  
 

Source: Banks 

 

 
Industry impaired loans are up 14.3% YTD as at end-Oct 2022. Amid faster loan 

growth, however, the industry’s gross impaired loans ratio has risen just marginally 

from 1.68% end-Dec 2021 to 1.82% end-Oct 2022 (Fig 77). The pick-up in impaired 

loans across the various consumer segments is to be expected, as loans roll off the 

PEMULIH loan moratorium. Positively, loan loss coverage (LLC) averaged a high 

120% in 3Q22 (133% if including regulatory reserves) – further, as at end-2021, pre-

emptive provisions totaled about MYR9.9b for the banks in our coverage, and this 

sum has since declined just marginally by 14% to about MYR8.5b, as banks have 

generally held on to their provisions. Indicatively, these pre-emptive provisions 

would be sufficient to enhance FY23 net profit forecasts by 17%-65%, should they 

be fully written back. 

Capital backing is similarly ample, with October 2022 system CET1 ratio, core 

capital ratio and risk-weighted capital ratios at 14.1%, 14.6% and 17.8%, 

respectively – BNM indicated in its 1H22 Financial Stability Review (FSR) that the 

banking sector had excess capital buffers totaling MYR123b as at end-June 2022. 

As highlighted in Fig 78 below, 3Q22group CET1 ratios were generally comfortable 

at above 14% for all banks (RHB the highest, at 16.4%, underpinning dividend upside) 

except HLBK (which has demonstrated sustained robust asset quality, anchored by 

a mortgage-biased loan book), Maybank (as a result of its recent dividend payments) 

and AMMB, which saw a plunge in its CET1 ratio following the 1MDB-related Global 

Settlement provision of MYR2.83b. Positively, this was replenished in part through 

a MYR800m private placement in April and its CET1 has gradually recovered since 

to 12.2% end-Sept 2022.  
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Fig 77: MY Banks: GIL ratios by segment 

 

Source: BNM, Maybank IBG Research 
 

 Fig 78: CET1 ratios - commercial bank and group levels  
(3Q22) 

 

Source: Banks 
 

 

As important as aforementioned projected earnings recovery and capital levels is 

the banking sectors’ liquidity position. Positively, system liquidity appears ample, 

with Liquidity Coverage Ratio at 141% (Fig 79) as at Oct and loan-to-fund ratio 

stable around 82.5%, while BNM had indicated in its 1H22 FSR that the Net Stability 

Funding Ratio (NSFR) was a healthy 119% as at end-June 2022 (Fig 80). Based on a 

sensitivity analysis done in June by BNM which incorporates the impact of 

significant outflows and bond yield shocks, the LCR and NSFR for the banking 

system remained resilient at 141.3% and 115.5%, respectively. 

 

System liquidity has been buttressed by BNM’s cuts to the Statutory Reserve 

Requirement in March 2020, by 100bps to 2.0%, and easing of related parameters 

(i.e allowing MGS and MGII to be part of SRR compliance – this effective 0% SRR 

ratio is to continue until end-2022). We estimate a liquidity net drain of about 

MYR30-32b from the banking system on the full reversal of such flexibility for banks, 

although pace of adjustment will depend on whether it will be a one-off or phased 

withdrawal, the latter appearing more likely given rising competition for deposits. 

 
Fig 79: Banking system: Liquidity Coverage Ratio (LCR) 

 

Note 1) MYR LCR is calculated based on HQLA and expected net cash outflows denominated in 
ringgit. 2) Overall LCR is calculated based on HQLA and expected net cash outflows 
denominated in all currencies. 

Source: BNM 
 

 Fig 80: Banking system: Net Stable Funding Ratio (NSFR) 

 

Source: BNM 
 

 

 

Moving from macro factors to asset allocation, as indicated in Fig 41, 2022 was as 

difficult a year for fixed income as it was for equity. However, as opposed to the 

bearish bias we adopted for most of 2022, we have a bullish bias moving into 2023 

on regional local currency bonds, as detailed in Fig 81 below. Re highlights, as 

articulated in Fixed Income Strategy report (“Bumpy Ride, Better Return”, dated 

Nov 25): 1) China: Mildly Bullish: Near-term upside risk to yield on growth-friendly 

Covid policy and stimulus, but structural slowdown on the economy and property 

https://protect2.fireeye.com/v1/url?k=23094a82-7cf0e5ca-230dffb4-000babdc86fc-4d224dd223ddc2d3&q=1&e=92eb9e71-cedc-4d03-a44c-a9bc60c60006&u=https%3A%2F%2Fmkefactsettd.maybank-ke.com%2FFACTSETPARTNERS_TD_TRACK%2Fexternal%2Fdownload%3Fq%3D296e4c5023f5c4082598d4c2b4a50481eadda3ff6j4HGgULeHuSQ3HoaugWSJcJO6DNHDmjvctQA8YEDFStZS551Fyin9EPx44G27-Y1PQXcmTq2Q6TzlTO0mObDEKplO2gpK_5tMAvO78G_N65eqTq4PWyDW9tryWmWoH3WvV-P3W3aowZPqV1s8yxUfkLpka207QqbhqbIT2kEJ31NDtt33M5ZSCq0TB-4Evbey6efsDZbRYQZTdluRnK-eQ%252C%252C
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sector remains intact in medium term. We recommend to scale in CGB gradually 

on higher 10y yield toward the 3.00% area, as we expect it to fall back to 2.50 -

2.75% in 2H23. 2) Indonesia: Neutral: We expect BI to hike to a peak rate of 6.00%. 

IndoGB is supported near-term but may underperform UST later on growing risk 

aversion. Net Rupiah bond supply to the market is expected to be higher as burden-

sharing plan expires. 3) Singapore: Mildly Bullish: Supply-demand is slightly positive 

on lower net issuance while demand stays strong. SORA may extend its rise into 

1Q23, but long SGS duration is to stay resilient until new supply from auction. 

 

Re MGS, fixed income head Winson Phoon is staying bullish on expectations of 

growing global macro headwind, which is also reflected in Malaysia’s GDP growth 

forecast to halve in 2023, to +4% YoY. Among key supports, BNM may hike by 

another 25bp in January 2023 but regardless, the OPR hike cycle is nearing the tail 

end. Further, the supply-demand profile of Ringgit bonds appears neutral, as 

detailed in the previous section of this report per healthy / recovering demand 

from pension funds and banks. Re positioning, having long MGS/GII duration 

exposure is key to MYR portfolio allocation, in our view, as global rates dynamics 

may unexpectedly descend from “late cycle” into “end of cycle” pricing. We 

forecast a base case strong 6-8% total return for MYR government bonds in 2023.  

 

A key risk to our bullish view on Malaysian fixed income is upside surprise to the 

terminal Fed funds rate. Looking ahead to the FOMC meeting on Dec 13-14, we 

expect a downshift in the size of rate hike to +50bps following four straight +75bps 

increases. Two more hikes of 25-50bps each are expected in 1Q23, bringing the 

Fed funds rate to around or slightly above 5% which is double the long-run neutral 

of 2.5%. Before contemplating a pause on rate hike, the Fed needs to be satisfied 

with monetary policy having reached a “sufficiently restrictive” level to return 

inflation to its 2% target, but this remains uncertain. Despite slowing the pace, 

failing to restore price stability goal in the next 3-6 months may force the Fed to 

keep hiking at small clips of 25bp which still present upside risk to where the 

terminal rate will land. Nonetheless, there is also a potentially favourable wild 

card scenario for bond investors i.e. amid high inflation and forceful Fed tightening, 

there is a non-negligible chance of a hard landing. US unemployment rate tends to 

rise only slightly entering a recession, but intensify in the subsequent months. 

While not our base case, demand destruction accompanying a hard landing may 

reset inflation expectation and push 10y UST yield down to 2.00% (vs. our base 

case forecasts of 3.25% and 2.75% by end-2Q23 and end-2023, respectively). 
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Fig 81: Fixed income market outlook by country 

 

Source: Maybank IBG Research 

 

In terms of relative attraction of equities over bonds, while extended fixed income 

relative outperformance resulted in the gap between equity yield and 10yr MGS 

yield widening considerably pre-2021, to well above mean (Fig 83), this premium 

narrowed significantly over the past 18 months, primarily due to the sharp increase 

in 10yr MGS yield for most of 2022 on the back of rising interest rates and weaker 

domestic/foreign demand (c.+50bps YTD, to around 4.1%, from 3.6% as at end-

2021 and vs. a peak of 4.5% in mid-Oct 2022), until the recent yield decline over 

4Q22 as inflation concerns moderated. Per Fig 82, our fixed income team is 

forecasting a relatively strong total return of 6-8% for Ringgit government bonds in 

2023 (2022F: +/-1%, 2021: -1.4%). We expect 10y MGS yield to fall toward 3.75% 

by 1H23, with the following quarter-end forecasts: 4Q22: 4.00%, 1Q23: 3.90%, 2Q23: 

3.75%, 4Q23: 3.50%. Nonetheless, we expect equity returns to be even better on a 

combination of strong double-digit corporate earnings recovery (Fig 58) and 

declining political risk premium – as detailed in the following section, our end-2023 

KLCI target of 1,660 implies a market upside of c.12% which, when combined with 

market average dividend yield of c.4%, generates a total shareholder return of 

c.16%. 

 

  



 

December 14, 2022 45 

 

Malaysia 2023 Outlook and Lookouts  

Fig 82: MYR Govt. Bond: Forecasting 6-8% total return in 2023 

 

Source: Bloomberg, Maybank IBG Research 
*As of 24 Nov 

 

 Fig 83: KLCI’s equity premium (over 10Y MGS) at 337bps  
@ 30 Nov 2022 (mean = 245bps) 

 

Source: Maybank IBG Research, Bloomberg 
 

 
Re sovereign ratings, as detailed in Fig 84 below, it was welcome news in June 

2022 when S&P revised Malaysia’s rating outlook back to stable from negative while 

reaffirming the rating at A-. This came after two years of negative outlook that 

had been in place since Jun 2020 at the height of the pandemic. The key rationales 

of outlook increase cited by S&P include strong economic recovery from the Covid-

19 downturn, expectation of medium-term growth prospects that are better than 

other sovereigns at similar income levels, and a continuation of strong external 

position and monetary policy flexibility. These strengths offset the weakness on 

higher indebtedness and weak fiscal performance. S&P thinks that the political 

commitment to resume fiscal consolidation is strong with certainty on 

policymaking as the government reached a compromise with the opposition while 

recognising that the political landscape remains fluid. Note Fitch (BBB+/stable) 

and Moody’s (A3/stable) have maintained both their rating of and outlook for 

Malaysia – hence, all three rating agencies have a stable sovereign rating outlook. 

While not explicitly highlighted, S&P’s outlook increase is likely driven by an 

upgrade of their assessment on Malaysia’s economic profile to a score that is higher 

than pre-Covid. Previously, S&P assessed an economic score of ‘4’ for Malaysia 

based on the initial assessment using GDP per capita, but now it assigns a higher 

economic score of ‘3’ citing “real GDP per capita trend growth above the median 

of sovereigns in the same rating category”. We believe the higher economic score 

has lifted the overall institutional and economic profile of Malaysia in the rating 

matrix, allowing a greater debt headroom for the same A- rating. This is expected 

to reduce Malaysia’s rating sensitivity to government indebtedness and fiscal 

performance going forward (an important point to note given we expect fiscal 

consolidation to be further delayed following the change in government post-GE15), 

and probably explains why both “net indebtedness” and “change in net general 

government debt” no longer feature as key downside triggers. Instead, a net debt 

ratio of <60% (including committed government guarantees) or interest payment-

revenue ratio <10% are now the positive triggers under the upgraded institutional 

and economic profile. Going forward, Malaysia’s rating downward sensitivity will 

be more affected by S&P assessment of growth prospects and effectiveness of 

policymaking, both can be subjective, in our view. 
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Fig 84: Sovereign Ratings: Current Ratings and Triggers 

 

Source: Rating Agencies, Maybank IBG Research 

 

 

Besides macroeconomics and corporate earnings, there is no doubt that politics 

and government policy will also be a key market driver in 2023. 75-year old Prime 

Minister (PM) Anwar Ibrahim leads a unity government comprising the main 

coalitions of Pakatan Harapan (PH, of which Anwar is the chairman), Barisan 

Nasional (BN) and Gabungan Parti Sarawak (GPS). PH has by far the most seats in 

Parliament, at 82, followed by BN’s 30 seats and GPS’ 23 seats – together, the 

coalition has 135 seats in the 222-seat Parliament, a 61% share. A key hurdle for 

the PM (as well as the market) will be a vote of confidence that is expected to be 

called on him on Dec 19th, when Parliament reconvenes.  

 

Both BN and GPS have pledged to fully support Anwar in this vote, and the cabinet 

appointments announced on Dec 2 (Fig 85) reflect their importance re maintaining 

a stable government – among the 28-member Cabinet (reduced from 32 pre-GE15), 

15 ministers haild from PH, 6 from BN, 5 from GPS and 1 each for GPS and an 

independent MP. One of the two deputy prime ministers’ (Fadillah Yusof) is from 

GPS, while the other is from BN (UMNO President Zahid Hamidi) – this is the first 

time in history Malaysia has had two DPMs. Anwar is also taking on the role of 

Finance Minister though this is not expected to be a permanent state of affairs. 
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Fig 85: Malaysia’s New Cabinet 

 

Source: Free Malaysia Today 
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PM Anwar has made clear that addressing cost of living issues will be the top 

economic agenda of his government, with the newly-formed National Action 

Council on the Cost of Living being tasked to come up with related proposals. 

Initiatives to combat corruption and reduce fiscal leakages are also likely to be a 

priority, which will help both the popularity of the government as well as the fiscal 

sums. Less urgent, especially with the economy starting to decelerate and given 

the aforementioned fiscal breathing room provided by a recovering PETRONAS, will 

be the tackling of thornier issues such as cutting back on subsidies and broadening 

the tax base, both of which are structural fiscal drags but also likely to stoke public 

dissatisfaction and crimp growth when revised. Over the medium-term, some 

sectors that may be impacted by the priorities of the new government include: 

 

 Construction: as announced by the PM, all public sector projects will be 

put on tender. For public sector construction jobs, margins (during the 

tender process) will be closely scrutinized (likely high single-digits at most, 

depending on cost escalation clauses). That said, high-value engineering 

during the construction period would enable double-digit margins, 

benefitting players with strong engineering experience. We believe the 

award for the KVMRT3 main civil package, which was indicated to be by 

end-2022, will be deferred by 3 months to allow for further “cost 

transparency” processes. 

 

 Gaming, Tobacco and Alcohol/Breweries: interestingly, during the time 

the PH government was last in power over 2018-2020, enforcement 

against illegal gaming, tobacco and liquor was ramped up, improving both 

the government’s tax take as well as the legal businesses in these sectors 

e.g. for numbers forecast operators (NFOs), sales/draw rose by up to 10% 

in 2018/2019. On the flipside, with the opposition Perikatan Nasional (PN) 

coalition, of which Islamist party PAS is the biggest component, appearing 

to focus on burnishing their credentials as the main defender of Malay and 

Muslim interests, the Anwar government may need to deflect opposition 

denunciations relating to these “sin” sectors by pre-emptively adopting a 

harder line towards them itself – an example of this is his recent decision, 

as Finance Minister, to reduce the number of special draws by NFOs to 

just 8 times per year from next year onwards, from the present 22. Hence, 

we would expect gaming and brewery stocks in particular to be 

discounted for heightened policy risk. 
 

 Plantations: under PH’s alternative (shadow) Budget 2023 as shared 

before GE15, one proposal was to revert the windfall profit levy for Sabah 

and Sarawak to the original rate of 1.5% (on FFB) vs. the current rate of 

3.0%. Further, with the industry seeing a sharp increase in costs over 2022, 

a windfall profit levy threshold revision should be considered i.e. a 

RM500/t increase such that the thresholds for Peninsula Malaysia and East 

Malaysia would rise to MYR3,500/t and MYR4,000/t, respectively (from 

MYR3,000/t and MYR3,500/t currently). If these adjustments come to pass, 

it would provide a tangible upside to the earnings of planters. 
 

 Tolled highways: we believe the new administration will fast-forward the 

restructuring of tolled highways, especially urban highways like the NPE 

and BESRAYA which straddle densely populated areas, as well as high-

volume intra-urban highways like the NSE (North-South Expressway) and 

ECE (East Coast Expressway). This dovetails with the government’s 

immediate focus on assisting with cost of living. Note the restructuring of 

BESRAYA and LEKAS are already underway; we believe the restructuring 

of the NSE must be concurrent with that of the WCE (West Coast 

Expressway), with toll rates needing to be “synchronized” to avoid a 

negative impact on the latter (in terms of traffic volumes). 
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 Banking: the new government should be relatively neutral for the sector 

unless it decides to implement another loan moratorium, just as promised 

in the opposition PN’s manifesto. However, a loan moratorium for 

consumers is highly unlikely while SME loan moratorium would not have a 

large impact since SME loans make up just 15-20% of total banking system 

loans. Measures to improve household wealth and consumption should 

provide incremental support to loan growth and asset quality. 
 

 Consumer: the new government is not expected to have any direct 

negative impact on the consumer sector with the exception of a potential 

revision in poultry subsidies and extension in poultry price controls. 

Current poultry subsidies and price controls are supposed to end on 31 

Dec 2022 but they are expected to be extended once again. If poultry 

retail/ex farm prices are lowered in the next revision or if poultry 

subsidies per chick/egg are lowered, this will be negative for the poultry 

industry and exacerbate supply shortage issues. 
 

 Telcos: as was anticipated should PH come to power, the country’s 5G 

rollout, to be spearheaded by state-controlled Digital Nasional Berhad 

(DNB) is now under review given it was not structured in a transparent 

manner and there have been various concerns raised in relation to pricing 

and costs. To recap, DNB is a 5G single wholesale network which is the 

sole entity mandated to roll out 5G nationwide, with telcos needing to 

lease access to the network from DNB. It is unclear at this juncture 

whether the review is on the establishment of DNB itself, or the DNB 

equipment contract with Ericsson (which would be difficult to reverse). 
 

 E-government/MyEG: although unlikely, we cannot entirely eliminate the 

possibility of the new government reviewing the current concessions on 

the e-government services provided by MyEG i.e. relating to transport, 

immigration, registration and DBKL, among others. This is due to the fact 

that MyEG has been enjoying strong net margins of c.50% for the longest 

time. The latest extension on its concessions was done back in 2020, 

where the group received a 3-year extension up until May 2023. That said, 

the reintroduction of GST, should it transpire, might benefit MyEG as they 

were previously involved in the GST monitoring project. 

 

On the other hand, a now more stable government should also allow for greater 

focus and expedited execution on pending policy guidance / finality for a slew of 

large economic sectors, as detailed in Fig 86 below. Such policy clarity would, 

hence, be a significant economic stimulus and re-rating catalyst for broad swathes 

of the equity market, especially as many of these pending investments (e.g. airport 

expansions, fiber broadband coverage/quality improvement) are high-multiplier in 

nature, utilizing predominantly domestic labour and capital inputs. 
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Fig 86: Malaysia sector-specific regulatory lookouts 

Sector Lookouts Comments 

Aviation 
New Operating 
Agreement 

MAHB’s current Operating Agreement (OA) prescribes set Passenger Service Charges (PSC) regardless of the 
amount it invests/re-invests in airports. MAHB has been touting a new OA. The new OA may be anchored on 
a Regulated Assets Base (RAB) model that will set PSC depending on the amount it invests/re-invests in 
airports. This will essentially guarantee MAHB a set ROI. Its' implementation has been delayed since 2019. 
That said, Malaysian Aviation Commission (MAVCOM) released its first consultation paper regarding the new 
OA in Aug 2022. It is expected to release the second consultation paper regarding the new OA in Jan 2023.  
Hopefully, the new OA can be finalised soon after that. 

Banking Restoration of the SRR 

In May 2020, BNM allowed banks to use Malaysian Government Securities (MGS) and Malaysian Government 
Investment Issues (MGII) to meet the 2% Statutory Reserve Requirement (SRR). This flexibility was part of 
BNM's continuous efforts to ensure sufficient liquidity to support financial intermediation activity, 
particularly during the Movement Control Order (MC) period. This flexibility ends on 31 Dec 2022, and banks 
will have to restore the 2% SRR with BNM, which is interest free. As such, competition for deposits has 
heated up, and some pressure on NIMs is to be expected in the near term. 

 

Consumer 
Poultry industry price 
controls and subsidies 

The price ceiling/control on chicken and eggs for retailers and poultry farmers, along with the rate of 
government subsidies on poultry products are set to end by 31 Dec 2022. With elevated cost of production 
fueling imbalances of poultry product demand and supply, we believe that the government may continue to 
support the poultry industry by extending the price ceiling and subsidies into 2023. At present, there is no 
indication as to whether there will be changes made to the rate of subsidies, however, any subsidy reduction 
without an equal lift in price controls on chicken and eggs will negatively impact all poultry farmers' 
earnings.   

Plantation 

Expediting foreign 
workers re-hiring 

The much-needed foreign workers (especially those from Indonesia) has been slowly trickling into the 
country, the slow speed in part due to logistic bottlenecks. The government can also play a  bigger role in 
expediting the process by working hand-in-hand with the foreign government counterparts in ensuring that 
all foreign workers entering the country are free from debt bondage or unknown hidden fees charged by 
middle men .   

Reviewing windfall and 
State taxes? 

Under Pakatan Harapan’s alternative Budget 2023 shared before the recent general election, one of the 
proposals were to revert the windfall profit levy for Sabah and Sarawak to the original rate of 1.5% (on FFB) 
from the current rate of 3% (on FFB). Furthermore, as the sector faces further cost pressures in 2022, 
another revision of the windfall profit levy threshold by RM500/t is said to be considered too. CPO price 
threshold for windfall profit levy could be raised to MYR3,500/t (from MYR3,000/t) for Peninsular Malaysia 
planters, and MYR4,000/t (from MYR3,500/t) for Sabah and Sarawak planters. 

Property 

Higher stamp duty 
exemption of 75% (from 
50%) for properties 
priced between 
MYR500k/unit to 
MYR1m/unit (Budget 
2023). 

The Government has raised the stamp duty exemption by +25ppts, to 75% (from 50%) for properties priced 
between MYR500k/unit to MYR1m/unit during the Budget 2023 announcement. Other policy easing measures 
announced before Budget 2023 include: i) the removal of Real Property Gains Tax (RPGT) for the disposal of 
real estate in the 6th year onwards (from 5% for Malaysian individuals and 10% for foreigners) and ii) stamp 
duty exemption on instruments of transfer and loan agreement for first time home buyers for residential 
properties up to MYR500k/unit until Dec 2025. 

 

Telco Policy clarity 

A change of government means policies are again under review, notably Malaysia's 5G rollout. At the time of 
writing, it is unclear which aspect of DNB is under review. We believe further clarity should be forthcoming 
in the coming weeks. Separately, the ongoing review of access pricing for fibre broadband remains 
unconcluded. There has also not been any indication whether Phase 2 of JENDELA (the regulator-led 
infrastructure rollout initiative), which is scheduled to begin in 2023, would continue. The aggressive fibre 
rollout has contributed to the strong uptake for fibre broadband in recent years. 

Infrastructure 
 

Highway concession 
restructuring 

ALR's successful take-over of Gamuda's 4 highway concessions in Oct 2022 - which resulted in no cash 
outflow nor financial obligation (guaranteed debts) by the Government - will be the model for future 
restructuring of highway concessions in the country. We think IJM’s BESRAYA, NPE, LEKAS and WCE could be 
next. The restructuring of tolled highways is likely to gather momentum under the new Government with 
addressing the "cost of living" being a key priority. 

Ports capacity 
expansion delay 

Westports 2 expansion plan, which will double the port's container handling capacity to 28m TEUs, has been 
delayed by almost two years pending the finalisation of its concession agreement with the government. This 
has held back the fundraising timeline for the project which may cause Westports to miss the window for 
securing lower cost funds/strategic partners as shipping liners are actively looking to invest in strategic 
assets amidst the industry's pandemic profit bonanza. 

Utilities 
ICPT developments and 
new regulatory period 
for gas 

With coal prices remaining extremely elevated, investors' attention would again centre on the upcoming 
ICPT announcement for 1H23. Another successful pass-through would further reinforce the integrity of the 
mechanism, thus further alleviating the associated overhang. Separately, the new regulatory period for gas 
utilities will begin in 2023. Given the regulator’s generally non-punitive stance, we do not expect a material 
decline in regulated returns for both gas utilities. However for Petronas Gas, we expect a decline in the 
transportation tariff given the scheduled sliding weighted-average of the transportation asset base.   

 Source: Maybank IBG Research  
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Following on from the above, we flag 5 market thematic ideas that bear watching, 

and the leveraging of which could potentially deliver significant relative 

outperformance for appropriately-positioned investors: 

 

Thematic 1: GLC Restructuring 

One of the expectations of the new government is that it will, given its overarching 

ambitions of improving the country’s distribution of income and overall corporate 

efficiency, adopt a tougher stance towards monopolistic and cartel-like industries. 

PM Anwar’s recent request to Bernas - the company that has a rice import 

concession monopoly from the government that was extended for another 10 years 

(to 2031) by the previous government in 2020 - to assist smallholder rice farmers 

via a profit-sharing scheme, even as Bernas renegotiates its existing rice import 

concession with the government, appears to signal that other similarly “privileged” 

companies, especially long-coddled Government-linked companies (GLCs), should 

be prepared for changes in how they are managed and what advantages they enjoy.  

Notwithstanding their relative underperformance over the past decade, GLCs 

continue to dominate the KLCI, contributing around 35%-40% of KLCI market 

capitalisation (Fig 87) – this is ex-IHH, which we no longer consider a GLC following 

Khazanah’s sale of a 16% stake in Nov 2018 to Mitsui (which is now the largest 

shareholder). Note there were no GLC-related constituent changes in the most 

recent semi-annual review of the 30-stock KLCI in Dec 2022 (when AMMB and QL 

were included, while Hartalega and Top Glove were removed). Government-linked 

investment companies (GLICs) such as EPF, PNB, Khazanah and KWAP dominate the 

shareholder lists of these GLCs, while state oil & gas corporation Petronas, which 

is wholly-owned by the government, holds majority stakes in its listed downstream 

operations. The GLCs are asset-rich and dominant in key economic sectors such as 

banking, telcos, power, property and plantations, but have broadly 

underperformed their non-GLC, privately-controlled sector peers based on 

efficiency and profitability metrics for decades. 

While Malaysia, under the oversight of Khazanah, launched a GLC Transformation 

(GLCT) Programme in 2004, introducing initiatives such as key performance 

indicators and board-composition reform in a bid to improve accountability and 

performance, the more tangible result over the programme’s 10-year course was 

greater scale, not improved efficiency or shareholder returns. Such GLC dominance 

effectively crowds out private capital, which is ceteris paribus, accepted as being 

more efficient, competitive and value-generative for the broad economy. In 

parallel, GLICs are a reliable share price support, displacing more hardnosed 

private sector investors and distorting capital-market signaling that is essential to 

optimizing capital allocation and value-creation discipline.  

 

Bearing in mind the lessons learned from GLCT1, we would advocate a second and 

more aggressive transformation programme (i.e. GLCT 2.0), that focuses on the 

matching of capable, performance-linked and empowered management teams 

with these asset-rich but efficiency-lacking entities. Given their outsized 

weightage in not only the equity market but also the broader economy, such GLC 

reforms, if properly executed, represent the most tangible and internally-driven 

opportunity to reinvigorate Malaysia’s broad economic dynamism.  
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Fig 87: KLCI’s constituent ownership by controlling shareholders/GLCs/GLICs + the 5 stocks in reserve list 

  Company Stock code Market Cap Non-GLC/GLIC 
major sh. (%) 

EPF Khazanah PNB KWAP Petronas 
% total 

Total    
(MYRb) (%) (%) (%) (%) (%) (MYRb) 

1 Maybank MAY MK 104.8   12.9   45.3 4.4   62.6 65.6 

2 Public Bank PBK MK 85.6 21.6 14.6   2.4 4.1   42.7 36.5 

3 Petronas Chemicals PCHEM MK 68.2   8.6   6.1 2.7 64.4 81.8 55.8 

4 CIMB CIMB MK 60.3   13.0 24.1 14.1 6.5   57.6 34.7 

5 Tenaga Nasional TNB MK 53.7   15.7 25.5 17.8 7.3   66.3 35.6 

6 IHH Healthcare IHH MK 52.8 32.8 10.1 25.9 1.5 3.4   73.7 38.9 

7 DiGi.Com DIGI MK 45.9 66.2 9.8   6.7 2.4   85.1 39.0 

8 Hong Leong Bank HLBK MK 44.7 61.8 9.5   3.0 1.5   75.8 33.9 

9 Press Metal PMAH MK 39.9 33.4       0.9   34.3 13.7 

10 Petronas Gas PTG MK 33.3   14.5   9.4 10.0 51.0 84.9 28.3 

11 MISC MISC MK 32.1   12.6   7.3 5.4 51.0 76.4 24.5 

12 Nestle (M) NESZ MK 32.1 72.6 8.7     1.1   82.5 26.4 

13 Maxis MAXIS MK 30.4 62.3 11.9   10.4 1.5   85.9 26.1 

14 Sime Plantations SDPL MK 30.1   13.8   55.5 6.6   75.9 22.8 

15 Axiata Group AXIATA MK 28.4   16.7 36.7 18.0 2.9   74.4 21.1 

16 PPB Group PEP MK 24.9 50.5 9.9     0.9   61.4 15.3 

17 RHB Bank RHBBANK MK 23.8 10.1 41.2   7.4 5.3   64.1 15.3 

18 IOI Corp IOI MK 23.7 50.4 10.1   7.6 3.3   71.4 16.9 

19 KL Kepong KLK MK 22.4 47.7 10.2   7.8 0.6   66.3 14.9 

20 Petronas Dagangan PETD MK 22.1   12.1   9.4   63.9 85.5 18.8 

21 Hong Leong FG HLFG MK 21.1 77.5 3.1     2.3   82.8 17.5 

22 Telekom Malaysia T MK 20.7   15.3 20.2 16.9 10.3   62.7 13.0 

23 MR. D.I.Y. MRDIY MK 19.5 63.7 1.8   2.3     67.7 13.2 

24 Genting Bhd GENT MK 16.8 42.8           42.8 7.2 

25 Genting (M) GENM MK 15.0 49.4           49.4 7.4 

26 Sime Darby SIME MK 14.9   10.8   48.6 7.9   67.2 10.0 

27 AMMB Holdings AMM MK 14.0 33.5 9.6   8.2 1.4   52.7 7.4 

28 QL Resources QLG MK 13.5 63.8 5.1   1.3 2.3   72.4 9.8 

29 Dialog DLG MK 13.0 19.1 14.4   3.1 9.3   46.0 6.0 

30 Inari Amertron INRI MK 10.0 12.1 10.4   2.9 9.4   34.8 3.5 

  TOTAL 966.3        643.1 

            

31 Westports WPRTS MK 12.3 66.0 8.7   2.3 6.9   83.8 10.3 

32 Msia Airports MAHB MK 10.5   15.7 33.21 6.4 6.2   61.5 6.5 

33 Gamuda GAM MK 10.3   15.3   16.0 5.7   37.0 3.8 

34 Time Dotcom TDC MK 8.9   5.6 19.4 2.5 5.8   33.3 3.0 

35 Fraser & Neave FNH MK  7.8   13.2   9.3 2.3   24.8 1.9 

Note: GLCs in blue highlights; inclusion for Dec 2022 KLCI revision in green highlights 
Source: Bloomberg, Maybank IBG Research (compilation as of 09 Dec) 

 

Post-GE14 changes in leaderships at key GLICs, such as Khazanah and PNB, in 

tandem with regulatory changes in sectors like telcos and power, this was seen as 

an opportunity for flow-through comprehensive restructuring of GLC management 

teams and corporate structures (i.e. streamlining, asset disposals). The matching 

of capable, performance-linked management with the asset-rich but efficiency-

lacking GLCs is the biggest opportunity to reinvigorate Malaysia’s broad economic 

dynamism, as well as equity market performance given aforementioned pervasive 

GLC influence re the market and the broader economy as a whole.  

However, despite these leadership changes, anticipated reforms of these sprawling, 

underperforming GLCs that these funds control have been extremely slow in 

coming. Given GLCs collectively account for more than a third of KLCI market 

capitalisation, their poor operating performance has been a key drag on overall 

equity market performance. With the previous change in government in March 2020, 

the new PN governing coalition made their own appointments to the GLC and GLIC 

management teams, further delaying reforms. Over 2020, we saw CEO changes at 

PNB and Petronas - early 2021 saw a new CEO at EPF, while a new CEO was 

appointed for Khazanah in 3Q21. The executive chairman of the SC resigned in 

April 2022, being replaced by a UMNO politician and former finance minister. 

Changes have also been made in the past at other GLCs/GLICs, and among 



 

December 14, 2022 53 

 

Malaysia 2023 Outlook and Lookouts  

regulators such as Bursa Malaysia (note appointment of respected technocrat Tan 

Sri Abdul Wahid Omar as new chairman in April 2020) and Bank Negara as well. 

Sovereign wealth fund Khazanah, which has controlling stakes in key Malaysian 

GLCs (Fig 88), had seen two changes in leadership post-2018’s GE14. In Aug 2018, 

ex-EPF CEO Shahril Ridza took over from Tan Sri Azman Mokhtar, Khazanah’s CEO 

since 2004. Following the expiry of his contract, Shahril decided to pursue personal 

interests, and has since been replaced by Amirul Feisal, Maybank’s ex-Group CFO. 

Khazanah is a key barometer for the pace and efficacy of GLC reform. As 

underscored by the 2018 MYR8.4b IHH stake disposal to Mitsui, and subsequent 

placing out of shares in investee companies like CIMB, Khazanah has split its 

investment portfolio into two categories, i.e. ‘strategic’ for companies where it 

will want to maintain control (i.e. Tenaga, Telekom, MAHB as well as unlisted PLUS 

and MAS) and ‘investment’ where there is no need to maintain dominant 

shareholding (i.e. IHH, CIMB and Astro). 

Unfortunately, the announced return thresholds for the two classifications are 

underwhelming and prima facie hardly a spur to management to raise their game 

i.e. for holdings classified as commercial, targeted return is equivalent to the 

Malaysian CPI + 3% (i.e. 5-6% in total) on a five-year rolling basis, while holdings 

classified as strategic are required to return the equivalent of the 10-year MGS 

(currently 4.3%) on a similar five-year rolling basis.  

At the same time, Khazanah’s portfolio restructuring efforts have had mixed 

success. A planned merger between UEM Sunrise and privately-controlled Eco 

World Development announced in Oct 2020 was subsequently called off in early 

2021. Further, no new plans have been announced re ending the perennial cash 

burn at beleaguered national airline MAS. More positively, a proposed merger 

between Khazanah-controlled mobile telco Axiata and its local Telenor-controlled 

competitor DiGi was, notwithstanding pushback from various quarters, completed 

on 30 Nov 2022. Axiata and Telenor will each hold equal stakes of 33.1% 

respectively in MergeCo, which will continue to be listed and will have a combined 

pre-synergy equity value of close to MYR50b. There are also market expectations 

that Mitsui, as part of a potential privatization effort, may bid to acquire 

Khazanah’s remaining stake in IHH, providing a clean, all-cash exit. 

How Khazanah proceeds to execute on the above restructurings, as well as the ESG 

/ sustainability thematic that is now a major investment consideration for all 

stakeholders, will set the tone for broader GLC reform appetite, including how 

aggressively peer GLICs like PNB, EPF and KWAP are willing to evolve from being 

historically passive, politically-affected investors, into ROI-centric “activist” 

shareholders with a hands-on approach to concurrently advancing their ESG / 

Sustainability agendas. (Note EPF, KWAP and Khazanah are signatories to the UN 

Principles for Responsible Investment, with EPF taking the ostensible lead on 

implementation of these principles – see Thematic 4 below for more details.) 
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Fig 88: Khazanah: key holdings in Malaysian corporates 

Stocks Ticker Portfolio 
Market 
Cap. 

(MYRb) 

Khazanah 
stake 
(%) 

Market 
valuation 
of stake 
(MYRb) 

Comment 

CIMB CIMB MK Commercial 60.3 24.1 14.5 Placed out 105mn shares in April 2022 
Tenaga TNB MK Strategic 53.7 25.5 13.7 Has seen stake rationalisation in the past 
IHH IHH MK Commercial 52.8 25.9 13.7 Sold 16% stake to Mitsui in Nov 2018 
Axiata AXIATA MK Commercial 28.4 36.7 10.4 Has signed agreement to merge with DiGi.com 
Telekom T MK Strategic 20.2 20.1 4.1 Has seen stake rationalisation in the past 
MAHB MAHB MK Strategic 10.5 33.2 3.5 Has seen stake rationalisation in the past 
Time dotCom TDC MK Commercial 8.9 19.4 1.7 Attempted sale in the past 
Astro ASTRO MK Commercial 3.7 20.7 0.8 Thought to be looking for a buyer for its stake 
Farm Fresh FFB MK Commercial 3.0 11.8 0.3 IPO'd on 22nd March, 2022 + raised RM1b 
UEM Sunrise UEMS MK Commercial 1.4 69.6 1.0 Proposed merger with EcoWorld called off in Jan 2021 
UEM Edgenta UEME MK Commercial 0.9 69.1 0.6 Held via wholly-owned UEM Group 
MAS - Strategic - 100.0 - Unlisted; held under wholly-owned UEM Group 
PLUS - Strategic - 51.0 - Unlisted; held under wholly-owned UEM Group 

TOTAL     64.2 

Compared with Khazanah's end-2021 Realisable Asset 
Value (commercial + strategic funds) of MYR134b 
(2020: MYR125b) and Net Worth Adjusted of MYR86b 
(2020: MYR79b)    

Source: Bloomberg, Company Website, Maybank IBG Research (compilation as of 09 Dec) 

 

National Equity Corporation PNB, with an estimated MYR350b assets under 

management (AUM), also has controlling stakes in some of Malaysia’s largest and 

most important companies, including the largest banking group Maybank and the 

de-merged Sime Darby group of companies (Fig 89). Following GE14, former Bank 

Negara governor Tan Sri Dr Zeti was appointed group chairman of PNB in June 2018, 

replacing Tan Sri Abdul Wahid Omar. In October 2019, Jalil Rasheed, formerly the 

CEO of Invesco (Singapore), replaced Abdul Rahman as CEO of PNB, the latter 

moving on to become the chairman of Sime Darby. Jalil subsequently resigned from 

PNB in June 2020, with his replacement being Ahmad Zulqarnain, previously deputy 

managing director with Khazanah. 

Similar to Malaysia-centric Khazanah’s growth strategy going forward, PNB is also 

looking to increase the share of overseas assets in its investment portfolio i.e. to 

diversify and reduce country and currency concentration risk. A focus on growing 

offshore assets has worked well for EPF, the private sector pension fund with 

c.MYR1t in AUM as at end-2021 (Fig 53); 36% of which is overseas investments). EPF 

has achieved stable dividend payouts over the past few years, despite weaker 

Ringgit asset returns. This is attributed to the stronger ROI generated by its non-

Ringgit, multi-asset investments offshore. While PNB has executed some strategic 

divestments - most recently, it sold its 56.3% stake in listed Chemical Company of 

Malaysia (CCM) in Nov 2020 to privately-controlled plantation and industrial 

chemicals group Batu Kawan for MYR293mn – these have been for its more 

peripheral investments and not its anchor holdings per Fig 89 below. 

 

Fig 89: PNB: key holdings in Malaysian corporates 

Stocks Ticker 
Market Cap. 

(MYRb) 
PNB stake 

(%) 
Market value of 

stake (MYRb) 
Comment 

Maybank MAY MK 104.8 45.3 47.5 Malaysia's largest banking group by assets and profits 
Sime Plantations SDPL MK 30.1 55.5 16.7 World's largest palm oil plantation company by planted area 
Sime Darby SIME MK 14.9 48.6 7.3 Auto-centric conglomerate; also trading/industrial/logistics 
UMW UMWH MK 3.9 60.5 2.4 Auto-centric conglomerate; also equipment and M&E 
Sime Property SDPR MK 3.2 57.3 1.8 Malaysia's largest property developer in terms of land bank 
SP Setia SPSB MK 2.8 60.9 1.7 Launched the takeover offer for SP Setia in 2011 
CCM Duopharma DBB MK 1.5 52.2 0.8 Manufacturer and distributor of pharmaceuticals/medicines 
Velesto VEB MK 1.3 53.8 0.7 Largest jack-up drilling rig player in the country 
MNRB MNRB MK 0.7 54.7 0.4 National reinsurance company; also Takaful operations 

TOTAL  
  

79.2 
Compared with PNB's end-2021 Assets Under Management of 
MYR338b (2020: MYR320b)  

Source: Bloomberg, Company Website, Maybank IBG Research (compilation as of 09 Dec) 
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Should the aforementioned relatively new management teams at Khazanah and 

PNB begin to restructure their mostly-listed domestic investments in earnest, this 

would be a major catalyst for the KLCI, especially if peer funds like EPF and KWAP 

also follow suit and become more “activist” with regards stewardship of their 

investee companies. There would be significant value-creation potential from 

disposal of assets, many of which currently incur a ‘GLC discount’ that weigh on 

GLIC returns, especially if these assets come under new, private sector 

management. At the same time, the decline in GLIC influence on the equity market 

(as they steadily reallocate more of their AUM offshore, as EPF has already done) 

would improve market free-float and allow for more optimal price discovery, 

especially in relation to underperforming GLCs. 

In nudging the GLICs towards a more aggressive management style that should 

drive improved return on investment on their GLC investments (while also 

generating significant positive economic externalities), the government launched 

the PERKUKUH programme in Aug 2021, a strategic fundamental review to optimise 

the GLIC setup, including defining the role of government in business and economic 

development, the purpose, role, mandate, and objectives of the overall GLIC 

program and individual GLICs, as well as governance and coordination mechanisms 

across GLICs to drive priorities linked to the national agenda. The five key target 

outcomes for PERKUKUH are: i) sharpened focus and clarity on the distinct 

mandates of SWFs and institutional investors (see Fig 90 below); ii) enhanced 

development focus and catalytic investing to spur new growth; iii) crowding-in of 

private sector and streamlined role of government in business; iv) future-proof 

GLICs with best-in-class governance, capabilities, and strategies; and v) 

strengthened social safeguards for the people and fiscal resilience for the country. 

Of particular note among some of the 20 initiatives to be realized are generating 

scale benefits from pooled asset management, establishing sustainable investing 

standards and EPF’s establishment of a green investing opt-in fund. PERKUKUH 

initiatives will be rolled out in phases and are targeted for completion by 2024. 

Initiative leads and working team members from both the government and GLICs 

have been identified to drive the implementation of each initiative. LAKSANA (a 

unit of the MOF) has been appointed as the overall Program Management Office 

and implementation coordinator, with implementation overseen by a Steering 

Committee chaired by the MOF. 

Fig 90: Malaysia: Top-yield stocks 

 

Source: GLICs, PERKUKUH team analysis 
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Thematic 2: Inflation and Interest Rates 

As articulated earlier in this report, there are encouraging signs that headline and 
core inflation may have peaked in some ASEAN countries (Fig 91). The respite will 
provide some breathing room to central banks to moderate the pace of tightening 
and rate hikes in 2023. Singapore’s headline and core inflation may have peaked 
at +7.5% and +5.3% respectively in September. In Thailand, headline inflation has 
receded to +6% in October, significantly below its peak of +7.9% in August. 
Indonesia’s headline inflation eased to a 3-month low of +5.4% in November as food 
prices eased, from the peak of +6% in September following the fuel price hike. In 
sum, the more modest monetary policy tightening that has been and will continue 
to be the case for ASEAN (Fig 92) will limit the interest rate shock to / drag on 
consumer spending and business. For Malaysia, political realities mean that 
inflation-inducing subsidy rationalization is now likely to be deferred into 2024 at 
the earliest - we have thus revised downward 2023 inflation forecast to 3.0%, from 
4.0% previously (see Malaysia CPI, Oct 2022 report “Slowing headline – but rising 
core – inflation”, dated 27 Nov), pending clarity on the new government’s policy 
on subsidy and the re-tabling of Budget 2023 in early-2023. 

 
Fig 91: ASEAN-6: Headline Inflation vs. the US 

 

Source: CEIC 
 

 Fig 92: ASEAN-6: Monetary Policy Tightening vs. the Fed 

 

Source: CEIC 
 

 
Nonetheless, while ASEAN appears to have a good handle on internal / domestic 
demand-supply dynamics, externally-transmitted price pressures remain a risk, 
especially via higher energy, food and logistics costs. The IMF global commodity 
price index is “choppily” rolling over, in turn leading to “toppish” global producer 
prices, signaling the prospect of peaking and easing in “cost-push” global inflation 
rate as per headline and core consumer prices (Fig 93). In addition, indicators such 
as the New York Fed’s Global Supply Chain Pressures Index and the Global 
Manufacturing PMI – Supplies Delivery Time are also moderating, pointing to 
improvements in supply chain bottleneck / logistics conditions i.e. dissipating 
“supply-shock”-led inflation. However, there are risks of inflation persisting 
despite peaking, resulting in the outlook of moderating inflation rates in 2023 being 
tempered by consumer prices still being higher than central banks’ inflation 
targets or remaining above historical average 

We see risk of persistent inflation from the inter-connected multiple inflation 
drivers that span over multiple time horizons i.e. 

 Cyclical, Country-Specific and Short Term e.g. pent up demand/spending and 
tight job market from economic re-opening; recurring supply chain disruptions due 
to China’s rolling lockdowns under the Zero COVID-19 policy; actual and 
prospective subsidy cuts in Malaysia and Indonesia; minimum wage hikes across 
ASEAN; Singapore’s GST hikes in 2023-2024; “food protectionism”.  

 Geopolitics and Medium Term e.g. prolonged Russia-Ukraine conflict thus 
extended global commodity supply and price risks; costly and disruptive 
persistence and escalation of US-China geo-economic tension and fragmentation 
as per “Tech War” under President Biden after “Trade War” under President Trump.  

 Structural and Long Term e.g. de-globalisation due to geo-political tensions and 
geo-economic fragmentations; costs of dealing with supply chain resilience issue 
and security risks (e.g. food security; “Just-in-Case” vs “Just-in-Time” & “mean” 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2c83b6924d46199f363991b42afb4ad429cd73645yaCgsVq-WelhyfwylxFL-KpWoJL9QivDgJv_9HOxPBZLn4uG2gHV76NtchwVDRwTprVMwYBeb5HZVHudTmDcl6yL_ekG0pAMCdsCiWIPnee9FTbAlYpDTFjXogmMk9hrR7IsxYeiDMCcSIMjefXzzwMYwGDpo1JTLK7a1baBaQ1SVF2hYy1LoJ08kgaMwN1DgDx2xz_VY4UuI4LnINsP4g%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2c83b6924d46199f363991b42afb4ad429cd73645yaCgsVq-WelhyfwylxFL-KpWoJL9QivDgJv_9HOxPBZLn4uG2gHV76NtchwVDRwTprVMwYBeb5HZVHudTmDcl6yL_ekG0pAMCdsCiWIPnee9FTbAlYpDTFjXogmMk9hrR7IsxYeiDMCcSIMjefXzzwMYwGDpo1JTLK7a1baBaQ1SVF2hYy1LoJ08kgaMwN1DgDx2xz_VY4UuI4LnINsP4g%2C%2C
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inventories vs “lean” inventories) as well as transition to sustainability; 
ageing/declining population and peaked/declining working age population 
affecting productivity-wage growth dynamics 

Fig 93: Global Inflation Indicators and Commodity Price Index 

 

Source: IMF (Commodity Price Index), Maybank IBG Research (in-house calculations of Global CPI, Core CPI and 
PPI) 

 

Hence, while we are currently forecasting headline inflation to moderate in 2023 
and only one more interest rate hike (+25bps in Jan 2023), there are inflation / 
interest rate upside risks stemming not just from the aforementioned external 
factors / risks but also domestic policy changes, principally relating to the 
potential scaling-back of petrol and electricity subsidies. Re market positioning for 
these thematics, we would recommend as follows: 

 Inflation: while rising cost pressures is resulting in margin pressures across 
multiple sectors, winners in an inflationary environment with sustained 
growth would include commodities exposures such as oil & gas (DLG MK, 
YNS MK, HIBI MK) and palm oil (KLK MK), consumer staples where demand 
is relatively inelastic and pricing power is strong (FFB MK, BFOOD MK, 
LHIB MK), consumer brands that benefit from down trading as real 
disposable incomes / affordability is eroded (MRDIY MK, PAD MK), banks 
from the perspective of higher inflation leading to higher interest rates, 
which are good for net interest margins (HLBK MK, RHBBANK MK, ABMB 
MK) and green energy stocks as transition plans accelerate in the face of 
surging energy prices (SOLAR MK, CYP MK). A key loser from eroding real 
disposable incomes is consumer discretionary stocks where demand is 
elastic and pricing power weak. In a bear case, stagflation scenario, a 
more defensive approach via utilities (GMB MK, T MK) and healthcare 
(KPJ MK, OPTIMAX MK) would be warranted. 
 

 Interest Rates: with ASEAN rate hikes, including Malaysia, continuing to 
lag the Fed, regional currencies are expected to remain soft vs. the USD 
notwithstanding indications that future Fed rate hikes will be less 
aggressive / steep – this would especially be the case if aforementioned 
inflation risks come back onto investors radars. A weaker Ringgit is a boon 
for local-cost exporters, especially the tech and manufacturing sectors, 
but equates to a margin squeeze for importers of USD inputs (e.g. coal 
imports for Tenaga, auto parts imports for USD-priced components, media 
content imports for Astro). While most sectors will see earnings drag from 
higher finance costs, especially property/REITs-centric leveraged 
operating models, the impact is relatively modest given broadly subdued 
corporate net gearing. However, sectors that are enjoying both an interest 
income uplift stemming from net cash balance sheets and FX tailwind 
given USD-exports are petrochemicals and technology (INRI MK, VITRO 
MK, FRCB MK, GREATEC MK). The EMS (Electronics Manufacturing 
Services) sector will also benefit from improved competitiveness given 
Ringgit-based manufacturing costs for exported products (ATech, VSI). 
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Thematic 3: Interest rates vs. dividend yields  

Kicking off with BNM’s hiking of the OPR by +25bps to 2.0% at the 10-11 May 2022 

Monetary Policy Committee meeting, this was then followed by +25bps hikes in 

July, Sept and Nov (Fig 94); we are anticipating another +25bps rate hike in Jan 

2023, to take the OPR to its pre-pandemic level of 3.0%. Even with this relatively 

aggressive interest rate hike trajectory, the OPR will still be below/on par with 

forecast 2022/23 headline CPI of +3.3%/+3.0%, with “passive easing” hence 

remaining in place via negative monthly real OPR for the forecast period to end-

2023, and potentially beyond that if inflation overshoots, as would be the case if 

there is some dismantling of energy and food subsidies due to fiscal pressures. Note 

our CPI forecasts were recently moderated from +3.3%/+4.0% previously pending 

clarity on the new government’s policy on subsidies i.e. our previous 2023 inflation 

forecast factored in the assumption of gradual adjustments in fuel prices and 

electricity tariffs on subsidy reviews in 2023 (refer to the Malaysia CPI, Oct 2022 

report “Slowing headline – but rising core- inflation”, dated Nov 27 for more 

details).  

Fig 94: Malaysia: OPR, Inflation Rate & Real OPR (Annual) 

 

Source: BNM, Dept. of Statistics, Maybank IBG Research (chart) 

 

Fig 95: BNM’s MPC Meetings, 2020-2023 

Date Outcome 

21-22 January 2020 OPR cut by 25bps to 2.75% 

2-3 March 2020 OPR cut by 25bps to 2.50% 

4-5 May 2020 OPR cut by 50bps to 2.00% 

6-7 July 2020 OPR cut by 25bps to 1.75% 

9-10 September 2020 OPR maintained at 1.75% 

2-3 November 2020 OPR maintained at 1.75% 

19-20 January 2021 OPR maintained at 1.75% 

3-4 March 2021 OPR maintained at 1.75% 

5-6 May 2021 OPR maintained at 1.75% 

7-8 July 2021 OPR maintained at 1.75% 

8-9 September 2021 OPR maintained at 1.75% 

2-3 November 2021 OPR maintained at 1.75% 

19-20 January 2022 OPR maintained at 1.75% 

2-3 March 2022 OPR maintained at 1.75% 

10-11 May 2022 OPR raised by 25bps to 2.00% 

5-6 July 2022 OPR raised by 25bps to 2.25% 

7-8 September 2022 OPR raised by 25bps to 2.50% 

2-3 November 2022 OPR raised by 25bps to 2.75% 

18-19 January 2023 TBA 

8-9 March 2023 TBA 

2-3 May 2023 TBA 

5-6 July 2023 TBA 

6-7 September 2023 TBA 

1-2 November 2023 TBA 

Source: BNM 

 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2c83b6924d46199f363991b42afb4ad429cd73645yaCgsVq-WelhyfwylxFL-KpWoJL9QivDgJv_9HOxPBZLn4uG2gHV76NtchwVDRwTprVMwYBeb5HZVHudTmDcl6yL_ekG0pAMCdsCiWIPnee9FTbAlYpDTFjXogmMk9hrR7IsxYeiDMCcSIMjefXzzwMYwGDpo1JTLK7a1baBaQ1SVF2hYy1LoJ08kgaMwN1DgDx2xz_VY4UuI4LnINsP4g%2C%2C
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While interest rates are rising, they are expected to increase in a paced manner 

and remain at relatively low levels vs. historical – hence, the dividend thematic 

for the equity market will remain a powerful one, especially as the pace of earnings 

recovery (i.e. capital gains) is becoming increasingly uncertain. Average KLCI 

forward dividend yield (>4.0%; Fig 96) is comparable to the benchmark 10-year 

MGS yield notwithstanding the latter’s YTD uptrend which has been spurred by a 

combination of tapering concerns, moderating net foreign buying interest, rising 

government debt issuance per >6% fiscal deficits, heightened fiscal stress points 

and negative revision of Malaysia’s sovereign debt rating outlook to negative (from 

stable) by both S&P and Fitch (which was followed by an actual rating downgrade 

by Fitch in Dec 2020, from A- to BBB+; S&P has, in June 2022, raised its rating 

outlook to stable, after two years on negative watch). Hence, the relative 

attractiveness (i.e. implied undervaluation) of equity market high-dividend stocks 

vis-a-vis yield alternatives of bonds and cash remains intact. 

Fig 96: KLCI dividend yield vs. OPR, 10-year MGS yield 

 

Source: Bloomberg (as of 09 Dec) 

 

As detailed in our maiden yield strategy report (‘Yield Dynamics and top picks’, 

dated 23rd Aug 2019) and reiterated since, we screen for stocks under our coverage 

that are forecast to have a cash yield of over 4% and, for these stocks, assess the 

following dividend-relevant parameters: 

 Dividend frequency: higher payout frequency is indicative of confidence in 

cashflow generation/resilience, and management focus on maximising ROE via 

continual returning of excess cash (capital) to shareholders; 

 Payout ratio: while prima facie a primary indicator of potential headroom to 

raise total dividend paid, note corporates can also opt for share buybacks (for 

example, power utility stocks such as Malakoff have active programmes) as 

another means, albeit indirect, to return cash to shareholders; 

 Free cash flow yield: this is calculated as operating cash flow after deducting 

capex, with the positive gap to dividend yield being the available cushion to 

absorb potential cash-flow shortfalls without necessitating dividend cuts (note 

total net debt is assumed to be constant); 

 Net gearing: an indicator of how much balance sheet slack is available to 

support dividend payout, though note geared companies can further boost 

cash flow support by refinancing their debt as interest rates decline; and 

 Net debt to EBITDA: to be read in conjunction with the net gearing ratio, i.e. 

where the latter is a snapshot of the balance sheet and would be biased higher 

by aggressive capital management policies that suppress balance sheet equity 

growth (MNCs-owned companies like DiGi, Nestle and BAT are good examples 
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of this), this ratio provides colour on actual cash flow coverage for debt at any 

given gearing level. 

Re our dividend portfolio (Fig 97), we make only one change as compared to the 

last 11-stock iteration contained within our 2Q22 results wrap report, namely the 

removal of Litrak, for which we have dropped research coverage. Recall that Litrak 

announced a special dividend of MYR4.57 per share following completion of the 

disposal of two highway concessionaires under its purview to Amanat Lebuhraya 

Rakyat. The special dividend’s ex-date was Nov 10. The group had received total 

proceeds of MYR2.28 billion for Litrak Sdn Bhd, and MYR459 million for the 50% 

stake in Sprint, for a sum of MYR2.739 billion. Litrak does not plan to retain its 

listing status following the sale of the highway concessionaires. 

For the remaining 10-stock portfolio, 2Q22 and 3Q22 reporting has largely 

reinforced or strengthened our dividend convictions. In particular, per our upgrade 

report (from HOLD to BUY) “Favorable risk-reward”, dated Dec 8, Malakoff is now 

firmly at the top of the list, with double-digit yields forecast as its coal plants 

benefit from exceptionally high fuel margins. Gas Malaysia’s (GMB MK) continued 

its streak of strong reporting, with 3Q22 results (see “Going on strong”, dated Nov 

20 for details) coming in ahead of expectations on improved spread from higher 

retail profit partially offsetting higher Cukai Makmur provisions. We expect spreads 

to remain elevated in 4Q22 and 1Q23 on higher gas prices, more than offsetting 

potential volume softness. As a result, we have raised our FY22/23/24E net profit 

by 9%/12%/6% respectively as we revise our spread and volume assumptions. Our 

TP (DCF-based assuming 8.1% WACC and 2% long-term growth) is raised to MYR3.80 

(from MYR3.50). As articulated earlier, there have been rating changes for Sentral 

REIT (upgraded to BUY) and Astro (downgraded to HOLD) but their respective yield 

attraction remains intact.  

Fig 97: Malaysia: Top-yield stocks 

 
Source: Maybank IBG Research, FactSet (as of 09 Dec) 

 

Thematic 4: Sustainability / ESG investing  

Compared to the relatively downbeat assessment of Malaysia’s broad ESG 

positioning as articulated in our maiden Compendium (“Sustainability: No longer 

optional”, dated April 8), the last 18 months has seen a sharp acceleration in 

Sustainability initiatives by government, regulators and corporates alike. Crucially, 

as we make clear in our recently-published Malaysia ESG Compendium 2022 

(“Shifting into higher gear”, dated Nov 29), these stepped-up measures, 

disclosures and targets demonstrate rising cohesion and integration across 

stakeholders, significantly increasing the chances of successful execution as well 

as the creation of a positive feedback loop. Interestingly, Malaysia’s positive 

momentum on Sustainability issues contrasts favourably with apparent backsliding 

in the EU (relating to natural gas and nuclear energy being included in its taxonomy 

of sustainable sources of energy i.e. allowing their labelling as green investments) 

and the US (political pushback against large fund managers like Blackrock based 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2397aa05b54748532c21d3966930759c8450f6b27ehUsl07mHdjQW0Cfw3n00NrRXr_4EQ7pjg9ASSS9um52jxJ0GKpDQhUyph069uxKa-Qs0FiC4XbRBtgfsbsLQdC_kiMz7lBu3yK4-7H0N8FUG7_-vyEWpUNVgjVwYAKTX7N4tnfRdwY9gVKsJOuEinIn2ZgrF_4MyAG9uL2he0lBylJencw_1PioFGkrMJUQysgBKLchcAwLZMTT4lsP9w%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=263340e25bad8725b63a59ec58711b784e70b2e53pFHfRPXFmDpm9D8qVH4MCR2yOBPAO0UnhwF4b_-r21JBUsa-teMKt3Mz0bQKxgwcjOK9nbU3gz-aHwTpQzvf3ZmenJVPMvw502Mplxx8mqmAr5m7-8Z6o8SQIGDqYxd8g4n0ZuhgCvOI953fgUzr1rtP0tWnPBhL0ddTRplMVemUcD50Z0t2U_zJxJqABdxD6nRySD8DGNq8jZMLuX-1hg%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=263340e25bad8725b63a59ec58711b784e70b2e53pFHfRPXFmDpm9D8qVH4MCR2yOBPAO0UnhwF4b_-r21JBUsa-teMKt3Mz0bQKxgwcjOK9nbU3gz-aHwTpQzvf3ZmenJVPMvw502Mplxx8mqmAr5m7-8Z6o8SQIGDqYxd8g4n0ZuhgCvOI953fgUzr1rtP0tWnPBhL0ddTRplMVemUcD50Z0t2U_zJxJqABdxD6nRySD8DGNq8jZMLuX-1hg%2C%2C
https://mkefactsettd.maybank-ke.com/PDFS/292194.pdf
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on accusations that they are selling their customers short by pursuing 

environmental and social justice goals at the expense of shareholder profits).  

Positively, notwithstanding these controversies, there has not been a significant 

impact on the continuing rapid pace of growth in sustainable funds, a trend which 

has been primarily driven by the EU and US over the past decade. In 2021, the 

number of such funds globally reached 5,932 (+61% YoY) while related total assets 

under management (AUM) reached a record USD2.7t (+53% YoY) (Fig 98). 

Fig 98: Sustainable funds and AUM, 2010-2021: Asia/Africa share is still tiny 

 
Source: UN – World Investment Report 

 

The fact that ESG assets under management across the investment world have seen 

sharply accelerated growth over the last decade is, most importantly, inextricably 

linked to the growing weight of evidence that ESG matters when it comes to 

investment performance, as is underscored by Figs 99 and 100. One of the main 

reasons for ESG integration is recognizing that ESG investing can reduce risk and 

enhance returns (i.e. financial materiality) as it forces the consideration of 

additional risks and injects new and forward-looking insights into the investment 

process. It would be expected that companies scoring well on ESG metrics have 

performed a much more rigorous assessment of the overall business model to also 

account for non-financial risk, especially ‘E’ and ‘S’ risks. Financial returns would 

be anticipated from reduced cost and increased efficiencies (e.g. better resource 

and human capital management), reduced risk of regulatory penalties, 

understanding the risk posed by ‘externalized’ environmental and social costs and 

recognizing the risks and opportunities within sustainability megatrends like 

climate change, urbanization and demographic changes. Such companies would 

therefore be expected to be more naturally disposed to longer-term strategic 

thinking and planning, all of which should deliver better operational performance 

and hence, valuation premiums that are also reflective of the broader shift to 

sustainable investments. 
  



 

December 14, 2022 62 

 

Malaysia 2023 Outlook and Lookouts  

Fig 99: MSCI ESG Leaders vs. Asia ex-Japan Index 

\  

Source: Bloomberg (as of 09 Dec), Maybank IBG Research 
 

 Fig 100: KLCI vs. FTSE Asia Ex-Japan ESG Index 

 

Source: Bloomberg (as of 09 Dec), Maybank IBG Research 
 

 

Fortunately, the Malaysian government has, after a worryingly lengthy period of 

relative nonchalance, hit the accelerator on sustainability-related policies and 

initiatives. A key signalling of the country’s intent to advance broad national 

decarbonisation was the updating of its Nationally Determined Contribution (NDC) 

in August 2021, ahead of COP26 which was held in Glasgow from 31 October to 13 

November 2021. In the update, it stated its intention to unconditionally reduce 

economy-wide carbon intensity (against GDP) of 45% by 2030 compared to 2005 

levels. Recall that in the previous version, submitted in 2015, Malaysia committed 

to reduce, vs. 2005 baseline, its greenhouse gas (GHG) emissions intensity of GDP 

by 35% unconditionally and a further 10% conditional upon receipt of climate 

finance, technology transfer and capacity building from developed countries. Per 

Fig 101 below, Malaysia now has one of the most aggressive and unconditional NDC 

targets among the ASEAN-6, as well as being one of the leaders in developing a 

Voluntary Carbon Market (VCM) / Exchange.  

Fig 101: ASEAN countries’ commitments and status on carbon pricing/markets 

Countries Indonesia Malaysia Philippines Singapore Thailand Vietnam 

Net Zero 2060 2050 NA 2050 2065 2050 

NDC Date of 
Submission 

Jul-21 Jul-21 Apr-21 Mar-20 Oct-20 Sep-20 

Emission 
Reductions 

      

Unconditional 29%  45%  3%  36%  20%  9%  

Conditional 41%   75%   25%  27%  

Carbon pricing (in 
USD) 

Carbon tax 
(USD2/tCO2e) 

for coal power, 
full market by 

2025 

NA 
Carbon tax and 

ETS under 
Consideration 

Carbon tax 
(USD4/tCO2e) 

implemented, to 
increase to 

USD40-60 by 
2030 

ETS under 
Consideration 

ETS legalised - 
Pilot Carbon 

Exchange from 
2025 

Voluntary Carbon 
Exchange 

IDX and ICDX to 
compete to set 

up voluntary 
carbon 

exchange 

Bursa Malaysia 
to launch 
voluntary 

carbon 
exchange by 

end 2022 

NA 

Global voluntary 
carbon exchange 

'Climate Impact 
X' launched in 

March 2022 

Thailand's 11 
biggest 

companies set 
up a voluntary 

ETS 

Planning phase 

Renewables 
Capacity 

48% by 2030 40% by 2035 35% by 2030 15% by 2030 30% by 2030 32% by 2030 

Nature 

Protect 5.8m ha 
of forests and 

1.9m ha of 
peatlands by 

2030 

Protect >20% of 
terrestrial and 
10% of coastal 
areas by 2025 

Eliminate net 
loss in natural 

forests, 
mangrove, 

seagrass, coral 
cover by 2028 

Plant 1m more 
trees and add 
130ha of new 
parks by 2030 

Increase forest 
cover to 42% of 

total area by 
2029 

Increase forest 
cover to 42% of 

total area by 
2030 

Source: Southeast Asia’s Green Economy 2022 Report, Maybank IBG Research 

 

Regional Target of 35% by 2035 (from 24% in 2018) 
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Related development blueprints such as the 12th Malaysia Plan (12MP; targets per 

Fig 102), Renewable Energy Roadmap (national renewable energy target, as a share 

of total installed generating capacity, has been revised higher to 31% (from 20% 

previously) and 40% by 2025 and 2035, respectively) and Low Carbon Nation 

Aspiration (LCNA; targets per Fig 103) are also gratifyingly clear on Sustainability 

policy urgency and direction/targets. Of particular note, the Ministry of 

Environment and Water (KASA) is in the midst of developing the Long-Term National 

Low Carbon Development Strategy, in line with the government’s aspiration to 

achieve net zero carbon emissions by 2050. In Sept 2021, the government agreed 

to a proposal by KASA in developing a Voluntary Carbon Markets (VCM) as a 

reference for international carbon credit transactions. The government will also 

develop a Domestic Emissions Trading Scheme (DETS) to catalyze the carbon 

trading sector – DETS will be implemented in phases, following development of a 

single transactions platform via Bursa Malaysia. 

 

Fig 102: 12MP: Selected Targets re Low-Carbon, Clean and Resilient Development 

 
Source: Twelfth Malaysia Plan 
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Fig 103: LCNA 2040: selected targets vs. 2018 

 
Source: National Energy Policy, 2022 – 2040 

 

Even as Malaysia’s top-down sustainability policies and targets are seeing a 

significant step-up in terms of speed and coordination, domestic financial market 

regulators continue to lead the way from a bottom-up perspective, spurred by a 

rapidly evolving global sustainability framework and its increasingly assertive 

directives on integrating the consideration of ESG risks and opportunities into the 

processes of all financial stakeholders, from corporates to asset owners, down to 

the individual investor. Malaysian regulators are increasingly coordinating on key 

issues such as climate risk, disclosures and financing e.g. the Joint Committee on 

Climate Change (JC3) that is co-chaired by Bank Negara (BNM) and the Securities 

Commission (SC) to pursue collaborative actions for building climate resilience 

within the Malaysian financial sector. Of note, in June 2022, the JC3 published the 

Task Force on Climate-related Financial Disclosures (TCFD) application guide for 

Malaysian financial institutions, the primary underlying aim being to support 

financial institutions who are stepping up efforts to implement the TCFD 

Recommendations in phases beginning 2022.  

Bursa Malaysia, having launched its Sustainability Roadmap 2021-2023 last year, 

has now embarked on two major undertakings to dramatically accelerate and 

broaden Corporate Malaysia’s ESG reporting/disclosures and decarbonisation 

momentum as follows: 

 

 Enhanced Sustainability Reporting Requirements (ESRR): to recap, 
Bursa had been undertaking annual sustainability disclosure reviews (SDR) 
of sustainability statements and reports of public listed companies (PLCs) 
on a sampling basis since 2017. In 2021, the Exchange was for the first 
time able to extend the scope of the SDR to the entire capital market in 
respect of Main Market (>740) and ACE Market (>130) PLCs. In a significant 
step-up, in Sept 2022, Bursa announced the Enhanced Sustainability 
Reporting Requirements (ESRR) in the Main Market Listing Requirements 
and the ACE Market Listing Requirements, with the aim of elevating the 
sustainability practices and disclosures of listed issuers to be in line with 
international best practices while at the same time improving their 
overall resilience and competitiveness. 

Main Market listed issuers will now be required to include the following 
disclosures in their Sustainability Statements (i.e. the narrative 
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statement by the listed issuers of their material economic, environmental 
and social risks and opportunities in the annual reports): (i) a common set 
of prescribed sustainability matters and indicators that are deemed 
material for all listed issuers (Fig 104); (ii) climate change-related 
disclosures that are aligned with Task Force on Climate-related Financial 
Disclosures (“TCFD”) Recommendations; (iii) at least three financial years’ 
data for each reported indicator, corresponding targets (if any) as well as 
a summary of such data and corresponding performance target(s) in a 
prescribed format; and (iv) a statement on whether the Sustainability 
Statement has been reviewed internally by internal auditors or 
independently assured. The expectation is that by 2025, all Main Market 
listed issuers will be reporting TCFD-aligned disclosures where they will 
be internalising climate change considerations in their business strategies 
as well as in responding to the needs of their key stakeholders. 
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Fig 104: ESRR: Common Sustainability Matters 

No.  Common Sustainability Matters Common Indicators 

1. Anti-corruption 

a) Percentage of employees who have received training on anti-corruption by 
employee category 
 

b) Percentage of operations assessed for corruption-related risks 
 
c) Confirmed incidents of corruption and action taken 

2. Community / Society 

a) Total amount invested in the community where the target beneficiaries are 
external to the listed issuer 
 

b) Total number of beneficiaries of the investment in communities 

3. Diversity 
a) Percentage of employees by gender and age group, for each employee category 
b) Percentage of directors by gender and age group 

4. Energy management a) Total energy consumption 

5. Health and safety 

a) Number of work-related fatalities 
 

b) Lost time incident rate 
 
c) Number of employees trained on health and safety standards 

6. 
 
Labour practices and standards 

a) Total hours of training by employee category 
 

b) Percentage of employees that are contractors or temporary staff 
 
c) Total number of employee turnover by employee category 
 
d) Number of substantiated complaints concerning human rights violations 

7. Supply chain management a) Proportion of spending on local suppliers 

8. Data privacy and security 
a) Number of substantiated complaints concerning breaches of customer privacy 

and losses of customer data 

9. Water a) Total volume of water used 

10. Waste management 
a) Total waste generated, and a breakdown of the following: 

(i) total waste diverted from disposal 
(ii) total waste directed to disposal 

11. Emissions management 

a) Scope 1 emissions in tonnes of CO2e 
 

b) Scope 2 emissions in tonnes of CO2e 
 
c) Scope 3 emissions in tonnes of CO2e (at least for the categories of business 

travel and employee commuting) 

Source: Bursa Malaysia 

 

 Voluntary Carbon Market (VCM): in line with the prevailing thinking that 
putting a price on carbon is the most effective was for an economy to 
decarbonize, a key “first step” development to look forward to is Bursa’s 
launching, by end-2022, of a Voluntary Carbon Market (VCM) for trading 
of carbon credits between green asset owners and companies looking to 
fulfil either voluntary emissions reduction targets (via utilization of 
carbon offsets/credits) or to create a “carbon neutral” product for their 
customers. The VCM will lay the groundwork for the subsequent 
introduction of other carbon pricing mechanisms currently being studied 
by the government namely: 

- Emissions Trading System (ETS) where the regulator sets a fixed limit for 
the amount of CO2 (sometimes called a “cap”) and then issues the 
respective amount of emission allowances (or permits) to firms either 
directly or through auctions; organizations that exceed these limits can 
purchase excess allowances to fill the gap or pay a fine – one allowance 
typically grants the right to emit one ton of CO2; and 

- Carbon Tax where the regulator sets a fixed limit for the amount of CO2 
to be emitted and then taxes every ton of CO2 emitted in excess of the 
defined limit at a fixed rate – depending on design, carbon credits may 
be acceptable, up to a limit, in offsetting an organisation’s exposure to 
carbon tax. 
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Re how the VCM will work, per the graphic in Fig 105 below, a developer 
of a green project – these can be technology-based (e.g. biogas utilisation, 
methane capture, green mobility) or nature-based (e.g. forest 
conservation, mangrove protection, reforestation) - must seek validation 
/ registration with a carbon registry (initially, Bursa will be only 
recognizing Verra verified carbon standard (VCS) credits, which have 
c.70% global market share) before those carbon credits can be sold on the 
Bursa platform. Buyers can then use the Bursa spot market to buy these 
credits to meet their voluntary emissions reduction targets. Bursa will 
start with an auction of foreign carbon credits at end-2022 to facilitate 
price discovery/reference as well as provide a tangible price signal for 
potential issuers to embark on domestic carbon credit projects. The 
trading of domestically-generated carbon credits is expected to kick-off 
in 1Q23. 

Fig 105: VCM: How Carbon Credits are Created and Traded 

 
Source: Bursa Malaysia 

 
The aforementioned increasingly cohesive and consequential sustainability 
initiatives from both the government and regulators are pushing Corporate 
Malaysia to expedite adoption of “sustainability first” strategies in their own 
business operations and planning. However, as the below examples and case 
studies show, while the sustainability-related headlines relating to Corporate 
Malaysia have definitely improved from a year ago, supported by heightened 
commitments and disclosures from leading government-linked companies (GLCs) 
such as PETRONAS and Tenaga (which interplay with the government’s own 
demonstrated urgency), their focus remains predominantly on environmental (E) 
issues.  As underscored by continued negative foreign labour-related newsflow 
elsewhere (Sime Plantations, ATA), as pressing to address is the “S” issue of foreign 
labour regulation and usage in sectors like palm oil and manufacturing.  

 
A negative overlay is the fact that in July 2022, the US Department of State 
downgraded Malaysia to Tier 3 – which is the worst ranking – in its annual 
Trafficking in Persons (TIP) Report, from the Tier 2 Watch List designation in the 
previous report, with violations spanning from sex trafficking to debt bondage. 
Hence, a more cohesive top-down approach is needed to address these labour-
related issues - suggested solutions for the authorities and corporates to jointly-
execute include making external auditors and regular government inspections 
mandatory, and removing the middle-man from labour sourcing so that companies 
are directly responsible for their workforces (i.e. clear accountability and vested 
interest to ensure all regulations are adhered to). 

 
As articulated in our 123-page Malaysia ESG Compendium entitled “Sustainability: 

No longer optional”, dated April 8, 2021, the MIBG equity research team across 

ASEAN (30+ analysts covering over 200+ stocks) has been publishing one-page ESG 

tear sheets for companies under coverage since mid-2020. As at end-2021, all of 

Maybank Investment Bank (MIB)’s ASEAN equity research coverage, spanning across 

all sectors, now comes with a qualitative-centric ESG tear sheet insert (ESG 1.0; 

Fig 106) that outlines key E, S and G considerations for the company, and how 

these feed into the company’s core business model in terms of recognition of 

material ESG issues and strategies on addressing related risks and opportunities.  

Since 2Q21, these qualitative tear sheets have included a quantitative scoring 

element for a more complete consideration of the company’s ESG issues and 

dynamics, hence providing both a backward looking/current quantitative view and 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=263340e25bad8725b63a59ec58711b784e70b2e53pFHfRPXFmDpm9D8qVH4MCR2yOBPAO0UnhwF4b_-r21JBUsa-teMKt3Mz0bQKxgwcjOK9nbU3gz-aHwTpQzvf3ZmenJVPMvw502Mplxx8mqmAr5m7-8Z6o8SQIGDqYxd8g4n0ZuhgCvOI953fgUzr1rtP0tWnPBhL0ddTRplMVemUcD50Z0t2U_zJxJqABdxD6nRySD8DGNq8jZMLuX-1hg%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=263340e25bad8725b63a59ec58711b784e70b2e53pFHfRPXFmDpm9D8qVH4MCR2yOBPAO0UnhwF4b_-r21JBUsa-teMKt3Mz0bQKxgwcjOK9nbU3gz-aHwTpQzvf3ZmenJVPMvw502Mplxx8mqmAr5m7-8Z6o8SQIGDqYxd8g4n0ZuhgCvOI953fgUzr1rtP0tWnPBhL0ddTRplMVemUcD50Z0t2U_zJxJqABdxD6nRySD8DGNq8jZMLuX-1hg%2C%2C
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a forward-looking, MIBG analyst-driven qualitative outlook. The quantitative ESG 

inputs are sourced from Sustainalytics which, as mentioned, is a leading external 

ESG research and data provider that the MIBG has partnered with for ESG services 

that range from company-focused ESG ratings reports, through to portfolio ESG 

and carbon analytics. Sustainalytics also acts as the data source for other service 

providers such as Morningstar (ESG fund ratings and indices) and FTSE Russell (ESG 

ratings and customized indices, including FTSE4Good indices). 

Most recently, in parallel with the publication of the maiden Regional Utilities 

report (“Geopolitics accelerating transition to renewables”, dated April 24) by the 

newly-established MIBG Sustainability Research Team based in India, we have 

launched our own proprietary ESG scoring model per the addition of a quantitative-

focused tear sheet (ESG 2.0, example per Fig 107 below), with the target being to 

roll out ESG 2.0 to all ASEAN big-caps coverage (>USD1b market cap) by end-2022. 

Re methodology, we evaluate the ESG ratings based on quantitative, qualitative 

and ESG targets. We assign a score for each of these three parameters. The overall 

rating is based on the weighted average of the scores: quantitative (50%), 

qualitative (25%) and ESG target (25%).  

For the quantitative, qualitative and ESG target, the sub-parameters are assigned 

a score - ‘0’ for data not available, ‘+1’ for improving trajectory, positive change, 

‘Yes’, better than peers or a positive number if historical is not available and ‘-1’ 

for declining trajectory, negative change, ‘No’, lower than peers or a negative 

number. The total of the scores of all the sub-parameters is divided by the total 

number of sub-parameters is the score of each of the three parameters. The sub-

parameters may be different for different industries depending on the key areas 

to monitor for each industry. A company should achieve a minimum score of 50 for 

an average ESG rating. 

Fig 106: PChem Tear Sheet: Qualitative (Original ESG 1.0) 

\  

Source: Company, Maybank IBG Research (Tear Sheet) 
 

 Fig 107: PChem Tear Sheet: Quantitative (Expanded ESG 2.0) 

 

Source: Company, Maybank IBG Research (Tear Sheet) 
 

https://mkefactsettd.maybank-ke.com/PDFS/259187.pdf
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To recap, we combined the granular insights from the ESG 1.0 Tear Sheets with 

data and risk scoring from Sustainalytics to generate our maiden 16-stock ESG 

Portfolio in April 2021. We have since, per our recently-published Malaysia ESG 

Compendium 2022 “Shifting into higher gear” report dated Nov 29, utilised a 

combination of insights from our completed ESG 2.0 Tear Sheets and three 

Sustainalytics-based stock filters namely i) low-to-medium ESG risk ratings; ii) 

quality of management; and iii) level of controversies, to guide us in refreshing 

the constituent make-up of our ESG portfolio, together with consideration for the 

following combination of factors and parameters: 

 Analyst stock rating: as ESG factors lend support and de-risk existing 
business models that are fundamental drivers of long-term shareholder 
returns, we include both BUY and HOLD-rated companies with attractive 
business models and long-term growth outlooks, but exclude SELL-rated 
stocks, the latter notably including some companies with attractive ESG 
credentials / scores such as filters-satisfying Nestle and UEM Sunrise; 
 

 Sustainalytics risk score and category: for many of the constituents we 
have chosen, there is clear positive correlation or cross-check between 
the analysts’ fundamental stock rating and the risk score from the 
external ESG research provider – examples are across a diverse set of 
sectors and include BUY-rated names like Bermaz and Inari, as well as 
HOLD-rated Westports and Sunway, all of which have strong Sustainalytics 
risk scores /low risk ratings; 

 

 Momentum assessment: while Sustainalytics momentum indicators are 
useful for flagging near-term changes in risk score, and where they are 
coming from (i.e. exposure or management issues), the analysts may, 
from their frequent dialogues with company management and deep 
understanding of the underlying business, have greater insights into 
management’s commitment and plans to address and improve the 
company’s ESG factors. This bottom-up, forward-looking understanding 
underscores portfolio picks that are not currently in the filtered 30 stocks 
list but show strong signs of joining this list over the medium-term i.e. 
where current relatively high ESG risk scores have scope to improve 
significantly on positively pivoting business models and improving ESG 
factor measurements and disclosures.  

 
We have chosen 5 such “momentum” stocks to include in our refreshed 
ESG portfolio notwithstanding these names not satisfying all the 3 
aforementioned Sustainalytics filters, namely telco Telekom (controversy 
score of 2 relating to Bribery and Corruption events over the past decade, 
the last being in 2019), banking group RHB Bank (controversy score of 2 
relating to being on the 2022 Global Coal Exit List over financial 
relationships with the coal industry), construction company Gamuda (high 
overall ESG Risk Score / Rating), shipper MISC (controversy score of 2 
relating to Emissions, Effluents and Waste issues from environmentally-
damaging shipbreaking activities, the last such report being in Feb 2022) 
and tech play ViTrox (weak management score related to poor disclosures, 
and lack of policies and programmes to manage risks related to its 
material ESG issues). 

 

 FTSE4Good membership: considering whether portfolio constituent 
stocks are in Bursa’s FTSE4Good Bursa Malaysia Index is a useful cross-
check - recall this index adopts best-in-class positive screening and 
inclusion criteria are consistent with the global ESG model that FTSE has 
developed. However, we note that the 30-stock KLCI substantially 
overlaps with the 87-stock FTSE4Good index (as at end-June 2022; 26 of 
the KLCI constituent stocks are also in the FTSE4Good) – hence, there is a 
very high positive correlation between the two indices – therefore, for 
investors looking to capture differentiated performance vs. the KLCI 
benchmark, a more refined ESG portfolio appears to be required; and 

 

 Risk scores and ESG Tear Sheet completion: we have required 
constituent stocks to have both a Sustainalytics risk score as well as 
completed ESG Tear Sheets (1.0 and 2.0). We note that this results at the 

https://mkefactsettd.maybank-ke.com/PDFS/292194.pdf
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moment in exclusion of smaller-cap stocks with prima facie promising ESG 
underpinnings such as Allianz and Aurelius Technologies. 

 
For our refreshed, filter-centric recommended ESG Portfolio per Fig 108 below, we 

flag the following changes to constituents as compared to the most recent “Storm 

Warning” portfolio update in July 2022: 

 Inclusion of Axis REIT: this logistics and warehouses-focused REIT is our 

top pick in the REITs sector, with stable earnings/yield profile and good 

pipeline of new assets; it not only has one of the lowest ESG Risk Scores 

among the 110 Malaysian corporates covered by Sustainalytics’ but it also 

has the lowest risk rating among its global peers of similar market 

capitalization. Management rating is average, with no controversies. 

 Inclusion of RHB Bank:  the fourth largest bank in Malaysia by asset size 

has been positively surprising the market with a combination of strong 

earnings delivery, strengthening balance sheet and rising dividend 

payouts. Management rating is average while controversy score is 2, 

relating to carbon impact of products (coal financing) and business ethics 

(one NPO report on processing transactions involving illicit funds and one 

fine by the regulator of an employee for unauthorized trades).  

 Re-inclusion of Bursa Malaysia: the national stock exchange not only has 

one of the lowest ESG Risk Scores but its’ management is rated as (a 

relatively rare) strong, underpinned by very strong disclosures (signalling 

a high degree of accountability) and clear initiatives to manage risks 

related to material ESG issues. Of note, Bursa launched its Sustainability 

Roadmap 2021-23 in 2021, and has publicly committed to achieving 

carbon neutrality by 2022, and net zero by 2050. No controversies. 

 Exclusion of IOI Corp: this plantation company did not pass our 

controversy score filter, where it is scored a 3 by  Sustainalytics due to i) 

operations incidents relating to land use and biodiversity – IOI was 

temporarily suspended from selling Certified Sustainable Palm Oil (CSPO) 

by the RSPO in 2016 and has been implicated in multiple environmental 

concerns; and ii) employee incidents relating to human rights, where 

Finnwatch, a Finnish civic organization focused on global social 

responsibility, has flagged poor working / forced labour conditions for 

plantation workers, to which IOI has responded positively with action 

plans and process improvements. 

Per Fig 108, while the bulk of our ESG Portfolio (10 out of the 15 stocks) are 

constituted of stocks which satisfy the three quantitative/qualitative 

Sustainalytics-derived filters as previously articulated, we have also included 5 

“momentum” stocks (MISC, RHB, Telekom, Gamuda, ViTrox) which, while they do 

not immediately satisfy all three filters, are, per our on-the-ground research 

assessment, showing positive momentum re closing the implied disclosure and 

operational gaps to improve their ESG metrics / scoring over the medium-term. 

https://mkefactsettd.maybank-ke.com/PDFS/268447.pdf
https://mkefactsettd.maybank-ke.com/PDFS/268447.pdf
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Fig 108: MY ESG portfolio: recommended constituents 

 
Source: Maybank IBG Research, Sustainalytics, FactSet, Bloomberg (as of 09 Dec) 

 
Turning to performance, in Fig 109 below, we backtested the performance of the 

above 15-stock ESG Portfolio against Sustainalytics and MIBG Malaysia overall and 

filtered coverage. When considering relative performance vs. the benchmark MSCI 

Malaysia, both overall and filtered coverage generated significantly superior 

returns. The 41 filtered Sustainalytics stocks continued to generate the best overall 

performance i.e. 11.8%/7.1%/8.8% over 1/3/5 years. This was then followed by our 

backtested 15-stock ESG Portfolio per Fig 108, which generated returns of 

9.7%/3.7%/13.6% over 1/3/5 years, handily beating both overall market coverage 

baskets as well as the 30 filtered Malaysian stocks covered by MIBG. 

Fig 109: Backtesting our 15-stock ESG Portfolio performance vs. both MSCI and broad coverage  

    MCAP weighted return 

    MSCI Malaysia annualised returns Out/underperformance 

  
no of 

companies 

5Y 
Ann. 
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3Y 
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5Y 

Ann. 
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3Y 
Ann. 
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5Y 

Ann. 
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3Y 
Ann. 
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1Y Ret 

Malaysia                     
Total companies - Sustainalytics 110 1.6% -2.1% -0.7% 7.6% 3.8% 4.2% 6.0% 5.9% 4.9% 
ESG risk score -- low/medium + 
controversy (no or 1) + mgmt 
(medium or strong) 

41 1.6% -2.1% -0.7% 11.8% 7.1% 8.8% 10.2% 9.1% 9.6% 

MIBG coverage (overlaps with 
Sustainalytics) 

72 1.6% -2.1% -0.7% 5.8% 1.5% 3.5% 4.1% 3.6% 4.2% 

ESG risk score -- low/medium + 
controversy (no or 1) + mgmt 
(medium or strong) 

30 1.6% -2.1% -0.7% 8.3% 2.2% 7.8% 6.6% 4.3% 8.5% 

MIBG  15-stock ESG Portfolio 15 1.6% -2.1% -0.7% 9.7% 3.7% 13.6% 8.0% 5.8% 14.4% 

Source: Sustainalytics, Maybank IBG Research 

 
In conclusion, the ESG Tear Sheets 1.0 and 2.0 for the 15 ESG Portfolio constituent 

stocks, as well as all MIBG Malaysia Research coverage with market capitalisation 

above USD1bn, can be referenced in our recently-published Malaysia ESG 

Compendium 2022 “Shifting into higher gear” report dated Nov 29; refer to pages 

45-147 for details on ESG qualitative fundamentals and quantitative Sustainalytics 

and MIBG proprietary scoring, and how these relate to risks and opportunities that 

impact the core business model.  

Thematic 5: Capex revival, supply chain relocation 

As articulated in the earlier macroeconomics section, policies to revive investment 

/ capex, especially in the more dynamic and efficient private sector, are crucial 

for a sustained recovery in economic growth. With the double blows of the 

pandemic and extended political uncertainty, business confidence had fallen 

https://mkefactsettd.maybank-ke.com/PDFS/292194.pdf
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sharply – it subsequently bounced back from the 2Q20 low, recovering to above 

the 100 point-optimism threshold over 4Q20-1Q21per the Malaysian Institute of 

Economic Research’s (MIER) Business Conditions Index (Fig 110). However, there 

was a dip back below 100 in 2Q22 as domestic and external softness/uncertainties 

that had started to weigh the previous quarter worsened, with cuts in both 

domestic and external orders. However, the latest 3Q22, per underlying 

outperforming double-digit GDP growth, shows recovery to just under 100, as most 

industries anticipate a rebound and signalled positively re the business outlook. 

The MIER Consumer Sentiments Index's (CSI) reading has shown a similar trend, 

having moderated to below 100 from its’ peak in 1Q22 (108.9), the latter spurred 

by improvement in income and employment following reopening of the economy. 

Even before the current pandemic-charged negative economic and sentiment 

headwinds, private investment growth (Fig 111; note correlations with equity 

market earnings growth, DDI)) has been generally weak (2021: +2.6%; 2020: -11.9%; 

2019: +1.5%; 2018: +4.3%; 2017: +9.0%), as has public investment (2021: -11.4%; 

2020: -21.3%; 2019: -10.8%; 2018: -5.0%; 2017: +0.3%). The weak appetite for 

domestic investment was further underscored by domestic investment approved 

by the Malaysian Investment Development Authority (MIDA) falling steadily since 

2015 (2021: -1.9%; 2020: -20.5%; 2019: +1.1%; 2018: -15.0%; 2017: -4.9%; 2016: -

2.0%; 2015: -14.0%). Re DDI vs. FDI’s diverging trends, MIDA approved DDI declined 

steadily by an average 6.0% pa from MYR175.1b in 2014, to MYR99.8b in 2020 (-21% 

YoY), and then even lower to MYR97.9b in 2021 (-1.9% YoY). On the other hand, 

approved foreign direct investment (FDI) increased 5.1% pa from MYR64.6b in 2014 

to MYR82.9b in 2019, dipped in 2020 to MYR64.2b (-22% YoY), then soared to a 

record MYR209b in 2021 (manufacturing FDI jumped to MYR180b, more than triple 

2020’s figure of MYR56.6b). 

While the Malaysian corporate sector has the strongest balance sheet currently vis-

à-vis the Malaysian government and consumers, continuing uncertainty about the 

economic and governance outlook, coupled with insufficient clarity re tax and 

incentives policies, mean aggressive deployment (capex) of this balance sheet 

slack is unlikely for the foreseeable future. 

Fig 110: MIER Business Conditions Index vs. GDP (YoY) 

\  

Source: Malaysian Institute of Economic Research’s (MIER) 
 

 Fig 111: Approved Domestic Direct Investment, Corporate 
Earnings, Real Private Investment (% YoY) 

 

Source: Malaysian Investment Development Authority (MIDA), Department of 
Statistics, Maybank IBG Research 
 

 

Notwithstanding the broadly positive tailwind from economic reopening, the now-

decelerating economic recovery due to aforementioned domestic and external 

headwinds, as well as policy uncertainties re the new government, are investment 

deterrents, and entrench a ‘wait-and-see’ attitude among businesses. Besides lack 

of fiscal latitude for further stimulus, many large economic sectors, per Fig 86, 

await government and regulatory policy guidance/finality. This is over and above 

the ongoing uncertainties created by pending reviews of tax structures and 

investment incentives e.g. the delayed Medium Term Revenue Strategy (MTRS). 

On a more positive note, some of the externally-facing / export sectors centered 

around commodities and manufacturing/tech have continued to perform strongly, 
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despite the pandemic and political uncertainty. Further, trade diversions and 

relocation of supply chains out of China that picked up momentum in 2019 due to 

the US-China trade war has gained renewed urgency following the wide-ranging 

disruptions to global manufacturing supply chains / production when China 

imposed its pandemic control measures over the 2019-2021 period, with these 

disruptions continuing in 2022 per China’s persisting zero-Covid strategy-related 

lockdowns of major economic centers. The continued souring of relations between 

the US and China means trade diversion gains that Malaysia has enjoyed since 2019 

are set to extend, boosting related production and capex – examples are Malaysian 

exports gaining market share re imports into the US, at the expense of Chinese 

exporters, mainly in semiconductors and rubber gloves, and Malaysia taking market 

share from US exporters to China in the oil and petrochemicals sectors. 

Of more entrenched and lasting benefit to the Malaysian economy would be the 

ability to attract relocating or redirected foreign direct investment (FDI), this 

encompassing foreign as well as domestic Chinese investors looking to establish 

‘neutral’ production bases and supply chains outside of China. The production 

disruptions caused by the pandemic, including the current lockdowns and shipping 

bottlenecks, have also spurred the desire for greater localization to bring a critical 

mass of production closer to home, and China + 1 risk-moderation strategies. 

Recent Budgets have contained specific measures to tap into the opportunities 

relating to supply chain security and resilience to attract relocation FDI. Additional 

impetus comes from the signing of the Regional Comprehensive Economic 

Partnership on 15 Nov 2020 involving ASEAN-10, China, Japan, South Korea, 

Australia and New Zealand. 

Per Fig 112, Malaysia’s approved manufacturing FDI soared to a record high of 

RM180b (US$26b) in 2021, while approved total FDI also rose to a record MYR209b 

in 2021 and MYR87b in 1H2022, the latter surpassing the pre-2021 annual figures 

and hence paving the way for another bumper year in approved FDI. The approved 

FDI in 2021 - 1H 2022 is underpinned by the technology-related sectors i.e. 

approved FDI projects in Electronics & Electrical (E&E, which accounted for 

MYR164.6b or 55.6% of approved FDI in 2021 - 1H 2022) and Telecommunications 

(16.2% of approved FDI in 2021 - 1H 2022) amid some “mega” capex by global 

electronics players (e.g. MYR30b by Intel; MYR8.35b by Infineon re a new wafer 

fab) and FDI surge in data centres (e.g. China’s Bridge Data Centres, ByteDance 

and GDS; US’ Microsoft, Japan’s NTT and Taiwan’s Wiwynn). The technology-driven 

investment growth is also bolstered by capex for 5G infrastructure rollout as well 

as for automation and digitalization.  

In terms of overall private sector investment, after the all-time high total approved 

private sector investments of MYR309b in 2021 (substantially driven by 

aforementioned FDI), the figure remained robust in 1H 2022 at MYR123b (Fig 113) 

signaling sustained positive outlook for investment growth. 

Fig 112: Malaysia: Approved Manufacturing FDI by Industry 

\  

Source: CEIC 
 

 Fig 113: Malaysia: Approved Private Sector Investment (MYRb) 

 

Source: Malaysian Investment Development Authority (MIDA) 
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Wild Card #1: Linking corporate tax cuts to equity market free float 

 

Corporate tax cuts are a powerful economic stimulus tool, encouraging private 

sector investment by increasing net returns on capital, which in turn has positive 

spillover on employment and growth. The US economy has enjoyed considerable 

growth tailwinds generated by the tax cuts of Dec 2017, which included both large 

reductions in headline corporate tax rate (from 35% to 21%) as well as personal 

income tax rates. More recently, India’s sharp reduction in base corporate tax rate, 

from 30% to 22%, is also expected to spur investment and growth, as is Indonesia 

cutting its corporate tax rate from 25%, to 22% for 2020/2021, with a further 

reduction to 20% from 2022. The Philippines, per the CREATE Act, is cutting its 

corporate tax to 25%, from a region-topping 30% – this will be for the period from 

July 2020 until 2022, after which there will be a 1ppt yearly reduction until 2027, 

to bring the corporate income tax to a very competitive 20%. 

 

Over recent years, tax policy has become an integral part of the competitiveness 

toolkit for regional economies as they compete for FDI and look to spur domestic 

investment. Malaysia, at 24%, now has one of the higher corporate tax rates in the 

region (Fig 114). We acknowledge that a blanket corporate tax cut may be overly-

ambitious at this juncture given the challenging fiscal position and elevated budget 

deficit and debt/GDP ratios. Looking at the projections provided by the MOF in 

conjunction with the release of Budget 2023 in Oct 2022, corporate income taxes 

(CITA) are to remain the single biggest source of revenues for the government, 

forecast to contribute MYR84.8b or c.30% of total budget revenues in 2022. A 

simple first-cut extrapolation (note Cukai Makmur mostly impacts 2022 revenues 

raised, boosting it by an estimated MYR5-7bn) re reduction in corporate tax to 20% 

would imply prima facie revenue foregone of MYR14b. Without revenue offsets, 

this is equivalent to a c.80bps increase in projected fiscal deficit for 2022, from a 

targeted 5.8%, to 6.6%. 

 
Fig 114: Corporate tax rates: regional comparison (%) 

 

Source: Maybank IBG Research 

* for Phils, the CREATE Act lowers the corporate tax rate from 30% to 25%, from July 2020 to July 
2022, followed by a 1ppts reduction annually until 2027, to bring the tax rate down to 20%. 

** for Indo, tax rate will be further reduced to 20% from 2022; public listed companies with free floats 
of over 40% pay a 3ppts lower corporate tax rate (2020/21: 19%; 2022: 17%) 

 

Hence, instead of a blanket corporate tax cut, we would propose an interim step 

via the government adopting the Indonesian model of allowing corporate tax 

reductions for companies listed on Bursa Malaysia and which have a free float of 

at least 40%. This achieves multiple fiscal and capital-market objectives: 
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 Spur private investment: with most of the large listed corporates (now 

including Petronas-listed subsidiaries post-2019/2020 stake reductions by 

parent; see Fig 70) prima facie qualifying for the tax reduction, this will 

be a substantial boost to corporate profitability and investment appetite 

(as well as investor sentiment). With returns on invested capital now 

higher, there will be a greater incentive for many of the largest 

companies in the country to put broadly-healthy balance sheets to work, 

translating into a powerful, private sector-led economic stimulus; 

 Increase market free float: by tying the corporate tax break to the 

companies’ free-float, this will encourage non-compliant companies to 

improve available trading liquidity in their shares. This would be 

particularly impactful in the small-mid market segment, where many of 

the faster-growing companies tend to be family-owned and tightly-held 

i.e. barely satisfy Bursa’s minimum 25% public float requirement. The 

focus on free-float also helps address Bursa’s steadily declining weighting 

in free-float adjusted benchmark indices like MSCI and FTSE, which are 

widely followed by the global investor fraternity. 

 Encourage new listings: by restricting the corporate tax concession to 

listed companies, the measure will incentivize unlisted companies to IPO, 

increasing both the breadth of companies on the Bursa as well as overall 

economic efficiency via the related lift to corporate sector accounting 

and governance transparency from being a listed public company. 

Compared to a blanket corporate tax cut, our proposed measure is much more 

fiscally palatable, based on the following first-cut estimations. Bursa’s current 

market capitalisation is around MYR1.7t, with the market trading on around 14x 

current (2022) earnings. This implies a total net earnings of c.MYR120b from Bursa-

listed companies, and related corporate tax paid of c.MYR29b (34% of 2022 fiscal 

year CITA projections) at the headline corporate tax rate of 24%. A reduction in 

tax rate to 20% would imply a worst-case (i.e. all corporates qualifying) foregone 

fiscal revenue of around MYR5b (as compared to aforementioned estimated first-

cut c.MYR10b fiscal revenue loss with a blanket corporate tax cut) or, ceteris 

paribus, a c.30bps increase in the fiscal deficit.  

 

In actuality, net revenue loss to the government will be lower as the tax cut will 

spur economic activity / growth (so generating tax revenues) and not all Bursa 

companies will qualify for the lower corporate tax rate (vs. our 100% compliance 

assumption). As such, we gauge relatively limited fiscal stress from this measure. 

 

Wild Card #2: Abolishing foreign shareholding limits 

Malaysia has been liberalising foreign ownership in major sectors of the economy 

(i.e. manufacturing, services and financial) for the past decade, as underscored by 

the deregulation of the Foreign Investment Committee’s investment guidelines 

from 30 June 2009. However, certain high-profile limits remain in place, including 

(Fig 115) a 30% foreign strategic shareholder ownership cap on domestic banks, a 

49% foreign strategic shareholder ownership cap on telcos, and a 70% foreign equity 

ownership limit on life and general insurance companies and takaful (Islamic 

insurance) operators. These caps also have a negative free-float implication for 

Bursa given regional indices are based on available foreign free float (i.e. if limits 

on foreign shareholdings are liberalized, foreign free float could also rise). At the 

same time, companies in sectors deemed strategic such as power, water, ports 

and telecommunications are subject to equity ownership conditions, as imposed 

by their respective sector regulators.  

 

To make a strong statement and signal Malaysia’s openness to foreign investment, 

especially during this crucial post-pandemic window of accelerated regional 

investment relocations in the wake of US-China trade tensions, we would propose 

the abolishment of all explicit foreign shareholding limits across the economy. This 
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would reverse perceptions of Malaysia being relatively closed to foreign investment 

vis-à-vis open regional competitors such as Singapore, while also addressing 

related foreign investor complaints e.g. friction with the US on foreign-ownership 

limits in the insurance sector. Ultimately, like most liberalized developed 

countries around the world, ‘hard’ foreign ownership limits should be replaced 

with ‘soft’ investment-approval parameters centered on ‘prudential and best 

interests of Malaysia’ criteria that give regulators leeway to negotiate and 

optimize with investors. 

 

Such positive signaling on Malaysia’s openness to foreign investment is particularly 

important at this juncture, given the need for a more impactful approach to 

moving up the value chain and the added urgency given the post-pandemic fiscal 

and growth challenges faced by the country, as well as increasingly-competed 

trade and investment diversion opportunities stemming from the US-China trade 

tensions. Foreign investment liberalization coupled with properly structured fiscal 

incentives could build on aforementioned trade diversion and investment/FDI 

relocation gains. In this regard, we note Malaysia established a National Committee 

on Investment I (NCII) in 2019, co-chaired by the International Trade and Industry 

Minister and the Finance Minister to woo and fast-track related investments. 

 

Fig 115: Malaysia foreign strategic shareholding limits 

 

Source: Maybank IBG Research (chart, compilation) 
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Maintaining a balanced portfolio positioning    

As previously flagged in our 2Q22 Results Roundup report “Improved underlying 
traction”, dated Sept 2, while the KLCI, and ASEAN benchmarks as a whole, 
continue to be relative outperformers YTD (Fig 116), macro challenges relating to 
surging inflation, sharply rising interest rates and growing recession risks that have 
weighed on developed markets are catching up with the region. Operating margin 
pressures have been rising across a broad range of sectors, underpinned by 
increasing labour and raw material input costs, while a damaging combination of 
rising inflation and interest rates are eroding disposable incomes, and hence 
demand, into 4Q22/1H23. Further, the tight fiscal situation means concerns around 
the sustainability of current inflation-capping subsidies are an overhang, with the 
new government yet to articulate their position on the matter, as well as the 
related and equally pressing issue of broadening the tax base, potentially via the 
return of GST (Goods and Services Tax; abolished in 2018, post-GE14). 
 

Fig 116: MSCI AxJ MSCI indices and S&P 500 YTD returns (USD %) 

 

Source: Factset, MSCI, Maybank IBG Research; Data as of 9 Dec 22 

 
Hence, while a combination of strong near-term GDP recovery traction – MIBG 
Research is forecasting +8% GDP growth for 2022E, with a deceleration to a still 
comparatively robust +4% in 2023E, as internal and external drivers broadly soften, 
led by the impact of higher interest rates and reduced fiscal spending stimulus - 
resilient external demand and strong bank sector fundamentals are key positives, 
the market will nonetheless need to see a peaking in growth and earnings stresses 
/ negative revisions stemming from the interrelated combination of margin 
squeeze (higher input costs) and weakening end-demand (eroding real disposable 
incomes) before a sustained, broad-based rally can be supported. At the same time, 
investors will also be keeping an eye on the evolving policy positions of Prime 
Minister Anwar Ibrahim’s ruling coalition, and how it may impact corporate sector 
performance. Hence, while we expect the KLCI to end 2022 on a firm note, market 
performance in 2023 may be back-loaded as 1H23 digests the aforementioned 
operating and political uncertainties.  
 
We reiterate our end-2022 KLCI target of 1,500 or 13.5x forward PER (-1.5SD vs. 
mean; Fig 124), which we have maintained since the publication of our 2H2022 
Malaysia Equities Market Outlook report “Storm Warning”, dated July 4. While we 
have yet to introduce our 2024E KLCI earnings growth forecast, initial indications 
are that we are on track for a deceleration to a more normalized mid-single digit 
pace (mirroring nominal GDP growth expectation) of around 5-6%. Further, with 
the political situation having significantly stabilized post-GE15, the related 
valuation discount on the market should narrow. Taking these two factors into 
consideration i.e. 5-6% 2024E market earnings growth assumption and applying a 
higher 14.0x forward PER (-1SD vs. mean) to reflect improved political stability, 
this would imply an indicative end-2023 KLCI target of 1,660 (+12% vs. current KLCI 
level). A key factor to monitor would be the extent of potential earnings 
downgrades for growth deceleration-vulnerable sectors such as consumer 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2552fd8190ad4a39741da824e3416d94915df55a2cMyrcPsT-dln4qgQ3sdDDIgYb65JCWkiUDpLXbZn7TwMe7mbus4oYkehyI7Qjv2bvVfx5WiQJXpdic3xi1J3eNrfNwxvvdn_sHgqwzj19MbACLNtKDXKhJLcmk0LnwutnnC5MpNGkpnQysJ2MuRx7DWgRhxibOvIXXAs8qHzM4P5gufcTR_vy2j5K5DCaIPohUzAkWOgo6aG-ZIcm1Urng%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2552fd8190ad4a39741da824e3416d94915df55a2cMyrcPsT-dln4qgQ3sdDDIgYb65JCWkiUDpLXbZn7TwMe7mbus4oYkehyI7Qjv2bvVfx5WiQJXpdic3xi1J3eNrfNwxvvdn_sHgqwzj19MbACLNtKDXKhJLcmk0LnwutnnC5MpNGkpnQysJ2MuRx7DWgRhxibOvIXXAs8qHzM4P5gufcTR_vy2j5K5DCaIPohUzAkWOgo6aG-ZIcm1Urng%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2ac96667d7fbbc6cf9dc2962695ad962efbe57f49D1IBC-hLCntLMUnpvsNFyHHsbqWJokv2tmZy9KdIdHyPJcvoxUddjbg6iA7uBiH1tjOh_mCr50RSYBTmIldWnv43MQD3qnuxa7se8mfz6OfKEbZ_MpoIXbFXOQ7WnF06XMqO2-9ejkJMcciz0iCLainbNvD-3TdSy2xspnPIxeiyYFQrOiMNh35PoxtqVDOWX_U66gYjK8C2cJwYWwu84A%2C%2C
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discretionary, commodities and construction/property, many of which have 
already been reporting margin pressures from rising input and labour costs even as 
product prices have peaked. 
 
With regards broad market themes of note, we flag the following: 

 Reopening/Mobility: economic reopening / ending of lockdowns has 
normalised intra-country people movement to pre-pandemic levels, while 
the subsequent relaxation of international borders into 2Q22 has seen a 
rebound in air traffic albeit from a depressed base. The rebound in 
domestic mobility benefits the broad economy, particularly consumption-
linked sectors such as consumer/retail (e.g. MRDIY MK, AEON MK, MNHB 
MK, BFOOD MK) and retail REITs (e.g. PREIT MK) where footfall is 
recovering even as rental rebates decline. Other beneficiaries of greater 
intra-country worker mobility and easing operating restrictions include 
the property construction/building material (GAM MK), auto/transport 
(BAUTO MK) and leisure (GENM MK) sectors. Reopening of external 
borders will most directly benefit the aviation sector, especially airport 
operators (MAHB MK) and an entrenched regional, volume-driven airline 
like AAGB MK (Capital A) – the reopening of China would be a particularly 
powerful boost for these stocks. Tourism proxies will also gain, including 
hotels/leisure (GENT MK) and hospital groups that benefit from medical 
tourism (KPJ MK, OPTIMAX MK). 

 Inflation: while rising cost pressures is resulting in margin pressures across 
multiple sectors, winners in an inflationary environment with sustained 
growth would include commodities exposures such as oil & gas (DLG MK, 
YNS MK, HIBI MK) and palm oil (KLK MK), consumer staples where demand 
is relatively inelastic and pricing power is strong (FFB MK, BFOOD MK, 
LHIB MK), consumer brands that benefit from down trading as real 
disposable incomes / affordability is eroded (MRDIY MK, PAD MK), banks 
from the perspective of higher inflation leading to higher interest rates, 
which are good for net interest margins (HLBK MK, RHBBANK MK, ABMB 
MK) and green energy stocks as transition plans accelerate in the face of 
surging energy prices (SOLAR MK, CYP MK). A key loser from eroding real 
disposable incomes is consumer discretionary stocks where demand is 
elastic and pricing power weak. In a bear case, stagflation scenario, a 
more defensive approach via utilities (GMB MK, T MK, MLK MK, MFCB MK) 
and healthcare (KPJ MK, OPTIMAX MK) would be warranted. 
 

 Interest Rates: with ASEAN rate hikes, including Malaysia, continuing to 
lag the Fed, regional currencies are expected to remain soft vs. the USD 
notwithstanding indications that future Fed rate hikes will be less 
aggressive / steep – this would especially be the case if aforementioned 
inflation risks come back onto investors radars. A weaker Ringgit is a boon 
for local-cost exporters, especially the tech and manufacturing sectors, 
but equates to a margin squeeze for importers of USD inputs (e.g. coal 
imports for Tenaga, auto parts imports for USD-priced components, media 
content imports for Astro). While most sectors will see earnings drag from 
higher finance costs, especially property/REITs-centric leveraged 
operating models, the impact is relatively modest given broadly subdued 
corporate net gearing. However, sectors that are enjoying both an interest 
income uplift stemming from net cash balance sheets and FX tailwind 
given USD-exports are petrochemicals and technology (INRI MK, VITRO 
MK, FRCB MK, GREATEC MK). The EMS (Electronics Manufacturing 
Services) sector will also benefit from improved competitiveness given 
Ringgit-based manufacturing costs for exported products (ATech, VSI). 

 

 Politics and Policy: while Prime Minister Anwar Ibrahim’s ruling coalition 
appears to have a comfortable majority in Parliament, policymaking will 
nonetheless require consensus among the component parties and this 
could prove unwieldy and sub-optimal. Investors will be watching the 
following policy issues particularly closely given potential impact on 
corporate earnings trajectory: i) revision of current blanket subsidies for 
petrol – the expectation is a more targeted subsidy mechanism will be 
introduced so that prices can remain capped for the lower-income while 
generating fiscal savings; some inflationary impact is anticipated, with 
corporates likely to see production costs; ii) to widen the tax base, new 



 

December 14, 2022 79 

 

Malaysia 2023 Outlook and Lookouts  

taxes may be introduced – while carbon tax and capital gains tax have 
been mentioned, we do not see these as particularly imminent or 
sufficiently impactful; most likely, GST will need to be reintroduced, 
likely at a more immediately palatable lower rate than the 6% when it 
was first introduced in April 2015 (and subsequently abolished in 2018); 
again, there is likely to be an inflationary impact on cost of production; 

And iii) GLC Reform may resurface as an important thematic for the 
market should there be clear political appetite for the same – bearing in 
mind the lessons learned from the first 10-year GLC Transformation 
Programme launched in 2004, we would advocate a second and more 
aggressive transformation programme (i.e. GLCT 2.0), that focuses on the 
matching of capable, performance-linked and empowered management 
teams with these asset-rich but efficiency-lacking entities. Given their 
outsized weightage in not only the equity market but also the broader 
economy, such GLC reforms, if properly executed, represent the most 
tangible and internally-driven opportunity to reinvigorate Malaysia’s 
broad economic dynamism (see pgs.50-54 for details). 

Ultimately, as signaled by PAS’ large electoral gains, indications of a potentially 

more Islamist future for Malaysia in general does not bode well for sectors like 

gaming (Genting, Genting (M), Magnum, Sports Toto) and alcohol/breweries 

(Heineken, Carlsberg). In crunching the numbers for the relatively more exposed 

gaming sector in particular, we note that with PN winning the most seats in the 

Perlis, Perak and Pahang state assemblies, there is clearly a risk that PN will 

agitate for a clamp down on gaming in these states. PN controls 14 of 15 Perlis 

state seats, 26 of 59 Perak state seats and 17 of 42 Pahang state seats. 

 

 
Fig 117: State seats won in GE15: by coalition  

 Barisan Nasional Perikatan Nasional Pakatan Harapan 

Perlis 0 14 1 

Perak 9 26 24 

Pahang 16 17 8 
 

Source: Malaysian Election Commission 
 

 

While PN did not target the gaming sector in its manifesto, its main component 

party, PAS has a history of clamping down on gaming. In 1991, the Kelantan PAS 

Government banned NFO outlets. In 1999, the Terengganu PAS Government did the 

same. In Nov 2021, the Kedah PAS Government announced that it will ban NFO 

outlets effective 1 Jan 2023. Moreover, PAS has made repeated threats to shut 

down Resorts World Genting if it ever came to power in Pahang. 

 
Fig 118: No. of outlets by NFO operators in selected states  

 Magnum Sports Toto Malaysia Da Ma Cai 

 # of outlets % of total # of outlets % of total # of outlets % of total 

Kedah 13 3% 12 3% 20 3% 

Perlis 1 0% 1 0% 4 1% 

Perak 83 17% 55 16% 66 10% 

Pahang 17 3% 9 3% 40 6% 

 114 23% 77 22% 130 19% 
 

Source: MAG, SPTOTO, Da Ma Cai 
 

 

To date, we have not accounted for the Kedah NFO outlets ban yet as its impact 

is not expected to be material to earnings (c.3%). That said, the collective impact 

of a banning of NFO outlets in Kedah, Perlis, Perak and Pahang is 22-23% to earnings 

(assumes similar gross NFO sales/draw/outlet for all NFO outlets). The largest 

negative impact stems from the ban of NFO outlets in Perak at 16-17% to earnings. 

 

At first glance, the impact to Genting (M)’s casino-resort Resorts World Genting 

(RWG) seems more devastating. We estimate that RWG will contribute c.75% to 

group earnings by FY23E. That said, we understand that not all of RWG’s casino 
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floor is located in Pahang with some being located in Selangor. Genting (M) could 

shift tables and slot machines from Pahang to Selangor so long as its casino license 

by the MOF is not retracted. That said, we have not received any indication from 

Genting (M) management on how many it could move from Pahang to Selangor. We 

have removed Genting (M) and Heineken from our Top Picks portfolio (Fig 122) 

for now, pending greater clarity on Government policy towards these respective 

sectors going forward. 

 

From the Quants perspective, as articulated in an earlier Portfolio Strategy report 

(“Malaysia: Positioning for Alpha”, dated July 24), we favoured Consumer Staples, 

Financials and Health Care as pre-election plays. In our most recent Quants 

strategy update relating to performance around Malaysia’s general elections (see 

“A Post-GE Redux?”, dated Nov 17), using MSCI Malaysia IMI indices to measure 

performance, two of our favoured sectors – Health Care (+13.8%) and Consumer 

Staples (+5.1%) - have outperformed the benchmark (+2.5%) since Parliament was 

dissolved on 10 Oct. Safe haven plays have seen keen interest with Telco (+8%), 

Health Care providers (+3.8%) and Utilities (+3.2%) turning in strong share price 

performance. Financials were a relative laggard over this period (+0.4%) though 

we note already-strong YTD performance (+8.0%). 

 

The question is whether the strong performance in certain sectors would reverse 

post-GE. Based on our analysis on the past three elections (2008, 2013, 2018), 64% 

of the time, sectors which outperformed continued to outperform post-GE. Hence, 

we continue to prefer Health Care and Consumer Staples as a low correlation play 

to the economy. For sectors which have underperformed pre-GE15, we see 

opportunities for a contrarian play via the IT/Tech sector. Interestingly, if we 

exclude the outlier effect of MYEG which performed poorly post-GE14, 

performance of the IT/Tech sector had reversed 3 out of 3 times in the past (i.e. 

IT sector underperformed pre-GE and outperformed post-GE). Additionally, our 

funds flow tracker also favours a rebound in the IT/Tech sector. 

 

 IT/Tech sector picks: in the hardware space, we recommend Inari, 

ViTrox, Frontken and recently-upgraded Greatech; in the software 

sector, our preferred exposures are CTOS and MyEG, while we have 

also recently upgraded GHLS. Re EMS-subsector, our top pick is ATech; 

we also like VSI. 

 

 Consumer Staples/Healthcare picks: re consumer staples, we like 

Farm Fresh, Leong Hup, BFood and, per relatively inelastic palm oil 

consumption, KLK; other consumer plays are MR DIY and AEON; KPJ 

and OPTIMAX for healthcare. 

 
Using data from 2018 GE14, Quants ran a quantitative screen and concluded that 

the balanced style (i.e. using a combination of factors associated with all the 

main styles of investing i.e. value, growth, momentum, quality and low 

volatility) was most highly correlated to six-month outperformance post GE14. 

The MIBG Quant Balanced Scoreboard portfolio is per below – many of the stocks 

featured are either in our Malaysia general portfolio top picks (i.e. Allianz, RHB, 

BAuto – see Fig 119) or recommended dividend yield portfolio (i.e. Gas(M), 

MBM). 

 

 

 

 

 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=28d73f3a714e5a1f37c6181a2793aac518be8cbddmG9Wl4cBGwSMZWwIpylPHHpcJSxGO6_aBD1-yK71OQqQ3vjm3lnR41AgO8Er1LNB9GgD1smDQbwLbjT03qsJPdDZgpTWUE4tzjjjOxmEKOX9b0i354MgEWM9tCRmxwmuRPUIkPzwMOWflzZIxN7j9C9nUJDZX7078DHiasJoEMz6urr3ky0zuJ9sz4H3mruqaXD-zMOgYJne8knvj_mclg%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=22c0c8c13b1406014497460503bf905c1a0235f86zYyan1ZJWU0hWsQMHcaySsMAumh3oYq34dQJ4R77nssQL62rWMKOdmXxyOvzJHGNvxbjyU-7eAldaL6IH6lgEHDQ7SkfU6wZBfr4fOArWcIFqUYWc2pnUkQ-MHzt0pmzSvA2o73J1YymWBYvF3tcN09pNI0VOFX-SAr-4tVOG4bsIDZcGUyq-PRvftyXIbz2-SgIbFtkBOe4EBkAgHQhVw%2C%2C
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Fig 119: MIBG Quant Balanced Scoreboard Constituents 

 

Sources: Maybank IBG Research, FactSet 

 
 
On ASEAN peer basket valuation comparison per Fig 120 below, notwithstanding a 
fairly resilient YTD performance, the historical average 20% PE multiple premium 
the Malaysian market used to command over regional peers is no longer obvious, 
while PB and dividend yield measures have become relatively attractive. The 
market’s gradual structural de-rating is attributable to a combination of factors, 
in particular sustained foreign selling as Bursa Malaysia’s weighing in benchmark 
global indices continues to decline, an erosion of Malaysia’s historical policy and 
political stability premium, as well as uncertain medium-long term growth 
potential (i.e. middle-income trap concerns), the latter already an issue pre-Covid 
per the KLCI’s negative earnings growth over 2018 and 2019 (and continuing in 
pandemic-impacted 2020) notwithstanding sustained underlying GDP expansion. 
Current improving sentiment towards the KLCI as a defensive draw, underpinned 
by its aforementioned heavy ‘old economy’ financials and commodities weightings, 
has seen the performance gap vis-à-vis ASEAN peers narrow. However, without 
deeper structural economic reforms to facilitate new growth drivers, this 
narrowing valuation gap is likely to be transient. 
 
For a by-country rundown on 2022 equity market strategies and sector/stock 
positioning by MIBG’s regional country Heads of Research, please refer to our latest 
bi-monthly ASEAN+ Strategy publication, the most recent of which is dated Sept 2 
(“ASEAN+ Fortnightly: Highlights (28 Nov – 9 Dec)”. 
 
 
Fig 120: ASEAN: regional market valuations 

 
Source: Maybank IBG Research, MSCI, Bloomberg (as of 08 Dec) 

 
A snapshot of recommended sector weightings is per Fig 121 below - recent sectoral 
developments of note post-2Q22 reporting are: 

 

 Banks: it was another good quarter for the sector, both in terms of 
immediate 3Q reporting, which were largely within-to-slightly-ahead of 
expectations, as well as earnings guidance. Broadly, most of the banks 
continue to revising higher loan growth (strong GDP rebound; we have 
revised higher our 2022E/2023E sector loan growth forecasts to 
6.2%/4.8%, from 5.2%/4.5% previously) as well as net interest margin 
(NIM) guidance (rising interest rates) while moderating credit costs 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=28e7b75ebdb90a4103fce5864f46bb29ce1b573f9yoLRye4VOiVmmBI5cCoaOTigymTs6JdyorJjJXxhYYRbMKAO0KyjhmMbe9KUpTxEXLFmA80yl-KIfnPv460rgNvIHCkNPaZ_cOXyT0gmEhhHmff-0ZvsAiJR5mBC_wuXnudvc8zbpDOb_U53OIZ9LrmE_8uJxjilNVd5rcSG9S31q5HwGtT4jAR-yls2KbRXFDAHZDrg_6DHuy7oCDaFUw%2C%2C
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expectations as the economy recovers – the resulting earnings upside is 
only partially mitigated by weaker non-interest income (NOII) outlook as 
investment banking and treasury income softens.  
 
Among notables, CIMB significantly raised its loan growth target for FY22 
to 8-9% (from 5-6% previously) while lowering both its cost/income ratio 
as well as credit cost guidance, the latter to 50-60bps (previously 60-
70bps). Public Bank has guided for larger NIM expansion of 12-15bps (vs. 
8-10bps previously) and incrementally lower credit cost of 10bps (10-
15bps previously). Top pick RHB Bank saw 3Q22 results beat expectations 
on lower credit costs, prompting us to revise our own credit cost 
assumptions lower (to 30bps, from 40bps previously). Alliance Bank also 
beat expectations on lower credit cost and, reflective of its sector-high 
CASA ratio of 48.7%, upped its NIM guidance to 2.55-2.60% (from 2.5% 
previously). Outperforming Hong Leong Bank broadly albeit 
incrementally raised its FY23 (June YE) targets re loan growth, NIM, 
cost/income ratio, GIL ratio, credit cost and ROE. Overall sector 
weighted average dividend yield for FY22E/23E is now >5%. 
 
Bank Negara’s Financial Stability Review 1H22, released in early October, 
effectively underscored the banking sector’s strong fundamentals. In 
particular, loans under repayment assistance declined to just 7.2% of 
total banking system loans as at end-June 2022 (vs. 26.1% end-Dec 2021). 
Banks’ have excess capital buffers totaling a hefty MYR122.9b, and under 
stressed scenarios, BNM estimates overall sector impairments could rise 
to still-manageable 5.8% of total system loans by end-2023, from 1.7% 
end-2021. Re foreign currency (FX) net exposures, weakness against the 
USD is resulting in some inflating of external debt value but banks 
continue to maintain sizeable foreign currency (FCY) liquid assets, 
sufficient to cover 2.6x of FCY external debt-at-risk (DAR), similar to the 
2017-2019 average of 2.6x. 
 
On the issue of system liquidity, aggregate Liquidity Coverage Ratio (LCR) 
and Net Stable Funding Ratio (NSFR) stood at an elevated 148% and 119%, 
respectively – this is more than sufficient to buffer for anticipated 
liquidity drain relating to the SRR i.e. the use of MGS and GII to fully 
comply with SRR, which has been in place since May 2020, is set to expire 
at the end of 2022. Current headline SRR is 2%, but effective SRR close 
to zero. We estimate a liquidity net drain of about MYR30-32b from the 
banking system on the full reversal of such flexibility for banks, although 
the pace of adjustment will depend on whether it will be a one-off or 
phased withdrawal.  
 

 China Reopening (Aviation/Transport, Gaming): since China announced 
some relaxation of its draconian Covid restrictions in early-Nov, with a 
reduction in quarantine period for inbound travellers and scrapping its 
policy of snap closures of flight routes, there has been growing 
anticipation of a sustained rollback of Covid restrictions leading to the 
country’s eventual full reopening. The steps in Nov are still far from a 
reversal of the country’s ‘dynamic’ zero COVID policy which implies China 
will keep its borders largely closed and mass outbound tourism from 
China will not follow. Yet, the easing of restrictions is a start and, specific 
to Malaysia, flight frequencies to China have been increased from 1/week 
to 15/week. Malaysian tourism benefitted greatly from the rise of the 
Chinese tourist before the COVID-19 pandemic struck. In 2019, 3.1m 
Chinese visited Malaysia, tourism receipts from Chinese visitors hit 
MYR15.3b and average receipt per Chinese visitor to Malaysia nearly hit 
MYR5,000. All 3 statistics were record highs.  
 
In postulating a recovery in Chinese tourism in 2024 (back to 2019 levels), 
we expect both the aviation and gaming sectors to benefit, with the 
former benefiting more (see report “What if Chinese tourists return in 
2024?”, dated Nov 9, for more details): 

 
- Malaysia Airports: FY24E earnings and DCF-based TP could be lifted 

by 18% and13%, respectively. In 2019, 2.0m Chinese visitors flew to 
Malaysia (KLIA Main and other airports: 1.3m, klia2: 0.7m) and 
returned to China via c.20,000 flights. Chinese visitors also spent 
nearly 2x that of other visitors at MAHB’s Malaysian airports’ retail 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=22aaf9070f69928c156b6e3938bda0a138c637bb2zvzjpKASaD9N3TrmqZlIdJBEyYnTWrosYMHv57JVl0o3QN0Xv02IOIo_CwCmLy6gKBz-zOF69_iUBS7ZgltZRbeB5_gct5II6lCPVEMcNkZARSfEPUgxWV4TKchN-960LoeEzf5tEeNTghNNI1PhOrx6cnNx-HmoA755zIqO4Nzp5yI3MLN3gNJUR4fFlPNRocDtXkwr4-b7dFRrdzqfXQ%2C%2C
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outlets which translated into c.MYR30 per Chinese visitor. That said, 
we caution that a couple of Malaysian airlines will need to rebuild 
their fleet size to bring in the same number of pre-COVID Chinese 
visitors to Malaysia i.e. two Malaysian airlines that used to fly to 
China, AirAsia X and Batik Air Malaysia, cut their fleet size from their 
peaks of 24 and 45 aircraft, respectively, to only 12 and 31 aircraft 
respectively post-COVID. 

 
- Capital A: under a ‘blue sky’ scenario where China flights return to 

FY19A frequencies in FY24E, our FY24E earnings and SOP-based TP 
could be lifted by 43% and 10%, respectively. That said, we caution 
that Thai AirAsia (TAA), which is in the midst of rationalizing its fleet 
size, may struggle to meet demand should China fully reopen its 
borders. TAA was the hardest hit by COVID-19 amongst CAPITALA’s 
airlines. Thus, it cut its fleet size from a peak of 63 to 58 currently 
and has plans to eventually whittle down its fleet size to 53 by end-
FY22E. If China were to fully reopen its borders and TAA cannot lease 
enough aircraft to meet demand, it follows that the earnings 
accretion from TAA may not occur. Conversely, the current fleet sizes 
of MAA and PAA are large enough to meet pre-COVID demand should 
China fully reopens its borders. 

 
- Genting (M): FY24E earnings and DCF-based TP could be lifted by 

only 8% and 4%, respectively.  In 2019, Chinese hotel guests 
accounted for 2% (i.e. 0.5m pax) of Malaysian casino-resort Resorts 
World Genting (RWG) total visitor arrivals. Assuming a 1:1 ratio 
between Chinese hotel guests and Chinese day trippers (i.e. Chinese 
staying at other accommodation other than RWG hotels), we gather 
that Chinese accounted for only 4% (i.e. 1.0m) of RWG total visitor 
arrivals in 2019. Furthermore, we understand that not many Chinese 
VIPs gambled at RWG pre-COVID as they preferred to gamble in 
Macau or Singapore. 

 
- Genting: FY24E earnings and TP could rise by 10% and 3%, 

respectively as casinos in Malaysia, Singapore and Las Vegas benefit. 
Via 50%-owned GENM, we estimate that Chinese visitors accounted 
for 4% of Resorts World Genting (RWG) total visitor arrivals in 2019 
(i.e. 1.0m). Via 53%-owned GENS, we understand that Chinese VIPs 
accounted for 30- 40% of Resorts World Sentosa (RWS) VIP volume 
and Chinese visitors accounted for c.1/3 of RWS mass market gross 
gaming revenue (GGR) in 2019. That said, we doubt many Chinese 
VIPs will return to Singapore going forward as China outlawed cross-
border gambling in Mar 2021. We left out Resorts World Las Vegas 
(RWLV) from our sensitivity analysis because it does not have a long 
operating history as it opened during the COVID-19 pandemic (i.e. 
24 Jun 2021). RWLV is Asian themed and nearby Wynn Las Vegas was 
extremely popular with Chinese VIPs pre-COVID - thus, there could 
be earnings upside to RWLV should Chinese visitors return to Las 
Vegas.  

 

 REITs: reflective of the broad normalization and recovery in the 

underlying economy and overall population mobility, the REITs sector has 

been showing a solid recovery, which still-discounted valuations are yet 

to adequately reflect. 3Q reporting saw us upgrading two REIT stocks: i) 

YTL Hospitality REIT is raised to BUY (from HOLD) as reopening of 

international borders boost earnings from its Australian hotels; we are 

forecasting a strong net DPU yield of 8.4% - 10.1% in FY23-24E attributed 

mainly to the repayment of rental variation adjustments for master 

leases (70% of NPI is via stable master lease arrangements for its 

Malaysian and Japanese properties); and ii) Sentral REIT is raised to BUY 

(from HOLD) – while 3Q reporting was within expectations, upside to 

unchanged DDM-TP is attractive (total return plus dividend is >10%), as is 

6.6% dividend yield for FY22E (vs. sector average of 5.4%). The YoY 

earnings decline was mainly due to lower revenue from QB2-HSBC and 

Wisma Technip, after non-renewal of their tenancies in the previous 

quarter. We expect new tenants at the Wisma Technip and QB2 properties 

to come in from 2023. 
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Our top picks in the sector are Axis REIT (for resilient logistics-centric 

assets; has proposed a placement exercise to provide headroom for more 

acquisitions and finance new development projects) and Pavilion REIT 

(retail sector-centric assets which are benefitting from recovering 

footfall even as rental rebates decline; is expanding via the planned 

acquisition of Pavilion Bukit Jalil), while both Axis REIT and Sentral REIT 

are in our recommended high dividend yield portfolio per Fig 97. 

 

Fig 121: Recommended sector weightings 

 
Source: Maybank IBG Research 

 

Re our Top BUYs (Fig 122), we flag notable initiations/rating changes, deletions 

and additions over the last quarter vis-à-vis the recommendations in our Malaysia 

2Q22 Results Roundup report “Improved underlying traction”, dated Sept 2: 

Notable initiations/rating changes: 

 Lotte Chemical (TTNP MK): as articulated in 3Q22 results update note 

“3Q22: Net Losses Widen”, dated Oct 28, Lotte suffered its second 

consecutive quarterly core net loss. In a repeat of 2Q22, the trifecta of 

severe margin compression, marked-to-market inventory write-downs and 

associate underperformance widened TTNP’s 9MFY22 core net losses to 

MYR185m. Despite improving product spreads (recovering from Sept 

trough), it is unlikely that TTNP will return to the black in FY22 (we now 

forecast a MYR215m core LATMI) and we have reduced our FY23-24 

forecasts by 15%/8% accordingly. FY22 will likely be TTNP’s first annual 

loss since its 2017 IPO. Nonetheless, share price has corrected sharply 

(>30%) since our rating downgrade in late-April and we upgrade the stock 

to HOLD (from SELL) on now balanced risk-reward; MYR1.46 TP is pegged 

to an unchanged 3.7x FY23 EV/EBITDA multiple (LT Mean).  

 Swift Logistics (SWIFT MK): as detailed in our initiation of coverage 

report “Proxy to the growing demand for logistics services”, dated Sept 

27, where we initiate coverage on the stock with a BUY rating, Swift is a 

leading integrated logistics service provider, operating in segments such 

as container haulage, land transportation, warehousing & container depot 

and freight forwarding. Its strengths lie in its ability to create value 

through successful M&As, vast network of coverage, significant market 

share, and high operational efficiencies (as reflected in its superior 

margins vs. industry peers). The group has established a strong 

relationship with its blue-chip clientele, which offer a stable and resilient 

revenue stream, and opportunities for wallet share increase. The group’s 

near-term growth is underpinned by its recent capacity expansion, ie. the 

addition of 30 new prime movers, ongoing warehouse expansion, and new 

venture into cold chain logistics. Over the longer-term, Swift Haulage will 

focus on its strengths to grow its business via M&A activities, wallet share 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2552fd8190ad4a39741da824e3416d94915df55a2cMyrcPsT-dln4qgQ3sdDDIgYb65JCWkiUDpLXbZn7TwMe7mbus4oYkehyI7Qjv2bvVfx5WiQJXpdic3xi1J3eNrfNwxvvdn_sHgqwzj19MbACLNtKDXKhJLcmk0LnwutnnC5MpNGkpnQysJ2MuRx7DWgRhxibOvIXXAs8qHzM4P5gufcTR_vy2j5K5DCaIPohUzAkWOgo6aG-ZIcm1Urng%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=20e031ff2936449508eb061f6cf5c5719db33359alsS8eGGI62VeOC63bIy7AWxwW_1oyo5uNB4SPEuLwk-SrsW6BJg4zQ8DkHHQ3-1DIjJ0VErhsvftZtJ59nHxCUeLxrSsjLWxRAEGtxWhZC7rytKQRS70BXGg_6n5AE0_fk17U_Ms569i75JGILkoPStnDPLCCt-ssPkW0XjuCsBNlVstXTSV-W8G8s1q0qXarrxbweKmtOnp4WmDRO7P6g%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=275b49b21b3305de4a7fdf1a61484d135a63e64d2AgdJDAjl-9NPeVGIkxxJOQTSgUteQVuByYft5XRwgsxKrAuageEJ1IDRJ1sMpHHw7A0OmuCcpBEcOmIohgXiL4tbsHQAM6-usLLsoV9DjB52FFsFm2J23HB5xZufLQ8YkqkfIbndI0l94GWa9XwDNkk6qtIBgvJGbXig564XTKzJcaSm8LIMUam-dFtAZPzhoesbuNThVoEciu24LS_ohw%2C%2C
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increase, and capitalising on its strategic vacant land banks to generate 

returns.  

Recently-reported 3Q22 earnings were below expectations (see “Results 

miss expectations”, dated Nov 15, for details) – despite all operating 

segments recording improved revenue YoY, earnings contributions from 

the land transportation and freight forwarding segments undershot, the 

latter impacted by lower freight rates. The group is still in the midst of 

passing on the inflationary costs to its customers (particularly higher staff 

costs due to min. wage increment), which has largely affected its 3Q22’s 

operational performance (as reflected in its EBIT margin pressure). Full 

costs pass through should be completed by end of this year/early next 

year. Despite an increasingly challenging operating outlook, Swift 

maintains its guidance of double-digit earnings growth in FY23E (vs. our 

conservative +8% YoY), underpinned by full year contribution from its 

recent capacity expansion. It is expecting the inevitable China reopening 

to also contribute positively to the container throughput volume in this 

region, further supporting the demand for container handling logistics. 

We maintain our earnings forecasts and MYR0.64 TP on unchanged FY23E 

EV/EBITDA of 7.0x, in-line with its peers’ 5Y median. 

 Astro (ASTRO MK): as articulated in our rating downgrade report (from 

BUY to HOLD) entitled “The going is getting tough”, dated Sept 27, while 

2QFY23 earnings were within expectations, a lower-than-expected 

dividend portends a weak outlook. Given high inflation and high interest 

rates driving poor consumer sentiment, weak MYR inflating USD 

denominated costs and still rampant content piracy, ASTRO expects its 

outlook to be challenging. Recall that it will also incur high content cost 

in 4QFY23 due to the FIFA World Cup but we had expected this. Moreover, 

we note that e-commerce platforms continue to sell TV boxes with pirate 

content despite the Copyright (Amendment) Act 2022 being gazetted 6 

months ago on 18 Mar 2022. We cut FY23E/FY24E/FY25E TV subscription 

revenue (70-75% of group revenue) by 9%/17%/23% and assume a weaker 

MYR:USD exchange rate going forward (MYR4.50 vs. MYR4.20 previously). 

The former is premised on ASTRO continuing to churn subscribers over the 

next 3 years to c.2.0m subscribers (end-FY22A: 2.4m-2.5m subscribers). 

Net impact is to cut FY23E/FY24E/FY25E EPS and DPS by 8%/14%/28% and 

9%/7%/29% respectively. Coupled with ascribing -2% terminal growth rate 

(0% previously), we cut our DCF-based TP to MYR0.82 from MYR1.24 on 

unchanged WACC of 10.1%. 

Deletions: 

 Petronas Chemicals (PCHEM MK): as articulated in our results update 

note “3Q22: Earnings have likely peaked”, dated Nov 29, PCHEM posted 

a satisfactory set of 3Q22 results despite inflated headline numbers 

owing to a one-off recognition gain. Although plant utilisation is likely to 

remain in the high-90s in 4Q22, weakening product ASPs is likely to 

compress margins moving forward. Key takeaways from 3Q22: (i) Group 

turnover climbed 7% QoQ despite average blended product ASPs easing 

to MYR2,571 (-22% QoQ) as PU rates hit 97% in 3Q22 (O&D: 101%; F&M: 

94%) vs. 72% in the previous quarter; (ii) EBITDA margins contracted 

6.5ppts YoY as ops experienced margin compression from a 31% increase 

in unit production costs (esp. SGA spend) – input costs are expected to 

remain elevated moving into FY23; and (iii) JV and associate contribution 

posted an MYR1m net loss (MYR255/70m profit in 2Q22/3Q21), likely from 

weaker oxyalkylate product spreads. PCHEM’s product price outlook has 

weakened considerably since its peak in late-1Q22/early-2Q22. Average 

blended ASPs for the O&D/F&M segments were lower by 9%/26% in 3Q22 

with further declines expected in the O&D segment in 4Q22. Although 

urea and ammonia have remained bright spots in a relatively tight market, 

we expect ASPs to moderate in the months ahead as demand from slowing 

economies wane and China resumes exports following protracted controls 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=26d1013a52113891406da8366a5f3b6f29cf86fb3Nya6YYU3gz2RgsdEopMVhBqb33QPNVjFC_tBTuGcjoRw8wrKPLks-Ux5N3I86fHsQj_nYTmYgevgKSy8MMbiE-Z74EKOyG_wrjkaDUlxK3F5T2kfobQ8D7AVn4Yr3MfM2sdS4s2ITKElLEpZbm_J4PCjhOs25zzJS-J_xfHp8fbbDFKTqYMIRRBt5rOgMD0QRZQUkB18jxtMTzca_UodJQ%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=26d1013a52113891406da8366a5f3b6f29cf86fb3Nya6YYU3gz2RgsdEopMVhBqb33QPNVjFC_tBTuGcjoRw8wrKPLks-Ux5N3I86fHsQj_nYTmYgevgKSy8MMbiE-Z74EKOyG_wrjkaDUlxK3F5T2kfobQ8D7AVn4Yr3MfM2sdS4s2ITKElLEpZbm_J4PCjhOs25zzJS-J_xfHp8fbbDFKTqYMIRRBt5rOgMD0QRZQUkB18jxtMTzca_UodJQ%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=234ff8306f900e7d88f2d36fe9457d23103e0a343UqYMql-Sho5Vx7mF49okHtBKTMOMtNuMXmfLIMFsyzBApA0yxR_K7__dZUo8O2ZsfidFc2jftWgFdfvNPXUZ4Ni7a4Se223iiVeMllyrA0oYMwfkM-_dN7BkK8SSzvyqYKY7X1LiUrSTAwSjAIrIYB9z0FxIOoXV-4DYBMavgVJjdJOrnF0NHiR2YzqND_o7jJjLGCmZpA3nwNyHkwWHhw%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=234a0b8edf2978d027242f45d9f32e414c25196a1MHs8vI2mgC3kbCu0qE6NEu2T5hxJfs0mYDFBUrR2RnnjwtgCKXM3zrRGkiFYhYM9gFdWrqi9JmhGlMb3fNRETB7T5BVtEKp_2xic81x6356N_UlKHvbEgLSmXVCHrgFsFD8zPX-aGDKqSrokn0MPlpSINDThUX461Y4OTjzk4pZwIcqzbPgeA23ZXwjFLYXHG3RKdzuChGxhY7Jnd959iQ%2C%2C
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earlier this year. We have raised FY22E estimates by 5% but maintain our 

forecasts for FY23-24E. With a challenging macro environment on the 

horizon, we cut PCHEM to a HOLD and lower our valuation peg to 6x FY23 

EV/EBITDA at -1SD to the LT mean (previously 9x, at the Mean). Our 

revised TP is now MYR9.10 (-19%) with risk-reward likely balanced at 

current price levels. 

 Genting (M) (GENM MK): as signaled by Islamist party PAS’ large electoral 

gains in GE15, indications of a potentially more Islamist future for 

Malaysia in general (notwithstanding PAS not being a component of the 

current ruling coalition) does not bode well for a “non-halal” sector like 

gaming, prompting us to remove Genting (M) from our top picks until 

there is greater clarity on national and state level policy towards the 

sector going forward. Re recent 3Q22 results reporting, as detailed in 

results note “Seemingly weak results mask a decent recovery”, dated 

Nov 25, 3Q22 saw an earnings shortfall due to higher-than-expected:- (i) 

interest expense; and (ii) tax expense due to deferred tax charges driven 

by reversal of tax credits recognised in previous years. 3Q22 RWG visitors 

arrivals hit 5.9m (2Q22: 5.4m) or >95% of pre-COVID levels. We expect 

4Q22 RWG visitor arrivals to continue recovering QoQ as 4Q is the peak 

quarter for RWG visitation. Also, share of losses from 49%- owned Empire 

Resorts (Not Listed) narrowed 79% YoY and 84% QoQ to MYR6.6m as 

operations improved. GENM did not discount the possibility that it may 

break even going forward aided by Resorts World Hudson Valley which 

will open soon with >1,000 video lottery terminals. We cut our 

FY22E/FY23E/FY24E earnings by 38%/4%/3%. Rolling forward our 

valuation base year to end-FY23E from end-FY22E, we raise our DCF-

based TP to MYR3.45 from MYR3.27. Maintain BUY. 

 Heineken (HEIM MK): as signaled by Islamist party PAS’ large electoral 

gains in GE15, indications of a potentially more Islamist future for 

Malaysia in general (notwithstanding PAS not being a component of the 

current ruling coalition) does not bode well for a “non-halal” sector like 

breweries/alcohol, prompting us to remove Heineken from our top picks 

until there is greater clarity on national and state level policy towards 

the sector going forward. Re recent 3Q22 results reporting, as detailed 

in results note “Another round of drinks, please”, dated Nov 9, 3Q22 

results were above expectations on stronger-than-expected sales 

notwithstanding weaker consumer sentiment. 3Q22 revenue growth of 

+12% QoQ resulted from (i) product price hikes of est. 6%-8% for on & off-

trade channels, effective 1 Aug 2022, (ii) continued on-trade volume 

growth, and (iii) better product mix. We suspect that front-loading 

activities may have also occurred before the price hike took effect in Aug 

2022. Consequently, EBIT grew 24% QoQ with margin expansion of 2.1ppts 

QoQ. On a YoY basis, revenue growth of +85% YoY was mainly due to 

volume recovery following eased movement restrictions and reopening of 

international borders. HEIM’s cost management initiatives throughout 

the pandemic also led to higher 3Q22 EBIT growth of +133% YoY. Upon 

adjusting FY22E/FY23E/FY24E volume growth assumptions to 25%/3%/3% 

(from 13%/6%/6% previously), our forward earnings estimates are lifted 

by 13%/10%/7%. HEIM’s outlook remains positive and we expect sales to 

be continuously driven by year-end festivities and larger scale marketing 

campaigns. Maintain BUY with a higher DCF-TP of MYR29.60 (WACC: 7%, 

LT growth: 3%). 

Additions: 

 Greatech Technology (GREATEC MK): as articulated in results update 

note “3Q22: Reversal of fortunes”, dated Nov 24, underpinned by easing 

supply chains, GREATEC saw a significant QoQ improvement in its 3Q22 

performance. GREATEC registered its highest quarterly turnover to-date 

of MYR156.9m (+65% YoY/+33% QoQ) in 3Q22, largely driven by timely 

execution of solar-related PLS (production line system) orders. EBIT 

margins improved QoQ (+4.8 ppts) owing to absence of project delays, 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=25e5c9b38c79819e5bf61b23d5b277d401248db4412UOrwOmoPq9zMz24F-1gWWilMfConLwyuoYb0whLQIXr1hUEm-wKKcZNqM6XpBay81HfgmSeGsYJxykv07g0fCe_A13Jnu2pqw7QWvMNks8ULZTrNwFBjnwWTcT3mYFMWjJ5jjv11X5oncQ1C75JDP2UJiN2fY1dHZcsLc83ki6FyHgSJMboxUWaSyReQkeD1LIk774FrJk16hxLuxJPg%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2ff5478a0a280fb88014784ae7415c93a3bb905adT6yWdJa60dCtwt9IkiYoNmNg7zq50WE9nw8j712qxyQKCEFL8gd6L_6MdqMiiXOgf7VZXZuTJI9uYc_H0BcBAuJ_BoJMYrZiN33nXrUu77m5AhvPEcd-tL_OGjIWFDV-VHyAiUNmvxJbkxorrazuiILyd8SPFy3w-LC5CnBNnYPreKv4gaLK4ECqvlJcgM9RY2bqDnsjJcxWBBu6La86cw%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=21aa910452b038903953a856d251f9aa33834ecd4H70DxUZd2nAGWMXoZ5h4I_TSOTokfB0p7FcTd4uGGqnoTiDz8jClq_R3CwStVyGWCe7qNvcmgPR7P36F9E-TDXVk9jeiWiK0eU2WKJbA3fHhnQDAdg36sZvW1QzEoMYD8eOonKvrAPAoosGqTVjtEMNpFljQEqpCv7VGVXYTPaBdUe5y4shdBW2fEshghNTdyPHPhTJVTK2Uf6ky0FBY0A%2C%2C
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third-party subcontract charges and input (material) cost inflation that 

had blighted its 2Q22 performance. YoY however, EBIT margins were 

lower by 4.4 ppts as a result of an increase in employee-related opex 

(headcount, share grants). With the group in aggressive expansion mode 

(+c.150 employees by end-Dec), it may be unable to maintain its 30% 

reported NP margin guidance and we estimate the equilibrium to be closer 

to c.25-27% moving forward. GREATEC’s fortunes appear to have reversed 

since August. Its outstanding order book now stands at MYR888m (+75%), 

lifted by sizeable solar (MYR343m), EV (+MYR130m) and life science 

(+MYR38m) contract wins over the last 3 months. Construction on its Batu 

Kawan IV plant will commence in 1Q23 (to be ready by end-2023). Other 

than the ongoing due diligence of its KAON Automation acquisition, 

management also disclosed plans to execute at least one other significant 

M&A exercise (>MYR1b) in 2023. Our FY22-24 earnings estimates are 

unchanged but we upgrade GREATEC to BUY (from HOLD), pegged to 35x 

FY23 PER, at the LT Mean (from 26x FY23 PER, at -0.5SD to Mean). 

 V.S. Industries (VSI MK): as articulated in FY22 (July YE) results note 

“Results exceed expectations”, dated Sept 28, VSI’s FY22 results came in 

above expectations, exceeding by 18%/15% of ours/consensus’ full-year 

forecasts respectively, as 4QFY22 earnings jumped +55% QoQ on the 

ramping up of production following the progressive arrival of much-

needed foreign labour since end-May. We believe VSI has finally cruised 

through the pandemic-led disruptions (ie. labour and raw material 

shortages), and operations are slowly recovering with the arrival of 

foreign labour and normalising supply chain. VSI is maintaining its c.+25% 

YoY sales growth guidance, mainly driven by strong orders from Customer 

X (supported by customers’ robust demand with healthy visibility and new 

models win) and growth from Customer Y (from low base), to cushion the 

slowdown in demand from US-based customer, coffee brewer and pool 

cleaning customer on weak consumer sentiment. While we remain 

cautious on headwinds such as inflationary pressure and consumer 

spending slowdown, we believe these have been largely reflected in our 

conservative forecasts at this juncture, with our TP derived by pegging 

VSI’s fully-diluted FY24E EPS of 8sen to a PER multiple of 14.4x (-0.5SD to 

its 5-year PER average of 16.9x). We upgrade to BUY (from HOLD) on 

better visibility re operational recovery. 

 Leong Hup Intl. (LHIB MK): as articulated in results update note “Above 

expectations”, dated Nov 30, LHIB’s 3Q22 results surprised on stronger-

than-expected recovery in poultry and feedmill ASPs, and sales volume in 

Indonesia and Vietnam. Key takeaways from 3Q22 results: (i) livestock 

segment sales reported a flattish 2% growth QoQ but EBITDA expanded 

54% QoQ on margin recovery from higher poultry ASPs and sales volume 

in Vietnam, Indonesia and Philippines along with government subsidies 

and grant received; and (ii) feedmill segment sales also grew 6% QoQ 

mainly from better feed ASPs and sales volume in Indonesia and Malaysia 

with EBITDA growth of 35% QoQ and margin expansion of 2.5 ppts QoQ. 

Factoring the strong set of results, we raise our FY22E earnings estimates 

by 65% but leave FY23E-FY24E estimates unchanged. Poultry and feed 

demand are expected to be stable in the near-term as LHIB’s respective 

countries of operations resume business activities without operational 

restrictions. That said, as cost inflation continues to weigh on consumers, 

prolonged government intervention through price controls remains a risk 

to the group’s earnings growth potential. With expectations for sustained 

earnings recovery in sequential quarters, we raise FY22E earnings 

estimates by 65% but leave FY23E-FY24E unchanged. LHIB is upgraded to 

BUY (from HOLD) with a higher TP of MYR0.90 (+40sen; unchanged 15x 

FY23E PER) on rolled forward valuations. 

 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2b0b2dc47381d6e4c6e151bb0ae878357454df257RTzSiy2lAzfoJPVkZjd537mqmZWGrIcXirMYz3iBwo9mQLkYJ-sWvm5vfG5T-izkqBPuBI1bI9Rd9RhW9rQKAUAZ85JFAL_voy0QLqepCOXNTmk7v7xFWlPR5Ul6NxO-nGktPbT8U7gkI5qhDg_Hvw7-hW0atUJf9FAWHklU2hQ_2w1IHqZKcOwQ7NhTK4UQld93ClWbruzhP4RenAX6RQ%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=24df3305988a18f7a30f316b48e36b572b871f259wGDtWjERXmufDyblBKtUWAxgF6DwKjD_63cmidYA3FqSs_rASZGm7kLHtHYxaXdY5-CyEAJODmq-XW-ceXwseys4GlQ8vYieO2jpI3vTOOx2eeH_mWRLZifjKHNr1wMqyUoeBvF18HX6pi_HR5ObPnLwYaEppXAu1dyfX0mIgB2yPx20QQA91MRXPc4-cy1VfiVHGGabNg26uPnUncoqIA%2C%2C
https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=24df3305988a18f7a30f316b48e36b572b871f259wGDtWjERXmufDyblBKtUWAxgF6DwKjD_63cmidYA3FqSs_rASZGm7kLHtHYxaXdY5-CyEAJODmq-XW-ceXwseys4GlQ8vYieO2jpI3vTOOx2eeH_mWRLZifjKHNr1wMqyUoeBvF18HX6pi_HR5ObPnLwYaEppXAu1dyfX0mIgB2yPx20QQA91MRXPc4-cy1VfiVHGGabNg26uPnUncoqIA%2C%2C
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Fig 122: Malaysia: Stock Recommendations 

 
Source: Maybank IBG Research, FactSet, Bloomberg (as of 09 Dec) 

 
In regard to our Top Sells (Fig 123), which remains anchored by our continuing 

Underweight stance on the gloves sector (i.e. reiterate SELL ratings for Hartalega, 

Top Glove and Kossan), the list has becoming significantly shorter following i) the 

exclusion of Lotte Chemical following its upgrade to HOLD – as detailed earlier, 

while 3Q22 results disappointed again, the stock price has already been heavily 

discounted and with product prices recovering from Sept lows, risk-reward is now 

balanced; ii) the upgrading of Al-Salam REIT to HOLD; while 3Q22 results missed 

estimates (see “3Q22 missed estimates”, dated Nov 28) due to slower-than-

expected recovery at Komtar JBCC, the share price is now trading near a record-

low, providing total return of +8% which includes FY22 net yield of 6.4%; and iii) 

the upgrading of UEM Sunrise to HOLD; as detailed in 3Q22 results note “Mixed 

delivery”, dated Nov 24, while earnings came in above expectations, 9M22 sales 

of MYR736m were below expectations, at just 49% of UEMS’ FY22 sales goal of 

MYR1.5b. Notwithstanding TP being adjusted lower (-4 sen, to MYR0.23), the share 

price has already corrected sharply, and now provides +10% total return. Note our 

preferred picks in the property sector are ECW MK and SDPR MK. 
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Fig 123: Malaysia: Sell-rated stocks 

 
Source: Maybank IBG Research, FactSet, Bloomberg (as of 09 Dec) 

 

Fig 124: KLCI‘s 12M forward PER at 13.4x @ 30 Nov 2022,  
or -1.3SD of LT mean (mean = 16.2x, 1SD = 2.1x) 

\  

Source: Bloomberg, Maybank IBG Research (chart) 
 

 Fig 125: KLCI’s trailing P/B at 1.43x @ 30 Nov 2022,  
or -1.0SD of LT mean (mean = 1.75x, 1SD = 0.31x) 

 

Source: Bloomberg, Maybank IBG Research (chart) 
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Fig 126: Maybank IBG Equity Research Stock Universe (Cont’d) 

Ticker Company  FYE Price Market TP Rec Core Net Profit EPS CAGR PER ROE Div Yld PBV Px chg 

    13 Dec Cap   CY21 CY22E CY23E CY21 CY22E CY23E 21-23E CY21 CY22E CY23E CY23E CY23E CY23E YTD  

    MYR MYR m MYR  |---------- MYR m ----------| |--------- MYR sen --------| (%) |------------- (x) ------------| (%) (%) (x) (%) 

Auto                      

BAUTO MK Bermaz Auto * 4 2.20 2,558 2.90 Buy 147.5 206.6 257.5 12.7 17.8 22.2 32.2 17.3 12.4 9.9 30.8 7.0 3.4 46.3 

MBM MK MBM Resources * 12 3.33 1,302 4.60 Buy 167.8 215.2 225.0 42.9 55.0 57.6 15.9 7.8 6.1 5.8 10.4 7.6 0.6 9.5 

TCM MK Tan Chong Motor 
 

12 1.10 717 1.35 Buy (36.4) 45.7 55.3 (5.6) 7.1 8.6 n.a. n.a. 15.5 12.8 1.9 1.4 0.2 1.8 

UMWH MK UMW Holdings * 12 3.30 3,855 5.00 Buy 156.1 433.0 373.3 13.4 37.1 32.0 54.5 24.6 8.9 10.3 7.7 2.5 0.8 14.1 

                      

Banks                      

AMM MK AMMB Holdings  3 4.23 13,999 4.95 Buy 1,189.0 1,428.0 1,598.5 37.0 46.3 52.8 19.4 11.4 9.1 8.0 8.5 4.4 0.7 35.2 

BIMB MK Bank Islam M’sia * 12 2.59 5,582 2.70 Hold 561.0 481.2 575.5 23.0 22.0 26.0 6.3 11.3 11.8 10.0 7.7 4.2 0.8 (13.7) 

ABMB MK Alliance Bank  3 3.73 5,774 4.50 Buy 519.3 641.1 713.0 33.5 41.5 46.0 17.2 11.1 9.0 8.1 9.9 6.2 0.8 34.4 

CIMB MK CIMB Group  12 5.76 61,431 6.80 Buy 4,648.2 5,537.0 6,689.9 46.0 55.0 67.0 20.7 12.5 10.5 8.6 10.2 5.4 0.9 10.9 

HLBK MK Hong Leong Bk  6 20.70 44,872 24.10 Buy 3,075.0 3,531.1 3,887.1 150.5 172.5 189.5 12.2 13.8 12.0 10.9 11.2 3.2 1.2 14.2 

HLFG MK HL Fin Group  6 18.40 21,072 21.70 Hold 2,358.8 2,511.7 2,652.0 208.0 221.5 234.0 6.1 8.8 8.3 7.9 9.7 2.7 0.8 8.7 

PBK MK Public Bank  12 4.39 85,213 5.00 Hold 5,656.5 5,954.7 6,866.5 29.0 31.0 35.0 9.9 15.1 14.2 12.5 12.6 4.3 1.6 9.2 

RHBBANK MK RHB Bank  12 5.70 24,210 7.10 Buy 2,648.3 2,600.3 2,935.8 66.0 62.0 69.0 2.2 8.6 9.2 8.3 9.6 6.0 0.8 13.7 

                      

Construction                     

GAM MK Gamuda * 7 3.63 9,487 4.40 Buy 689.9 784.8 675.0 27.4 31.0 26.4 (1.8) 13.2 11.7 13.7 6.4 9.6 1.0 30.0 

IJM MK IJM Corp * 3 1.62 5,692 2.14 Buy 296.7 297.5 347.7 8.3 8.4 9.8 8.5 19.6 19.4 16.6 3.4 3.0 0.6 9.1 

CMS MK Cahya Mata Swak * 12 1.18 1,268 1.57 Buy 219.3 210.1 163.8 20.5 19.6 15.3 (13.6) 5.8 6.0 7.7 4.6 1.7 0.4 (6.1) 

SCGB MK Sunway Con * 12 1.51 1,947 1.53 Hold 112.6 119.9 131.1 8.7 9.3 10.2 8.3 17.4 16.2 14.8 16.3 4.0 2.4 1.3 

PINT MK Pintaras * 6 2.11 350 2.20 Hold 43.2 31.7 35.6 26.1 19.1 21.5 (9.3) 8.1 11.0 9.8 8.3 4.7 0.8 (23.3) 

                      

Consumer                      

AEON MK  AEON Co. (M)  * 12 1.38 1,938 2.35 Buy 93.5 124.5 133.2 6.7 8.9 9.5 19.1 20.6 15.5 14.5 7.1 2.9 1.0 (0.1) 

CAB MK  Carlsberg Brew  12 23.10 7,063 28.90 Buy 206.3 346.4 368.3 67.5 113.3 120.5 33.6 34.2 20.4 19.2 111.5 5.2 32.5 20.8 

HEIM MK Heineken Msia  12 25.48 7,697 29.60 Buy 245.7 395.6 407.8 81.3 130.9 135.0 28.9 31.3 19.5 18.9 84.4 5.3 19.5 27.9 

PAD MK  Padini Holdings  * 6 3.33 2,191 4.80 Buy 104.1 163.2 175.2 15.8 24.8 26.7 29.9 21.1 13.4 12.5 16.5 3.0 2.1 22.5 

NESZ MK  Nestle (Malaysia) * 12 137.40 32,220 120.30 Sell 579.8 740.3 790.5 247.2 315.7 337.1 16.8 55.6 43.5 40.8 134.2 2.4 54.8 4.3 

QLG MK  QL Resources  * 3 5.52 13,434 5.00 Sell 221.1 305.8 366.7 9.1 12.6 15.1 29.1 61.0 43.9 36.6 12.5 0.6 4.6 21.6 

SEM MK 7 – Eleven Msia  12 1.62 1,798 2.35 Buy 44.3 83.7 96.0 3.9 7.4 8.5 47.6 41.5 21.9 19.1 58.2 3.0 11.1 10.0 

MNHB MK Mynews Holdings  10 0.61 413 0.60 Buy (39.7) (17.9) 5.8 (5.8) (2.7) 0.9 n.a. n.a. n.a. 71.2 2.6 0.3 1.8 (27.5) 

BFD MK Berjaya Food * 6 0.99 1,737 1.50 Buy 91.6 132.8 138.3 5.1 7.4 7.7 22.9 19.4 13.4 12.9 21.7 2.0 2.8 134.0 

LHIB MK Leong Hup Intl.  12 0.54 1,953 0.90 Buy 85.4 199.3 225.3 2.3 5.5 6.2 64.2 23.3 9.7 8.6 10.7 3.6 0.9 1.9 

MRDIY MK MR D.I.Y. Group * 12 2.06 19,425 2.50 Buy 431.8 477.6 591.2 4.6 5.1 6.3 17.0 44.8 40.4 32.7 38.9 2.0 12.7 (13.5) 

INNATURE MK InNature * 12 0.58 409 0.65 Buy 15.0 19.8 23.3 2.1 2.8 3.3 24.5 27.3 20.7 17.6 14.7 3.4 2.4 (10.5) 

FFB MK Farm Fresh * 3 1.62 3,010 1.75 Buy 81.4 78.5 110.5 4.4 4.3 5.9 16.4 37.0 38.1 27.3 15.1 0.9 4.1 20.0 

                      
* Shariah compliant, based on Securities Commission’s latest Shariah compliant list effective 25 Nov 2022; Source: Bloomberg pricing, Maybank IBG Research 
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Ticker 
 

Company  FYE Price Market TP Rec Core Net Profit EPS CAGR PER ROE Div Yld PBV Px chg 
    13 Dec Cap   CY21 CY22E CY23E CY21 CY22E CY23E 21-23E CY21 CY22E CY23E CY23E CY23E CY23E YTD  

    MYR MYR m MYR  |---------- MYR m ----------| |--------- MYR sen --------| (%) |------------- (x) ------------| (%) (%) (x) (%) 

Gaming                      

SPTOTO MK Sports Toto  6 1.66 2,240 1.59 Hold 174.0 192.9 222.5 13.0 14.4 16.5 12.7 12.8 11.6 10.1 22.8 7.5 2.3 (8.9) 

MAG MK Magnum  12 1.31 1,883 1.42 Hold - 108.1 179.0 - 7.5 12.5 n.a. n.a. 17.5 10.5 7.5 8.4 0.8 (29.4) 

GENT MK Genting Bhd  12 4.38 16,866 5.59 Buy (1,176.0) 292.6 1,851.2 (30.5) 7.6 48.1 n.a. n.a. 57.6 9.1 5.7 4.6 0.5 (2.4) 

GENM MK Genting Msia  12 2.62 14,843 3.03 Buy (915.1) 251.0 1,226.5 (16.2) 4.4 21.6 n.a. n.a. 59.5 12.1 9.0 7.6 1.1 (7.2) 

                      

Glove                      

HART MK Hartalega Hldgs * 3 1.57 5,365 1.43 Sell 3,169.9 886.5 151.0 92.3 25.8 4.4 (78.1) 1.7 6.1 35.5 2.9 1.7 1.0 (70.9) 

KRI MK Kossan Rubber * 12 1.07 2,730 1.03 Sell 2,903.5 183.5 112.2 113.5 7.2 4.4 (80.3) 0.9 14.9 24.3 2.7 1.4 0.6 (40.8) 

TOPG MK Top Glove Corp * 8 0.79 6,286 0.52 Sell 5,342.2 217.0 211.5 66.4 2.7 2.6 (80.2) 1.2 29.4 30.2 3.7 1.7 1.1 (69.7) 

                      

Healthcare                      

KPJ MK KPJ Healthcare * 12 0.94 4,061 1.06 Buy 47.7 151.8 197.2 1.1 3.5 4.5 102.3 85.0 26.7 20.8 8.6 2.5 1.8 (13.9) 

OPTIMAX MK Optimax * 12 0.78 421 0.84 Buy 12.3 14.7 15.9 1.8 2.2 2.4 15.5 43.3 35.5 32.5 26.0 3.1 3.9 25.0 

                      

Media                      

ASTRO MK Astro Msia Hldgs   1 0.72 3,754 0.82 Hold 479.8 362.8 427.1 9.2 6.9 8.2 (5.7) 7.8 10.4 8.8 32.5 8.9 2.9 (20.3) 

                      

Non-Banking Financials                     

BURSA MK Bursa Malaysia * 12 6.70 5,422 6.77 Hold 355.3 220.7 248.9 43.9 27.3 30.8 (16.2) 15.3 24.5 21.8 30.1 4.4 6.4 7.5 

ALLZ MK  Allianz Malaysia  12 13.84 2,463 16.75 Buy 523.5 430.0 469.2 138.3 124.2 135.6 (1.0) 10.0 11.1 10.2 9.6 4.6 0.6 14.4 

RCE MK RCE Capital * 3 1.95 1,429 1.75 Hold 131.1 136.2 136.8 18.1 18.0 18.0 (0.3) 10.8 10.8 10.8 16.0 7.4 1.7 0.9 

MNRB MK MNRB  3 0.90 705 0.90 Hold 133.2 93.8 120.1 17.0 12.0 15.3 (5.1) 5.3 7.5 5.9 4.6 2.9 0.3 (17.4) 

                      

Oil & Gas                      

DLG MK  Dialog Group * 6 2.30 12,978 4.90 Buy 525.9 555.5 631.6 9.4 9.9 11.2 9.4 24.6 23.4 20.5 10.2 1.8 2.3 (10.9) 

ICON MK Icon Offshore * 12 0.09 243 0.16 Buy 25.2 23.0 15.5 0.9 0.9 0.6 (18.4) 10.0 10.0 15.0 3.5 0.0 1.0 (14.3) 

WSC MK  Wah Seong Corp * 12 0.68 523 1.20 Buy 2.9 63.6 92.3 0.4 8.2 11.9 445.4 168.8 8.2 5.7 12.4 0.0 0.7 2.3 

MMHE MK  MMHE  * 12 0.62 992 0.85 Buy (116.4) 57.0 77.3 (7.3) 3.6 4.8 n.a. n.a. 17.2 12.9 4.2 0.0 0.5 57.0 

BAB MK  Bumi Armada   12 0.49 2,870 0.58 Buy 669.9 809.8 829.5 11.4 13.7 14.1 11.2 4.3 3.5 3.4 14.8 0.0 0.5 3.2 

YNS MK Yinson Hldgs 
 

1 2.47 7,151 4.05 Buy 416.2 551.8 620.6 14.0 18.5 20.4 20.7 17.7 13.4 12.1 11.6 0.9 1.9 (4.0) 

SAPE MK Sapura Energy * 1 0.05 719 0.03 Sell (2,996.8) (629.4) (208.7) (18.8) (3.9) (1.3) n.a. n.a. n.a. n.a. 66.9 0.0 0.1 (10.0) 

VEB MK Velesto Energy * 12 0.17 1,356 0.22 Buy (181.3) (28.2) 71.8 (2.2) (0.3) 0.9 n.a. n.a. n.a. 18.3 3.1 0.0 0.6 37.5 

FAVCO MK Favelle Favco * 12 1.67 391 1.70 Hold 48.4 45.2 56.9 21.7 19.8 24.9 7.1 7.7 8.4 6.7 10.4 1.8 0.6 (1.7) 

HIBI MK Hibiscus Petro * 6 1.06 2,133 1.90 Buy 219.3 439.7 551.6 11.3 21.9 27.5 55.9 9.4 4.9 3.9 16.0 0.0 0.7 33.0 

                      

Petrochemical                     

PCHEM MK Petronas Chem * 12 8.48 67,840 9.10 Hold 7,206.0 6,619.3 6,236.4 90.1 82.7 78.0 (7.0) 9.4 10.3 10.9 15.1 4.6 1.6 0.1 

TTNP MK Lotte Chemical  * 12 1.36 3,097 1.46 Hold 972.9 (214.7) 162.8 42.7 (9.4) 7.1 (59.2) 3.2 n.a. 19.2 1.4 2.4 0.2 (37.9) 

                      

                      
* Shariah compliant, based on Securities Commission’s latest Shariah compliant list effective 25 Nov 2022; Source: Bloomberg pricing, Maybank IBG Research 
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Ticker 
 

Company  FYE Price Market TP Rec Core Net Profit EPS CAGR PER ROE Div Yld PBV Px chg 
    13 Dec Cap   CY21 CY22E CY23E CY21 CY22E CY23E 21-23E CY21 CY22E CY23E CY23E CY23E CY23E YTD  

    MYR MYR m MYR  |---------- MYR m ----------| |--------- MYR sen --------| (%) |------------- (x) ------------| (%) (%) (x) (%) 

Plantation                      

GENP MK Genting Plant * 12 5.97 5,356 6.40 Hold 434.9 511.5 358.7 48.5 57.0 40.0 (9.2) 12.3 10.5 14.9 6.5 4.0 1.0 (8.4) 

IOI MK IOI Corp * 6 3.74 23,218 4.21 Hold 1,494.2 1,581.5 1,377.9 24.0 25.4 22.2 (3.8) 15.6 14.7 16.9 11.7 3.6 2.0 3.7 

KLK MK KL Kepong * 9 21.00 22,641 23.90 Buy 1,879.2 2,029.1 1,487.9 174.3 188.2 138.0 (11.0) 12.1 11.2 15.2 9.9 3.9 1.5 0.4 

SDPL MK Sime Plantation * 12 4.25 29,392 4.38 Hold 2,383.6 2,271.4 1,721.5 34.5 32.8 24.9 (15.0) 12.3 13.0 17.1 10.2 3.5 1.8 18.5 

BPLANT MK Boustead Plant * 12 0.62 1,389 0.84 Buy 241.3 213.5 119.3 10.8 9.5 5.3 (29.9) 5.7 6.5 11.7 4.0 5.2 0.5 11.9 

SOP MK Swak Oil Palms  * 12 2.64 2,350 2.70 Hold 504.4 500.0 289.8 58.9 58.3 33.8 (24.2) 4.5 4.5 7.8 8.5 3.8 0.7 16.9 

TSH MK TSH Resources * 12 1.00 1,380 1.01 Hold 173.8 196.3 127.1 12.6 14.2 9.2 (14.6) 7.9 7.0 10.9 6.1 2.8 0.8 1.4 

THP MK TH Plantations * 12 0.48 420 0.55 Hold 73.2 74.7 45.2 8.3 8.4 5.1 (21.6) 5.7 5.7 9.3 6.0 0.0 0.6 (18.5) 

TAH MK Ta Ann Hldgs * 12 3.98 1,753 4.06 Buy 287.2 338.0 199.4 65.2 76.7 45.3 (16.6) 6.1 5.2 8.8 10.8 6.8 1.0 28.6 

                      

Property Dev                      

SPSB MK SP Setia * 12 0.68 2,771 0.72 Hold 296.0 275.7 436.0 7.3 6.8 10.7 21.1 9.3 10.0 6.4 3.0 3.1 0.2 (47.0) 

UEMS MK  UEM Sunrise  * 12 0.27 1,366 0.23 Hold (120.9) 85.2 99.4 (2.4) 1.7 2.0 n.a. n.a. 15.9 13.5 1.5 1.5 0.2 (15.6) 

SWB MK  Sunway Berhad  * 12 1.68 8,214 1.63 Hold 369.3 523.9 616.1 6.2 8.8 10.4 29.5 27.1 19.1 16.2 4.8 1.9 0.8 (0.2) 

ECW MK  Eco World Devt * 10 0.65 1,914 0.81 Buy 229.2 229.0 280.4 7.8 7.8 9.5 10.9 8.4 8.3 6.8 5.6 6.2 0.4 (17.6) 

ECWI MK Eco World Intl * 10 0.39 924 0.31 Sell 64.6 (79.2) (33.9) 2.7 (3.3) (1.4) n.a. 14.2 n.a. n.a. (1.3) 0.0 0.3 (11.5) 

TILB MK Tambun Indah  * 12 0.79 345 0.86 Buy 63.6 62.6 61.0 14.7 14.4 14.1 (2.1) 5.3 5.5 5.6 7.8 7.1 0.4 15.6 

SDPR MK Sime Darby Prop * 12 0.47 3,196 0.58 Buy 136.9 298.5 409.4 2.0 4.4 6.0 73.2 23.5 10.7 7.8 4.3 6.4 0.3 (19.1) 

                      

REIT                      

AXRB MK  Axis REIT  * 12 1.81 2,970 2.12 Buy 137.4 169.7 182.3 8.9 10.4 11.2 12.2 20.3 17.4 16.2 7.2 5.5 1.2 (2.7) 

SALAM MK  Al-Salam REIT  * 12 0.37 212 0.35 Hold 14.6 15.2 19.6 2.5 2.6 3.4 16.6 14.6 14.0 10.7 3.3 7.7 0.4 (21.2) 

KLCCSS MK  KLCCP Stapled  * 12 6.69 12,078 6.72 Hold 617.1 684.9 755.9 34.2 37.9 41.9 10.7 19.6 17.7 16.0 5.4 5.4 0.9 7.9 

SENTRAL MK  Sentral REIT   12 0.89 949 0.97 Buy 82.2 73.0 76.2 7.7 6.8 7.1 (4.0) 11.5 13.0 12.5 5.7 6.9 0.7 5.9 

CLMT MK  Capitaland MT   12 0.54 1,181 0.55 Hold 37.3 87.8 136.2 1.8 4.1 5.1 68.3 29.7 13.0 10.5 4.7 6.9 0.5 (2.0) 

SREIT MK  Sunway REIT   12 1.46 5,000 1.46 Hold 147.9 323.4 332.2 4.7 9.4 9.7 44.2 31.3 15.5 15.1 6.5 6.0 1.0 8.7 

IGBREIT MK  IGB REIT   12 1.66 5,954 1.60 Hold 200.1 338.2 370.0 5.6 9.5 10.3 35.6 29.6 17.5 16.1 9.6 5.7 1.5 6.8 

PREIT Pavilion REIT  12 1.23 3,759 1.36 Buy 125.9 243.4 292.5 4.1 8.0 7.2 32.5 30.0 15.4 17.1 5.5 5.6 1.0 3.5 

YTLREIT MK YTL REIT  6 0.89 1,517 0.96 Buy 133.3 141.0 144.9 7.8 8.3 8.5 4.4 11.4 10.8 10.5 5.2 9.4 0.5 1.0 

                      

RENEWABLES                      

CYP MK Cypark Res * 10 0.38 224 1.01 Buy 62.0 58.1 66.2 9.9 9.3 10.7 3.7 3.8 4.1 3.6 5.8 0.0 0.2 (58.2) 

SOLAR MK Solarvest Hldgs * 3 0.83 551 0.93 Buy 9.2 18.0 24.9 1.4 2.7 3.7 64.4 61.1 31.1 22.6 12.2 1.2 2.7 (33.5) 

                      

                      
* Shariah compliant, based on Securities Commission’s latest Shariah compliant list effective 25 Nov 2022; Source: Bloomberg pricing, Maybank IBG Research 
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Ticker Company  FYE Price Market TP Rec Core Net Profit EPS CAGR PER ROE Div Yld PBV Px chg 

    13 Dec Cap   CY21 CY22E CY23E CY21 CY22E CY23E 21-23E CY21 CY22E CY23E CY23E CY23E CY23E YTD  

    MYR MYR m MYR  |---------- MYR m ----------| |--------- MYR sen --------| (%) |------------- (x) ------------| (%) (%) (x) (%) 

Technology                      

INARI MK Inari Amertron * 6 2.69 10,041 3.62 Buy 375.1 420.2 475.9 10.3 11.0 12.5 9.9 26.1 24.5 21.6 18.8 4.6 4.0 (30.3) 

VITRO MK ViTrox Corp * 12 7.81 7,378 8.80 Buy 176.3 209.5 237.6 18.6 22.1 25.1 16.2 42.0 35.3 31.1 22.8 0.8 7.1 (21.2) 

GTB MK Globetronics  * 12 1.20 803 1.11 Hold 52.8 42.6 44.8 7.9 6.4 6.7 (7.9) 15.2 18.8 17.9 13.8 4.5 2.5 (25.9) 

VSI MK V.S. Industry * 7 0.94 3,588 1.15 Buy 249.9 241.3 304.8 6.4 5.7 7.1 5.3 14.6 16.3 13.1 12.5 3.4 1.5 (30.4) 

GREATEC Greatech Tech * 12 5.06 6,339 5.30 Buy 146.2 120.1 189.2 11.7 9.6 15.1 13.6 43.2 52.7 33.5 25.6 0.0 8.6 (24.8) 

FRCB MK Frontken Corp * 12 3.22 5,063 3.55 Buy 104.6 129.2 147.6 6.6 8.2 9.4 19.3 48.8 39.3 34.3 26.9 1.5 7.9 (18.3) 

GHLS MK GHL Systems * 12 0.99 1,130 0.95 Hold 31.4 25.9 30.8 2.8 2.3 2.7 (1.8) 35.4 43.0 36.7 5.4 0.0 2.0 (41.6) 

MYEG MK My E.G. Services * 12 0.90 6,694 1.37 Buy 316.1 346.1 370.4 4.2 4.6 4.9 8.0 21.4 19.6 18.4 18.1 1.7 3.3 (14.5) 

REVENUE MK Revenue Group  6 0.73 348 1.05 Buy 12.3 12.3 14.1 2.3 2.0 2.3 - 31.7 36.5 31.7 8.0 0.0 2.0 (52.9) 

CTOS MK CTOS Digital * 12 1.40 3,234 1.94 Buy 49.6 87.2 102.5 2.3 3.8 4.4 38.3 60.9 36.8 31.8 18.0 1.7 7.4 (21.7) 

ATECH MK Aurelius Tech * 1 1.93 691 2.07 Buy 23.4 32.3 49.1 6.5 9.0 13.7 45.0 29.7 21.5 14.1 17.9 1.4 0.7 (17.3) 

RAMSSOL MK Ramssol * 12 0.42 103 0.50 Buy 9.1 5.5 8.7 4.1 2.4 3.9 (2.5) 10.2 17.5 10.8 14.9 0.0 1.7 (46.8) 

                      

Telecommunication                     

T MK Telekom Msia * 12 5.30 20,251 7.80 Buy 1,019.3 1,364.8 1,491.4 27.0 36.2 39.5 21.0 19.6 14.6 13.4 16.7 3.7 2.2 (0.9) 

AXIATA MK Axiata Group * 12 2.92 26,798 4.20 Buy 1,325.6 1,462.8 1,745.0 14.5 15.9 19.0 14.5 20.1 18.4 15.4 9.4 5.5 1.5 (28.8) 

MAXIS MK Maxis * 12 3.86 30,224 3.70 Hold 1,308.0 1,217.3 1,411.5 16.7 15.6 18.0 3.8 23.1 24.7 21.4 22.7 5.2 4.8 (16.4) 

TDC MK Time dotCom * 12 5.20 9,550 5.05 Hold 374.1 401.6 432.6 20.6 22.1 23.8 7.5 25.2 23.5 21.8 12.9 2.3 2.8 16.0 

                      

Transport                      

CAPITALA MK Capital A * 12 0.61 2,539 0.84 Buy (2,758.8) (2,890.2) (700.2) (72.9) (47.0) (10.6) n.a. n.a. n.a. n.a. 10.4 0.0 (0.4) (22.8) 

MAHB MK Msia Airports * 12 6.38 10,586 7.37 Buy (823.9) (212.0) 490.5 (49.7) (12.8) 29.6 n.a. n.a. n.a. 21.6 7.8 2.5 1.5 6.7 

WPRTS MK Westports * 12 3.55 12,105 3.20 Hold 736.9 634.9 776.9 21.6 18.6 22.8 2.7 16.4 19.1 15.6 22.3 4.8 3.5 (8.5) 

MISC MK MISC * 12 7.20 32,139 6.95 Hold 1,888.8 1,641.3 1,790.4 42.3 36.8 40.1 (2.6) 17.0 19.6 18.0 5.2 4.6 0.9 6.9 

SWIFT MK Swift Haulage * 12 0.50 437 0.64 Buy 46.1 51.3 54.5 7.3 5.8 6.2 (7.8) 6.8 8.5 8.0 7.7 3.6 0.6 (46.3) 

                      

Utility                      

TNB MK Tenaga Nasional * 12 9.21 52,986 8.70 Hold 5,140.6 4,793.3 5,178.6 89.5 83.4 90.1 0.3 10.3 11.0 10.2 8.3 4.4 0.8 3.0 

PTG MK Petronas Gas * 12 16.86 33,361 17.00 Hold 2,020.0 1,715.8 1,841.3 102.1 86.7 93.1 (4.5) 16.5 19.4 18.1 13.3 4.3 2.4 (2.3) 

GMB MK Gas Msia * 12 3.33 4,276 3.80 Buy 249.6 389.4 401.2 19.4 30.3 31.2 26.8 17.2 11.0 10.7 31.1 7.5 3.3 33.8 

MLK MK Malakoff Corp * 12 0.67 3,250 0.75 Buy 254.5 385.1 543.1 5.2 7.9 11.1 46.1 12.8 8.4 6.0 8.6 14.1 0.6 (0.6) 

YTLP MK YTL Power  6 0.75 6,036 0.75 Hold 147.8 164.0 452.2 1.9 2.1 5.6 74.0 40.3 36.3 13.3 3.1 6.0 0.4 29.1 

MFCB MK Mega First Corp * 12 3.37 3,186 4.30 Buy 348.7 381.9 387.1 36.8 40.4 40.9 5.4 9.2 8.3 8.2 12.9 2.5 1.1 (1.7) 

RAHH MK Ranhill Utilities * 12 0.44 567 0.60 Buy 30.6 29.0 61.2 2.6 2.3 4.8 35.9 16.9 19.1 9.2 8.5 4.5 0.7 (18.8) 

                      

                      
* Shariah compliant, based on Securities Commission’s latest Shariah compliant list effective 25 Nov 2022; Source: Bloomberg pricing, Maybank IBG Research 
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AUTOMOTIVE: Electrification underway 

POSITIVE (unchanged) 

 

 The sales momentum will continue to do well, underpinned by resilient 

orderbook as well as interesting pipeline of new launches.   

 Electrification will continue to be a key agenda – a key magnet to attracting 

new FDIs. 

 We are BUYers of BAuto, MBM, TCM and UMW. 

TIV en route to hit a record high in 2022. 2022 has been a spectacular year for 

the auto industry, amid high bookings during the SST tax break that ended in June, 

with deliveries allowed up to Mar 2023. Based on our estimate, 2022 TIV is likely 

reach a new milestone, surpassing the previous record of 667k units in 2015 (2021: 

509k). With 10M22 TIV at 578k units (avg. 58k/month), the 700k mark is within 

reach, in our view. 

Some of the momentum is expected to carry over into 2023. Contrary to earlier 

expectation of high fallout or cancellation on bookings post Jun 2022, we saw a 

strong order backlog among the auto companies under our coverage, expecting this 

to sustain into 2023. National marques like Perodua and Proton, which are in the 

price-sensitive A & B segments, will continue to drive the vehicle sales momentum, 

accounting for c.60% of MY’s TIV. We expect a 55k-60k units/month TIV sales 

average in 2023, amid new launches and electrification upgrades. 

The electrification pursuit is set to accelerate. The electric vehicles (EV) 

transition continues to gain pace. EVs are fast approaching a tipping point. 

Decarbonisation pursuit, pro-EV policies, technological breakthrough, urbanization 

push, infrastructure-readiness, e-mobility and the millennial generation are 

catalysts to super-charge the EV revolution. EV penetration is set to reach sales 

parity with ICEVs by 2030 and ASEAN is accelerating its EV-readiness. We reiterate 

our views for faster adoption of 2Ws vs. 4Ws in ASEAN.  

Malaysia’s EV push is gaining momentum. The adoption rate is improving post the 

EV tax incentives support, with increasing new BEV/ HEV/ PHEV model launches as 

well as faster rollouts of fast public chargers (DCFCs).  

The nation’s xEVs adoption rate is at 2.6% now. The 4-wheelers xEVs/ BEVs 

adoption rate as at Oct 2022 stood at 2.6%/ 0.3% respectively, decent vis-a-vis its 

ASEAN peers. MY has laid out a few EV aspirations: (i) to achieve a 15%/ 38% xEVs 

(BEV, HEV & PHEV) adoption target by 2030/ 2050 respectively and (ii) 

infrastructure-wise, to have 10k public charging stations by 2025.  

EV policies need to be continuously updated to future-proof growth. While these 

goals are relatively decent and achievable for a start, a more defined, continuously 

strong, progressive, competitive and forward-looking policy will see a greater push 

towards electrification, which, in our view is still lagging its ASEAN counterparts, 

such as Thailand, Indonesia and Singapore for now.    

Reiterate POSITIVE. We remain BUYers of BAuto, MBM, TCM and UMW, from 

valuation, dividend yield and M&A perspectives. 

Risks. An unfavourable and abrupt change in the auto’s policy and direction, a 

sharp turn in consumer sentiment, disruptions in supply chain and restricted 

movement control, to name a few, may affect vehicle sales and production. Also, 

forex volatility, especially USD/ MYR and JPY/ MYR could affect auto players 

margins exposed to these currencies. 

  

Abbreviations: 

ICEV - Internal Combustion Engine Vehicle  

BEV - Battery Electric Vehicle 

HEV - Hybrid Electric Vehicle 

PHEV - Plug-In Hybrid Electric Vehicle 

 

Analyst: Liaw Thong Jung 

(tjliaw@maybank-ib.com) 
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Automotive sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

UMW Holdings Buy 3,855 3.30  5.00  24.6  8.9  10.3  0.8  7.7  2.5  14.1  

Bermaz Auto Bhd Buy 2,558 2.20  2.90  17.3  12.4  9.9  3.4  30.8  7.0  46.3  

MBM Resources Buy 1,302 3.33  4.60  7.8  6.1  5.8  0.6  10.4  7.6  9.5  

Tan Chong Motor Buy 717 1.10  1.35  n.a. 15.5  12.8  0.2  1.9  1.4  1.8  

Simple Average         16.6  10.7  9.7  1.3  12.7  4.6   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

 

4-Wheelers xEVs in Malaysia  

  2018 2019 2020 2021 10M 2022 

BEVs (i) 10  44  67  257  1,867  

 - Passenger 10  44  67  257  1,860  

 - Commercial 0  0  0  0  7  
      
PHEVs & HEVs (ii) 7,682  5,948  1,985  2,981  13,440  

      
Total (xEVs) = (i) + (ii) 7,692  5,992  2,052  3,238  15,307  

      

TIV 598,714  604,287  529,692  508,911  577,902  

Source: MOT, MAA, Maybank IBG Research 

 

EV chargers in Malaysia  

  2018 2019 2020 2021 11M 2022 2025F 

 - DC 2  2  2  2  109  1,000  

 - AC 250  478  524  531  791  9,000  

Total 252  480  526  533  900  10,000  

              

Source: MGTC 

 

MY: xEVs adoption rate & 2030-50 targets  MY: BEVs adoption rate to-date 

 

 

 

Source: MOT, MAA, Maybank IBG Research  Source: MOT, MAA, Maybank IBG Research 
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MY monthly (2019-2022)  MY TIV breakdown (national vs. non national) 

 

 

 

Source: MAA, Maybank IBG Research  Source: MAA, Maybank IBG Research 

 

USD-MYR movement  JPY-MYR movement 

 

 

 

Source: Bloomberg, Maybank IBG Research  Source: Bloomberg, Maybank IBG Research 
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AVIATION: Banishing the COVID-19 spectre 

POSITIVE (unchanged) 

 
 

 After a nascent recovery progressed throughout 2022, we expect 2023 to 

be a lot better as the recovery consolidates. 

 For MAHB, we expect local airlines to ramp up and foreign airlines to 

return. For CAPITALA, we expect fares to stay high but fuel prices to ease. 

 New OA for MAHB, lifting of PN17 status and China reopening are catalysts 

to look out for in 1H23. We rate both MAHB and CAPITALA BUYs.  

2022: MAHB - Look at how far we have come. This time last year, Malaysia was 

only emerging from the Delta wave that claimed many lives. MAHB Malaysian Jan 

2022 passenger (pax) traffic only hit 33% of pre-COVID levels (domestic: 63%, 

international: 6%). With the arrival of the Omicron variant into Malaysia that 

month, one would be forgiven for being downcast on the Malaysian aviation sector’s 

prospects. But as the Omicron variant was discovered to be less lethal than the 

Delta variant, many ASEAN countries, including Malaysia, chose to reopen their 

international borders in Apr 2022.  

Into Oct 2022, MAHB Malaysian pax traffic hit 63% of pre-COVID levels (domestic: 

78%, international: 49%). To be sure, MAHB Turkish pax traffic fared better by 

hitting a peak of 96% of pre-COVID levels in May 2022 (domestic: 79%, international: 

124%) before settling at 85%-95% of pre-COVID levels thereafter. Regulatory wise, 

Malaysian Aviation Commission (MAVCOM) released its first consultation paper that 

will guide how MAHB’s new Operating Agreement (OA) with the Government of 

Malaysia (GOM) will be drafted.   

1H23: MAHB – To consolidate its post-COVID recovery. Towards end-2022, we 

expect MAHB’s Malaysian pax traffic to inch to 70-80% of pre-COVID levels 

(domestic: 80-90%, international: 60-70%). Domestic pax traffic will be driven by 

the return to service of Malaysia AirAsia’s aircraft (end-2022 target: 60, end-3Q22: 

47) and the commencement of service by MYAirline (Not Listed) with its initial 

fleet of 3 aircraft. International pax traffic will be driven by the return of foreign 

airlines to Malaysia (end-2022 target: 56-60, end-3Q22: 50). We expect MAHB to at 

least break even in 4Q22.  

Into 1Q23, MAVCOM ought to have released its second consultation paper that will 

guide MAHB’s new OA with the GOM. By end-2023, we expect MAHB’s Malaysian 

pax traffic to hit 90% of pre-COVID levels (domestic: 100%, int’l: 80%). Domestic 

pax traffic will continue to be driven by the return to service of Malaysia AirAsia’s 

aircraft (end-2023 target: 105) and the expansion of service by MYAirline. MYAirline 

aims to expand its fleet size to 50 in 5 years. International pax traffic will continue 

to be driven by the return of foreign airlines to Malaysia (end-2023: 70-80).   

2022: CAPITALA – flew in and out of a storm. 2022 started off rough for CAPITALA 

with it being designated as a PN17 listed issuer in Jan 2022. Not long after that, 

the MYR began depreciating against the USD (Fig. 3) as the United States Federal 

Reserve Board began hiking the Federal Funds Rate and jet fuel prices skyrocketed 

(Fig. 4) as the Russian-Ukrainian war erupted. They were especially concerning as 

USD denominated expenses typically accounts for 60-70% of airlines’ operating 

expenses and jet fuel typically accounts for 30-50% of airlines’ operating expenses.  

To compensate, airlines including CAPITALA’s 4 airlines began hiking airfares (Fig. 

6 & 7) from Mar 2022 onwards. Despite higher airfares, the number of passengers 

carried by CAPITALA’s 4 airlines continued to improve. In 3Q22, it hit 54% of 3Q19 

levels (Fig. 5). The reason why CAPITALA could hike airfares without compromising 

on the number of passengers carried was because its competitors, namely Batik 

Air Malaysia (Not Listed) and Malaysia Airlines (Not Listed) cut capacity during 

the COVID-19 pandemic (Fig. 8). CAPITALA was comfortable enough with its 
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financial position to announce a 51%-JV to set up a low cost carrier in Cambodia in 

Dec 2022. 

1H23: CAPITALA – flying towards blue skies, in our view. Towards end-2022, we 

expect CAPITALA’s number of passengers carried to continue recovering driven by 

the return to service of 140 aircraft (end-3Q22: 103). In our estimation, CAPITALA’s 

4Q22 core net loss will come in a lot narrower YoY and QoQ to c.MYR500m as:- (i) 

airfares remain high due to year end holidays; while (ii) the MYR has recovered 

against the USD at MYR4.40/USD1.00 (2022 peak: MYR4.75/USD1.00) and jet fuel 

prices have eased to c.USD100/bbl (2022 peak: USD166/bbl).  

In 2023, we expect CAPITALA’s number of passengers carried to recover to 79% of 

2019 levels (2021: 49%). This will be driven by the return to service of its entire 

fleet of c.200 aircraft by end-2023 (end-3Q22: 103). We expect airfares to ease a 

tad as CAPITALA and its competitors reinstate capacity but with our expectation 

that the MYR will trade at an average of MYR4.50/USD1.00 and jet fuel price will 

average at USD110/bbl, we expect CAPITALA to breakeven by 3Q23. Assisting 

CAPITALA in its breakeven effort is also lower aircraft lease rates (Fig. 9). Aircraft 

lease rates, especially for non-brand new A320s which CAPITALA utilises most of, 

is down c.25% from pre-COVID levels.   

1H23: Look forward to CAPITALA being lifted from PN17 status. Recall that 

CAPITALA is proposing to sell its 4 airlines - Malaysia AirAsia (MAA), Indonesia 

AirAsia (IAA), Philippines AirAsia (PAA) and Thai AirAsia (TAA) - to AirAsia X (AAX 

MK, CP: MYR0.52, Not Rated) in exchange for AAX shares. It is hoped that the sale 

will result in a gain on disposal that will be more than enough to offset its negative 

shareholders’ equity position of MYR7.07b as at end-3Q22. CAPITALA will be left 

with Asia Digital Engineering, airasia SuperApp, teleport, BigPay and exposure to 

MAA, IAA, PAA and TAA via AAX shares. CAPITALA hopes to complete this disposal 

by mid-2023.  

‘Blue sky’ analysis of China’s reopening. We anticipate that Chinese visitors will 

gradually return to Malaysia as China gradually winds down its zero COVID policy. 

Under a ‘blue sky’ scenario where the 2.0m Chinese visitors that flew to Malaysia 

in 2019 return in 2024, our 2024 earnings for MAHB could be lifted by MYR106.6m 

and our DCF-based TP could be lifted by 13% to MYR8.34. Under a ‘blue sky’ 

scenario where CAPITALA’s airlines resume flying to and from China at 2019 

frequencies in 2024, our 2024 earnings for CAPITALA could be lifted by MYR115.8m 

and our SOP-based TP could be lifted by 8sen to MYR0.92.     

Maintain Aviation sector at Overweight. We have a BUY call on MAHB with a DCF-

based TP of MYR7.37. We forecast that Malaysian domestic and international pax 

traffic will return to 100% and 80% of 2019 levels respectively by 2023 and that 

Turkish domestic and international pax traffic will return to 112% and 74% of 2019 

levels by 2023. We also have a BUY call on CAPITALA with a SOP-based TP of 

MYR0.84. We forecast that group wide passengers carried will recover to 79%/96% 

of 2019 levels by 2023/2024 and that airfares will be more than offset jet fuel 

prices which we expect to average at USD110/bbl throughout 2023 and 2024.  

Risks to our call. (i) Full blown recession leading to subdued demand for air travel; 

(ii) For MAHB, less than favourable new OA between it and the GOM; (iii) For 

CAPITALA, higher jet fuel prices, higher USD exchange rate relative to MYR and 

potential delisting due to PN17 listed issuer status.   

 

Aviation sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Malaysia Airports Buy 10,586 6.38  7.37  n.a. n.a. 21.6  1.5  7.8  2.5  6.7  

Capital A Buy 2,539 0.61  0.84  n.a. n.a. n.a. (0.4) 10.4  0.0  (22.8) 

Simple Average         n.a. n.a. n.a. 0.5  9.1  1.3   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Analyst: Samuel Yin Shao Yang 

(samuel.y@maybank-ib.com) 
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Fig 1: MAHB Malaysian passenger traffic (‘000)  Fig 2: MAHB Turkish passenger traffic (‘000) 

 

 

 
Source: MAHB   Source: MAHB  

 

 

 

Fig 3: USD/MYR exchange rate   Fig 4: Crude oil and jet fuel prices 

 

 

 
Source: Bloomberg  Source: Bloomberg 

 

 

 

Fig 5: CAPITALA passengers carried (m)  Fig 6: MAA, IAA, PAA average fare/stage length (MYR/km) 

 

 

 
Source: CAPITALA  Source: CAPITALA 
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Fig 7: TAA average fare/stage length (THB/km)  Fig 8: Fleet size of Malaysian airlines  

 

 

 
Source: CAPITALA  Source: planespotters.net 

 

 

 

Fig 9: Monthly lease rates of seleceted aircraft (USD’000)    

 

  

Source: IBA   
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BANKING: Comfortable provisioning into 2023 

POSITIVE (maintained) 

 
 

 We project core net profit growth of 16% in 2023, with upside potential 

should credit costs continue to surprise positively against our elevated 

assumptions.  

 Banks have more than sufficient provision buffers, in our view, to weather 

against slower economic growth in 2023, and valuations are still decent. 

 POSITIVE maintained on the sector, with BUYs on CIMB, AMMB, ABMB, HLBK 

and RHB. 

A decent performance in 2022. The operational performance of banks in 2022 has 

been commendable. 3Q22 cumulative core operating profit rose a strong 15% YoY 

amid strong loan growth, NIM expansion and positive JAWs. Credit costs continued 

to trend lower and cumulative core net profit grew at a commendable pace of 15% 

YoY in 3Q22. 9M22 cumulative core net profit rose 6% YoY.   

More than ample provisions. Loans under Repayment Assistance (RA) for the banks 

in our coverage have since fallen to just about MYR62b (3% of total loans) by Oct 

2022, from MYR440b (25%) in Oct/Nov 2021. Positively, banks have continued to 

hold on to their pre-emptive provisions, which have declined just 14% to about 

MYR8.5b by Oct 2022 from MYR9.9b end-2021. Based our stress test, this would 

provide cover of 150-437% if we assume a 20% default rate on RA loans. These 

provisions, in our view, should comfortably buffer against stresses from slower 

economic growth in 2023. We continue to keep our credit cost assumptions 

elevated at 38bps in 2022E and 34bps in 2023E, against a pre-COVID average of 

28bps from FY17-FY19.  

2023 operating/core net profit growth of 4%/16%. We project aggregate 2022 

operating profit of 7.7%, driven by faster loan growth, greater NIM expansion and 

more stable NOII. Core net profit growth is estimated to be 6.2%. We nevertheless 

expect slower operating profit growth of 3.7% in 2023, on slower loan growth of 

4.8% (6.2% in 2022E), NIM compression of 2bps (+7bps in 2022E), stable NOII and 5% 

expense growth. In the absence of Cukai Makmur and lower credit costs, we expect 

our 2023 cumulative core net profit to rebound 16%. 

Risks: (i) Weaker-than-expected GDP growth, which could lead to slower loan 

growth and asset quality issues; (ii) marked-to-market investment losses if bond 

yields rise further; and (iii) a further slowdown in CASA growth, which could 

exacerbate deposit competition. Present downside risks include a) inflationary 

pressure and its negative impact on consumption and spending power, b) global 

instability amid a Russia-Ukraine war, c) further defaults in corporate debt and d) 

higher-than-expected defaults on RA loans. 

Banking sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Public Bank Hold 85,213 4.39  5.00  15.1  14.2  12.5  1.6  12.6  4.3  9.2  

CIMB Group Holdings Buy 61,431 5.76  6.80  12.5  10.5  8.6  0.9  10.2  5.4  10.9  

Hong Leong Bank Buy 44,872 20.70  24.10  13.8  12.0  10.9  1.2  11.2  3.2  14.2  

RHB Bank Buy 24,210 5.70  7.10  8.6  9.2  8.3  0.8  9.6  6.0  13.7  

Hong Leong Financial Group Hold 21,072 18.40  21.70  8.8  8.3  7.9  0.8  9.7  2.7  8.7  

AMMB Holdings Buy 13,999 4.23  4.95  11.4  9.1  8.0  0.7  8.5  4.4  35.2  

Bank Islam Malaysia Hold 5,582 2.59  2.70  11.3  11.8  10.0  0.8  7.7  4.2  (13.7) 

Alliance Bank Buy 5,774 3.73  4.50  11.1  9.0  8.1  0.8  9.9  6.2  34.4  

Simple Average         11.7  10.8  9.5  1.0  10.0  4.9   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 

Analyst: Desmond Ch’ng 

desmond.chng@maybank-ib.com 
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Industry loan growth (Apr 2007 - Oct 2022)  YoY chg in loan applications (Jul 2021 – Oct 2022) 

 

 

 

Source: BNM  Source: BNM 

 

Total deposits and CASA growth (Jan 2011 – Oct 2022)  Differential between average fixed deposit rates and 

inflation (Jan 2007 – Oct 2022) 

 

 

 

Source: BNM  Source: BNM, Maybank IBG Research 
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CONSTRUCTION / INFRA: Several thematics 

NEUTRAL (unchanged) 

 
 

 We see several thematics into 2023 for the sector – KVMRT3 awards, tolled 

highway restructuring, and East Malaysia construction. 

 With public sector projects to be put on tender, we expect margins (during 

tender) to be thin but value engineering during construction would enable 

better margins benefiting players with strong engineering experience. 

 We continue to prefer stocks with strong balance sheet, delivery track 

record and ESG principles. Our BUYs are IJM, GAM and CMS. 

In retrospect. Sector recovery remained slow in 2022 with the value of works 

completed expanding just 6.6% YoY to MYR90b in 9M, after falling 19.4% in 2020 

and a further 5% in 2021. Building works made up 54% of the MYR90b and civil 

engineering works 37%. By funding type, private sector works made up 59%, and 

government & public sector works the balance 41%. 9M22 core net profit of E&C 

groups under our research coverage (ex-Gamuda, FYE Jul) rose 61% YoY but this 

was due to a very low base, impacted by the pandemic lock-downs then. 

At the tolled highways, Gamuda completed the sale of its four urban concessions – 

KESAS, LDP, SPRINT and SMART - in Oct 2022 for MYR4.5b in equity value to ALR, a 

public limited company whose shareholders are ‘stewards’ to facilitate the 

restructuring of the highway concessions. Budget 2023, although expected, 

somewhat disappointed as no new major infra projects were introduced. Assurance 

by the new Government on the continuation of major infra projects now undergoing 

construction, in particular the ECRL, is a relief. Elsewhere, while high steel costs 

in 1st half of 2022 have since come off, cement costs have remained elevated. 

Outlook/Thematic. (1) KVMRT3, which received the go-ahead under the previous 

Government in Mar 2022 under a new public-private partnership model, should see 

the award of its 3 main civil work packages in early 2023 after its tender application 

closed in Aug 2022. Its project cost should be lower than the original considering 

its shortened underground rail alignment to 10.7km (out of total 50.8km). KVMRT3 

needs to start construction in 2023, to take over from the KVMRT2 which has since 

completed and Gemas-JB EDT, completing in 2023; failing which, there will be a 

big void impacting sector works momentum, cascading up to its supply chain.  

(2) At the tolled highways, we think that the new Government could fast forward 

their restructuring especially the urban highways which cover densely populated 

areas. This is to address the ‘cost of living’ priority of the new Government. The 

restructuring of BESRAYA, NPE, LEKAS and WCE were already underway before GE15 

(on 19 Nov 2022). Restructuring of the NSE concession (if it happens again) needs 

to be concurrent with the WCE with toll rates to be ‘synchronised’; otherwise, the 

impact (in terms of traffic) will be negative on the WCE. 

(3) With more senior Ministers under the new Government comprising Members of 

Parliament from East Malaysia and as the new Government focuses on higher levels 

of development in both states, we expect more robust construction activities in 

Sabah and Sarawak over the medium term. Sarawak, which runs a budget surplus 

at the state level, also has the capacity to fund more infra projects on its own.  

(4) With public sector projects to be put on tender (vs. direct negotiation) as 

announced by the new PM, we expect margins (during tender) to be, at most, mid 

to high single digit, depending on the cost escalation clauses. That said, value 

engineering during the construction period would enable double-digit margins, 

benefitting players with strong engineering experience. 

 

  

Abbreviation 

E&C = Engineering & Construction 

ECRL = East Coast Rail Link 

KVMRT3 = Klang Valley Mass Rapid Transit Phs 3 

Gemas-JB EDT = Gemas-Johor Bahru Electrified 

Double Track 

PM = Prime Minister 

GE15 =15th General Election 

WCE = West Coast Expressway 

NSE = North-South Expressway 

ESG = Environmental, Social & Governance 

DOSM = Department of Statistics, Malaysia 
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Orderbook. Orderbook replenishment for the E&C groups under our coverage has 

been mixed in 2022. Gamuda’s MYR11.6b job wins in FY22 (FYE Jul) were largely 

overseas projects which had lifted its outstanding orderbook to MYR10.4b as at 

end-Jul 2022; this is c.4.2x its FY22 construction revenue. IJM’s job wins in 1HFY23 

(FYE Mar) totaled MYR1.4b and SCGB MYR0.9b in 9MFY22 (FYE Dec), bringing their 

outstanding orderbook (as at Sep 2022) to MYR4.8b and MYR4b respectively. IJM’s 

balance orderbook is c.4.5x its FY23E annualised construction revenue, and SCGB 

is c.1.8x its FY22E annualised construction & precast revenue.  

Sector picks. We expect sector outlook to remain challenging into 2023 with a 

tinge of excitement coming from the KVMRT3 awards. We continue to prefer stocks 

with strong balance sheet, proven delivery track record and strong ESG principles. 

Our preferred BUYs are IJM and GAM, while CMS is a tactical BUY.  

Risks to our call. (i) Orderbook replenishment is a key risk if the KVMRT3 

construction start is delayed; (ii) Continuous rise in material costs and labour 

shortages will cut into margins for jobs already secured.  

Construction sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Gamuda (GAM) Buy 9,487 3.63  4.40  13.2  11.7  13.7  1.0  6.4  9.6  30.0  

IJM Corporation (IJM)  Buy 5,692 1.62  2.14  19.6  19.4  16.6  0.6  3.4  3.0  9.1  

Sunway Construction (SCGB) Hold 1,947 1.51  1.53  17.4  16.2  14.8  2.4  16.3  4.0  1.3  

Cahya Mata Sarawak (CMS) Buy 1,268 1.18  1.57  5.8  6.0  7.7  0.4  4.6  1.7  (6.1) 

Pintaras Jaya (PINT) Hold 350 2.11  2.20  8.1  11.0  9.8  0.8  8.3  4.7  (23.3) 

Simple Average         12.9 12.5 1.0 7.8 4.6 12.9  
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Fig 1: Value of construction works completed, yearly & YoY 
chg 

 Fig 2: Value of construction works completed in 9M22 of 
MYR90b, by type 

 

 

 

Source: DOSM, Maybank IBG Research  Source: DOSM, Maybank IBG Research 
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Fig 3: Value of construction works completed in 9M22 of 
MYR90b, by funding type 

 Fig 4: Value of construction works completed in 3Q22 of 
MYR30.5b, by completion stage 

 

 

 

Source: DOSM, Maybank IBG Research  Source: DOSM, Maybank IBG Research 

 

 

 

Fig 5: Selling price of high tensile deformed steel bars (1/2 
inch, for civil engineering) 

 Fig 6: Cement unit price index (for building works) 

 

 

 

Source: DOSM, Maybank IBG Research  Source: DOSM, Maybank IBG Research 

 

 

 

Fig 7: Outstanding orderbook  Fig 8: Foreign shareholding 

 

 

 

As of end-Sep 2022 for IJM, SCGB, CMS; end-Jul 2022 for Gamuda;  
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 Source: Companies 
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CONSUMER: Positive but tapered growth 

ahead 

NEUTRAL (unchanged) 

 
 

 Our 2023E earnings growth projection of +12.5% mainly come from stapled 

food manufacturers with inelastic consumer demand and potential margin 

accretion through gradual softening in input cost.  

 Consumer spending could slow down in 2023 as cost inflation puts pressure 

on consumer household income. 

 Our top consumer BUY pick is BFD.  

In retrospect. Looking back at 9M22, our consumer stock coverage reported a 

significantly higher cumulative revenue growth of 28% YoY and a wider 69% YoY 

growth in cumulative core net profit. This was largely due to the low base in 9M21, 

where business operations were marred by pandemic restrictions nationwide. 

Further, post-pandemic pent-up demand, combined with consecutive quarters of 

festivities, also attributed to the strong 9M22 revenue growth YoY.  

Bottomline growth YoY was evident sector-wide except for MRDIY, FFB and MNHB 

where higher operating expenses from minimum wage, production constraints, 

spikes in raw material cost and slow recovery in sales demand hindered their 

earnings performance. MIER’s Consumer Sentiment Index (CSI) climbed to 100 in 

3Q22 (from 85.9 in 2Q22), but it has not surpassed the 100 CSI optimism threshold 

given consumers’ overall cautiousness surrounding uncertainties in both the 

domestic and global economy.   

Outlook/Thematic. Looking into 2023, we are projecting for net profit growth of 

12.5% for our basket of consumer stocks, against 41.2% in 2022E. The slower pace 

of growth relative to 2022 is on the back of our expectations for broad-based 

normalisation of consumer spending across F&B and retail as heightened spending 

momentum from economic re-opening dissipates. Based on our earnings 

expectations, NESZ, QLG, HEIM, CAB, FFB and MRDIY are main contributors to 

consumer sector growth in 2023.  

For the food manufacturers, demand should remain resilient given their stapled 

nature and product stickiness whilst higher business costs may be overridden by 

their ability to raise product prices without stifling demand. Although raw material 

costs remain elevated, expectations for a gradual decline in input costs could also 

lead to margin accretion for food manufacturers in general.  

As for retailers like MR DIY, store opening expansion plans and potential consumer 

down-trading benefits are its key earnings drivers along with improvements in 

product mix through higher sales of white-labelled goods.  

Our estimates for slower sector net profit growth in 2023 is in tandem with a 

decelerating 2023E GDP growth of 4% (from 8% in 2022E) and lower 2023E private 

consumption growth of 6.1% as compared to 11.4% in 2022E.  

Sector top BUY. We remain NEUTRAL on the consumer sector with BFD as our top 

consumer BUY pick. We believe that earnings growth momentum for BFD’s 

BStarbucks will continue with stable consumer demand from medium-high income 

target markets and its appeal as an “affordable luxury” for the lower income 

groups. BFD’s Kenny Rogers Roasters’ improved profitability and BFD’s launch of 

Paris Baguette stores in Jan 2023, will also aid in driving earnings growth 

momentum in the medium term. At 13x FY23E PER, BFD is trading at undemanding 

valuations, 31% below its mean of 18.6x FY23E PER.  
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Risks. For 2023, risk to our earnings could arise from: (i) ongoing elevated raw 

material costs, (ii) depreciating MYR currency exchange, (iii) subdued consumer 

sentiment and demand; and (iv) additional regulatory policies within the brewery 

and poultry sectors.  

Consumer sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

 Nestle (Malaysia)  Sell 32,220 137.40  120.30  55.6  43.5  40.8  54.8  134.2  2.4  4.3  

 MR D.I.Y. Group (M)  Buy 19,425 2.06  2.50  44.8  40.4  32.7  12.7  38.9  2.0  (13.5) 

 QL Resources  Sell 13,434 5.52  5.00  61.0  43.9  36.6  4.6  12.5  0.6  21.6  

 Heineken M'sia  Buy 7,697 25.48  29.60  31.3  19.5  18.9  19.5  84.4  5.3  27.9  

 Carlsberg Brewery M'sia  Buy 7,063 23.10  28.90  34.2  20.4  19.2  32.5  111.5  5.2  20.8  

 Farm Fresh  Buy 3,010 1.62  1.75  37.0  38.1  27.3  4.1  15.1  0.9  20.0  

 Padini Holdings  Buy 2,191 3.33  4.80  21.1  13.4  12.5  2.1  16.5  3.0  22.5  

 AEON Co. (M)  Buy 1,938 1.38  2.35  20.6  15.5  14.5  1.0  7.1  2.9  (0.1) 

 Leong Hup Intl.  Buy 1,953 0.54  0.90  23.3  9.7  8.6  0.9  10.7  3.6  1.9  

 7 - Eleven M'sia Hldgs  Buy 1,798 1.62  2.35  41.5  21.9  19.1  11.1  58.2  3.0  10.0  

 Berjaya Food  Buy 1,737 0.99  1.50  19.4  13.4  12.9  2.8  21.7  2.0  134.0  

 InNature  Buy 409 0.58  0.65  27.3  20.7  17.6  2.4  14.7  3.4  (10.5) 

 Mynews Holdings  Buy 413 0.61  0.60  n.a. n.a. 71.2  1.8  2.6  0.3  (27.5) 

Simple Average         34.8 25.0 25.5 11.6 40.6 2.7  
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Consumer Sentiment & Business Condition Index, MYRUSD   Consumer Price Index (%) 

 

 

 
Source: MIER, Bloomberg  Source: Department of Statistics, Maybank IBG Research 
 

Malaysia monthly retail sales growth YoY (%)  

 

 

Source: CEIC  
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GAMING: Post-COVID environment mixed 

POSITIVE Casinos (unchanged)  

NEUTRAL NFOs (unchanged) 

 
 The post-COVID environment revealed a fault line in this sector. Casinos 

recovered swiftly but NFOs stalled due to competition from illegal NFOs.  

 We expect casinos to continue recovering in 1H23, albeit more slowly for 

RWS, but NFOs to plateau.   

 BUY GENM for potential license to deploy table games at RWNYC. BUY GENT 

for potential upside from TauRx. HOLD SPTOTO and MAG.  

2022: GENM – recovery gathering pace but ESG concerns linger. 2022 started 

reasonably well for GENM’s Resorts World Genting (RWG) when 1Q22 visitor arrivals 

hit 72% of 1Q19 (pre-COVID) levels. On another note, the much-delayed MYR3.0b 

Genting SkyWorlds theme park opened on 8 Feb 2022. Operations improved with 

3Q22 visitor arrivals hitting 97% of 3Q19 levels (Fig. 1). Yet, RWG 1Q22 revenue 

was just 48% of 1Q19 levels and 3Q22 revenue was a lower 78% of 3Q19 levels. The 

reason for RWG revenue underperforming RWG visitor arrivals is due to the lack of 

available hotel rooms. Recall that RWG reopened on 30 Sep 2021 but only c.5,000 

out of 10,500 rooms were available due to lack of manpower. That said, by end-

3Q22, the number of available rooms improved to c.8,000.  

Corporate development wise, GENM submitted a bid for a 10-year Macau casino 

concession in mid-Sep 2022 but was denied in late-Nov 2022. GENM ended the year 

with another unsavoury related party transaction involving Empire Resorts (Not 

Listed) as it proposed to raise its stake in the latter by 10% for USD100m.    

1H23: GENM – RWG recovery to continue, all eyes on downstate NY bid. As RWG 

makes available another 2,500 rooms, we expect RWG operations, revenue and 

earnings to continue improving. It is well documented in the gaming industry that 

hotel guests spend way more than day trippers due to longer lengths of stay (room 

rates, shopping, food and beverage) and play (gaming) (Fig. 2).  

Moreover, Resorts World New York City (RWNYC) may eventually secure a license 

to deploy table games. We estimate that this will add MYR0.53/shr to our GENM 

DCF-based TP. The New York State Gaming Commission (NYSGC) is expected to 

issue Request For Proposals and award the aforementioned licenses in 2023. We 

continue to believe that RWNYC has a good chance of securing a license as it 

already has capacity to deploy table games and has the blessing of the local 

community, which we understand is not easy to obtain. In our view, it would not 

be wise for the NYSGC to award licenses to gaming operators who do not have 

existing capacity to deploy table games as it would have to wait years before table 

games can be deployed and additional gaming taxes can be collected.  

2022: GENT – RWS recovered fast, RWLV underwhelming, hope floats for TauRx. 

In Singapore, we estimate that industry 3Q22 VIP volume recovered to 74% of 3Q19 

levels and industry 3Q22 mass market gross gaming revenue (GGR) recovered to 

100% of 3Q19 levels despite Mainland Chinese not being able to travel freely yet. 

Singapore had only reopened its borders in Apr 2022. That said, the recovery did 

not benefit both integrated resorts evenly. We estimate that GENT’s 53%-owned 

GENS’ Resorts World Sentosa’s (RWS) share of VIP volume fell to 31% in 3Q22 (3Q19: 

47%) and RWS’ share of mass market GGR fell to 32% in 3Q22 (3Q19: 37%). Recall 

that RWS shed c.4,000 staff during the COVID-19 pandemic whereas Marina Bay 

Sands (MBS) did not. This enabled MBS to capitalise on the post-COVID recovery 

better than RWS. The above said, RWS 3Q22 EBITDA still hit 90% of 3Q19 levels.  

In Las Vegas, 100%-owned Resorts World Las Vegas (RWLV) continues to sputter. 

After RWLV 2Q22 EBITDA hit a post-opening high of USD37.0m, RWLV 3Q22 EBITDA 

slumped by nearly half to USD18.7m ostensibly due to poor win rates.  
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In pharmaceuticals, 20%-owned TauRx Pharmaceuticals (Not Listed) reported 

positive results from its lead Alzheimer’s combating investigative drug, 

Hydromethylthionine Mesylate (HMTM) in early-Oct 2022.  

1H23: GENT – RWS has little room to recover more, TauRx goes to the FDA. In 

Singapore, while we expect RWS’ market share to improve as it rebuilds its 

manpower (RWS plans to hire 1,600 employees), we do not expect industry VIP 

volume and mass market GGR to recover much more despite the potential return 

of Mainland Chinese tourists. On the VIP market, recall that China banned cross 

border gambling in Mar 2021. Mainland Chinese found guilty will be punishable with 

≤10 years imprisonment. Thus, we expect the Singaporean VIP market to plateau 

at c.75% of pre-COVID levels. On the mass market, we expect the return of 

Mainland Chinese gamblers to be offset by the departure of Singaporean gamblers. 

We understand that Singaporean gamblers have not travelled overseas (namely 

Malaysia’s RWG) to gamble as much as pre-COVID levels yet. Thus, we expect the 

two opposing forces to cancel each other out and expect the Singaporean mass 

market to plateau at c.100% of pre-COVID levels.  

In Las Vegas, we hope that win rates at RWLV will normalise at higher levels. In 

pharmaceuticals, TauRx will submit HMTM for United States Food & Drug 

Administration approval in 1Q23. 

2022: NFOs – competition from illegal NFOs intensified post-COVID. NFO outlets 

have been allowed to reopen since mid-Sep 2021. At first, we were optimistic that 

NFO sales/draw will swiftly recover to pre-COVID levels. MAG 1Q22 NFO sales/draw 

came in at 65% of pre-COVID levels while SPTOTO 3QFY22 (1QCY22) came in at 90%. 

Yet, MAG 3Q22 NFO sales/draw improved to only 71% of pre-COVID levels while 

SPTOTO 1QFY23 (3QCY22) fell to 80%. Channel checks reveal that illegal NFOs 

wrested market share from legal NFOs during the COVID-19 driven lockdowns and 

maintained their market share post-COVID. We are told that more and more illegal 

NFOs are utilising social messaging apps like WhatsApp and Telegram to execute 

sales, maintain social distancing and evade the authorities. Our channel checks 

reveal that one particular illegal NFO, Winbox, has been particularly successful in 

wresting market share from legal NFOs via the social messaging apps (Fig. 6).   

1H23: NFOs – nothing much to look forward to. It appears to us that the legal 

NFOs can, at most, hope that their sales maintain at 70-80% of pre-COVID levels. 

Until and unless the Ministry Of Finance allows legal NFOs to introduce online 

betting, we do not foresee how they can regain market share. To be sure, we are 

actually positive on the new Government’s directive to cut the number of special 

draws from 22 to 8. NFO sales from special draws are not only 10-20% lower than 

that of normal draws, their EBITDA margin is <5% due to the 10% (of gross NFO sales 

less gaming tax) special contribution to the government. Moreover, special draws 

dilute the NFO sales from Wednesday normal draws (which yield higher EBITDA 

margins of 10-15%) by a similar 10-20%.  

Effective 1 Jan 2023, the Kedah state government will shutter NFO outlets there. 

While NFO outlets located in Kedah account for only 3% of the total NFO outlets of 

SPTOTO and MAG, it is a negative catalyst nonetheless. There is also the added risk 

of the Perlis state government shuttering NFO outlets there after the change in 

government there. That said, NFO outlets located in Perlis account for only ≤1% of 

the total NFO outlets of SPTOTO and MAG, 

Maintain Casino subsector at Overweight and NFO subsector at Neutral. We have 

a BUY call on GENM with a DCF-based TP of MYR3.03. As mentioned above, we 

estimate that MYR0.53/shr will be added to our GENM DCF-based TP should RWNY 

secure a license to deploy table games (link). We also have a BUY call on GENT 

with a SOP-based TP of MYR5.59. Should TauRx be ascribed a valuation of USD15b, 

we estimate that our GENT SOP-based TP may be revised to MYR8.81. We have 

HOLDs on the NFOs, SPTOTO and MAG of MYR1.59 and MYR1.42 TPs, respectively.  

Risks to our call. (i) Full blown recession leading to subdued demand for gaming;  

(ii) higher gaming taxes; (iii) smoking bans (partial or full) in Malaysia and 

Singapore; and (iv) even harsher clampdown on cross border gaming (VIP and mass 

market) by China.  

Analyst: Samuel Yin Shao Yang  

(samuel.y@maybank-ib.com) 
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Gaming sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Genting Bhd Buy 16,866 4.38  5.59  n.a. 57.6  9.1  0.5  5.7  4.6  (2.4) 

Genting Malaysia Buy 14,843 2.62  3.03  n.a. 59.5  12.1  1.1  9.0  7.6  (7.2) 

Simple Average     n.a. 58.6  10.6  0.8  7.3  6.1   

            

Magnum Berhad Hold 1,883 1.31  1.42  n.a 17.5  10.5  0.8  7.5  8.4  (29.4) 

Berjaya Sports Toto Hold 2,240 1.66  1.59  12.8  11.6  10.1  2.3  22.8  7.5  (8.9) 

Simple Average         n.a. 14.5 10.3 1.5 15.1 8.0  
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Fig 1: RWG visitor arrivals (m)  Fig 2: RWG rooms vs. gross revenue (MYRm) (R2: 0.8) 

 

 

 

Source: GENM  Source: GENM 

 

Fig 3: Estimated Singapore VIP volume (SGDm)  Fig 4: Estimated Singapore mass market GGR (SGDm) 

 

 

 

Source: GENS, Las Vegas Sands, Maybank IBG Research  Source: GENS, Las Vegas Sands, Maybank IBG Research 

 

Fig 5: Gross industry NFO sales (MYRb)  Fig 6: Search trends for Toto 4D, Magnum 4D and Winbox 

 

 

 
Source: SPTOTO, MAG, Pan Malaysian Pools  Source: Google Trends 
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GLOVES: Daunting outlook 

 

 

 

NEGATIVE (maintained) 

 
 

 No signs of recovery in ASP/utilisation rate yet. Losses are likely in the 

coming quarters.  

 Restocking activities may start in mid-2023 but ASP is unlikely to jump 

significantly. Sector will continue to be plagued by oversupply and high 

energy cost in the medium term.  

 Strong balance sheet is paramount to ride out the storm. Maintain 

NEGATIVE. We are SELLers of Top Glove, Hartalega and Kossan. 

In retrospect. Share prices of glove players under our coverage have plunged by 

67-82% in 2022 YTD (till 9 Dec) after a dismal spate of glove makers’ earnings which 

added onto concerns that the demand-supply rebalancing will not happen over the 

short term. This considers severe industry oversupply that led to low plant 

utilisation rate of 35-50% despite ASP having stablised at around USD18-21/kpcs. 

Also, earnings have been hit by rising production costs (raw materials, manpower 

and energy) with glove makers unable to fully pass-on the higher costs to customers 

due to the stiff competition. The cost-plus model that was widely used pre-COVID 

is no longer workable in this market. In view of the tough operating environment, 

both Malaysian and Chinese glove makers (Intco Medical Technology; 300677 CH; 

Not Rated) have decided to put their capacity expansion on hold. Elsewhere, Top 

Glove has decided to halt its dividend payment to preserve cash.    

Outlook/Thematic. We expect 2023 earnings outlook to remain subdued with losses 

to persist amid low plant utilisation and ASP, and escalating energy costs. While 

restocking activities may resume by mid-June 2023, ASP may remain flat as most 

glove makers are likely to continue operating at low utilisation rates of 35-50%; 

hence, any increase in orders can be easily absorbed. Major Malaysian glove players 

expect demand (DD) and supply (SS) to rebalance only by end-2023 and demand for 

gloves to normalise in 2024. We have our reservations (especially after the influx 

of Chinese glove makers) as the DD-SS projection by the local glove makers is 

predicated on the existing supply situation before factoring in the resumption 

of/any potential capacity expansion.   

Maintain NEGATIVE. We believe strong balance sheets and cost efficiency are 

important factors that will help the glove makers to weather through the downturn 

and provide some financial cushion for a prolonged sector downturn. The glove 

makers under our coverage i.e. Top Glove, Hartalega and Kossan have accumulated 

sizeable amounts of cash during the peak cycle and are now in net cash positions 

(TOPG: MYR0.067/sh net cash, 0.1x total cash/market capitalization ratio, HART: 

MYR0.52/sh/0.3x, KRI: MYR0.47/sh/0.4x as at end-Aug/Sep 2022). We remain 

SELLers of Top Glove, Hartalega and Kossan.  

Upside risks. (i) Raw material prices declining faster than ASP, (ii) higher demand/ 

consumption for gloves from non-healthcare industries post pandemic, and (iii) new 

players ceasing operations/exiting the industry sooner than expected that lead to 

lower supply of gloves. 

  

Analyst: Wong Wei Sum  

(weisum@maybank-ib.com) 
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Gloves sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Top Glove Sell 6,286 0.79  0.52  1.1 29.4  30.2  1.1  3.7  1.7  (69.7) 

Hartalega Sell 5,365 1.57  1.43  1.7  6.1  35.5  1.0  2.9  1.7  (70.9) 

Kossan Rubber Industries Sell 2,730 1.07  1.03  0.9  14.9  24.3  0.6  2.7  1.4  (40.8) 

Simple Average         1.3  16.8  30.0  0.9  3.1  1.6   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

ASP and market cap trends  Glove sector’s1-year forward PER mean (pre-Covid: 2014-

2018)* 

 

 

 

** the combined market cap of TOPG MK, HART MK and KRI MK 

Sources: TOPG (for ASP), Bloomberg  

 *Top Glove, Hartalega, Kossan and Supermax 
Source: Bloomberg, companies, Maybank IBG Research (chart) 
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HEALTHCARE: Ramping up capacity expansion  

POSITIVE (unchanged) 

 
 

 Bed occupancy rate have reached pre-pandemic levels in Malaysia, driving 

strong earnings recovery.   

 Cost optimisation and pass-through remains a key strategy to manage cost 

escalations, while capacity expansion have resumed following strong 

patient volume recovery. 

 We have BUYs on KPJ and Optimax. 

In retrospect. We saw a gradual recovery in patient volumes in 1H22 and a sharp 

uptick by 3Q22 on the hospital operators, with beds occupancy rate (BOR) already 

reaching pre-pandemic levels of close to 70%. This was a combination of subdued 

COVID-19 cases and the return of elective treatments. In tandem, COVID-19 related 

revenues have fallen to low single digits of total revenues, while revenue intensity 

have also declined as the mix of acute treatments normalised since the onset of 

the pandemic. 

Outlook/Thematic. We expect BOR to sustain at mid-60s going forward as the 

industry has shifted back to pre-pandemic levels. Health tourism revenues could 

also grow beyond the historical 5% levels (of total revenue) as the hospital 

operators continue to improve their branding, specialties offerings and service 

quality. Bed capacity annual expansion could also ramp up from 0-2% in FY20-21 to 

3-5% in FY22-25E, given the increase in patient volumes, with most being 

brownfield expansions, though this could still somewhat be impeded by the 

prevalence of nurses shortages. Additionally, the hospital operators are pushing 

their lab businesses given the growing demand for diagnostics and testing. Lastly, 

ongoing digitalisation is underway as hospital operators are looking to improve 

operational efficiency and leverage on technology to offer differentiated services. 

Maintain POSITIVE. We have BUYs on KPJ and Optimax. We believe KPJ is slated 

to benefit from ongoing patient volume growth, higher mix of health tourist 

revenues, as well as cost optimisation initiatives that could come purely from a 

proper centralised system for various procurement, marketing and insurance 

terms. It is trading at 21.1x FY23E PER, which is below regional peer average of 

32x. We also have a BUY on Optimax. We are positive on the healthy underlying 

demand for Optimax's cataract and refractive surgeries, as well as its ongoing 

expansion plans to facilitate strong demand. As at end-FY22, Optimax would have 

opened 1 new ACC and 3 new satellite clinics bringing its total network to 17; 

another 7 new satellite clinics is expected in FY23. 

Risks to our call. 1) Unexpected travel restrictions that may impede growth in 

patient volumes, 2) rising manpower, energy and medical supply costs that could 

erode operating margins, 3) continuous supply constrain in consultants and nurses 

that could impede expansion plans, and 4) rising interest rates which could result 

in higher borrowing costs thus impacting the earnings growth trajectory.   

Healthcare sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

KPJ Healthcare  Buy 4,061 0.94  1.06  85.0  26.7  20.8  1.8  8.6  2.5  (13.9) 

Optimax  Buy 421 0.78  0.84  43.3  35.5  32.5  3.9  26.0  3.1  25.0  

Simple Average         64.2 31.1 26.6 2.9 17.3 2.8  
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

  

Analysts:  
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KPJ - Bed occupancy rate  

 

Source: Company 
 

 KPJ – Patient volumes trend (no. of pax) 

 

Source: Company 
 

 

KPJ – EBITDA margin   

 

Source: Company 
 

 KPJ – Capacity expansion trend (no. of beds) 

 

Source: Company 
 

 

Optimax – Surgery volume trend and outlook 

 

Source: Company 
 

 Share price movement in 2022 YTD, till 9 Dec (Base=100)     

 

Source: Bloomberg 
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MEDIA: What goes up must come down 

NEUTRAL (unchanged) 

 
 

 10M22 total gross adex grew by 12% YoY, with strong resurgence from 

newspapers and radio adex. 

 We forecast a 10% decline in 2023 total gross adex, winding down from an 

elevated 2022 base whilst entering an economic slowdown. 

 Our only media sector call is a recently downgraded ASTRO to HOLD from 

weaker dividend outlook and lower earnings visibility.  

2022: Newspapers and radio see some normalization in growth. 3Q22 total gross 

adex grew by 15% YoY, ahead of the 10% YoY growth seen in 1H22, with newspapers 

and radio adex leading the charge, growing by +44% YoY and +51% YoY respectively, 

whilst FTA TV trailed behind at -2% YoY. As expected, this points towards the 

advertisers’ re-allocation of their budgets from FTA TV to newspapers and radio, 

following the full reopening of the economy as Malaysia relaxed all COVID-19 

protocols effective 1 May 2022. Radio adex levels have mostly normalized back to 

pre-COVID 2019 levels coming in at a monthly average of MYR34m in 3Q22 (3Q19: 

MYR36m), whilst newspapers adex still fell short at an average of MYR91m (3Q19: 

MYR154m).  

Cumulatively, 10M22 total gross adex grew by 12% YoY. By major segment, FTA TV 

had a relatively muted year of growth so far at 1% YoY, while newspapers and radio 

adex grew by 15% YoY% and 29% YoY%. With the upcoming year-end festive 

advertisements, propped up by adex-friendly events such as GE15 and the FIFA 

World Cup happening in Nov – Dec 2022, we expect 2022 total gross adex to close 

higher by growing 12-13% YoY.  

1H23: Adex decline to be expected following elevated base in 2022. In line with 

our 2023 economic outlook, we anticipate a similar “withdrawal syndrome” for 

total gross adex as we head into 2023, following the elevated “sugar rush” base 

year of 2022. As such, we forecast a 10% decline in total gross adex, with major 

anticipated headwinds such as:- (i) weakening consumer sentiment off the backs 

of rising inflation and interest rates globally; (ii) tightening of advertising budgets 

following weaker business outlook; (iii) dissipating pent-up demand from economic 

re-opening; and (iv) absence of any major adex-friendly event.  

Regulatory-wise, we are positive on the new government’s messaging on promoting 

media freedom and free speech. Initiatives include but are not limited to the 

reviewing and repealing of draconian provisions of Acts that could be abused to 

restrict free speech, the establishment of a Media Council, protecting 

whistleblowers and introducing a new Freedom of Information Act. Although 

implementation details are yet to be announced, the Government’s focus towards 

enforcing integrity in the media sector would serve to instil confidence in viewers, 

readers and advertisers alike.   

2022: Copyright (Amendment) Act 2022 was supposed to be a ‘silver bullet’ for 

ASTRO. The Act that was gazetted on 18 Mar 2022 explicitly recognizes streaming 

technology as an avenue to infringe copyright. A reading of Section 43AA implies 

that e-commerce (e.g. Shopee, Lazada, Carousell) and social media platforms (i.e. 

Facebook) that openly sell illegal streaming devices, colloquially known as TV 

boxes, are likely guilty of infringing copyright. A Feb 2019 YouGov poll found that 

87% of Malaysian TV box owners purchased them from e-commerce and social 

media platforms. Convicted offenders are liable to pay a fine of MYR10,000 to 

MYR200,000, up to 20 years imprisonment or both. We had hoped that the Act 

would be very potent in combatting content piracy which has plagued ASTRO over 

the last several years.  
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1H23: Going will still be tough for ASTRO. Unfortunately, the aforementioned e-

commerce and social media platforms continue to openly sell TV boxes as at press 

time despite the promulgation of the Copyright (Amendment) Act 2022. We are 

afraid that this has and will hurt ASTRO’s ability to regain its TV subscription 

revenue. Given that content piracy remains rampant, we have no visibility on when 

ASTRO’s prospects will turn around for the better. We forecast ASTRO to continue 

churning subscribers over the next 3 years to reach c.2.0m subscribers (end-FY22A: 

2.4m-2.5m subscribers). To be honest, we do not discount the possibility of 

downside risk to the aforementioned forecast. 

We have a HOLD call on ASTRO. We rate ASTRO as such because we believe that 

it can sustain dividend yields of >6% p.a. over the next couple of years. Other than 

that, we do not have any major catalyst(s) in mind that could compel us to upgrade 

our call on ASTRO to BUY.   

Risks. (i) Heavier-than-expected dampening of adex growth from a full-blown 

global recession;  (ii) Further disruptions to the traditional media industry from 

digital players such as Netflix and Disney+; (iii) Tightening of fiscal/monetary 

policies; (iv) New rounds of COVID-19 infections and lockdowns. 

Media sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

 Astro Malaysia  Hold 3,754 0.72  0.82  7.8  10.4  8.8  2.9  32.5  8.9  (20.3) 

Simple Average         7.8  10.4  8.8  2.9  32.5  8.9   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

10M22 gross adex by segment (MYRm)  Gross total adex (MYRm) 

 10M22 10M21 YoY chg 

FTA TV 2,862.3 2,830.0 1.1% 

Newspapers 840.2 729.0 15.3% 

Magazines 21.4 19.7 9.0% 

Radio 351.8 272.8 28.9% 

Cinema 94.6 9.3 920.8% 

In-store media 19.4 57.9 -66.4% 

Digital 1,089.1 815.2 33.6% 

Total 5,278.9 4,733.9 11.5% 
 

 

 

Source: Nielsen Media Research  Source: Nielsen Media Research 

 

Gross FTA TV adex (MYRm)  Gross newspaper adex (MYRm) 

 

 

 

Source: Nielsen Media Research  Source: Nielsen Media Research 
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ASTRO TV subscription revenue (MYRm)   

 

  

Source: ASTRO   
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OIL & GAS: Staying positive  

POSITIVE (unchanged) 

 
 

 Fundamentally, we expect oil price to stay elevated in 2023 with much 

volatility in sight. Our in-house oil price estimate is unchanged at average 

USD100/bbl (Brent).   

 We reiterate that while energy security takes precedence over energy 

transition pursuits for now, decarbonisation remains a long term agenda.        

 Key BUYs are Yinson, Dialog, Hibiscus and WSC.     

2022 has been a remarkable year. The oil market has been in an exuberant mood 

(oil price-wise) in 2022, a stark contrast to what it experienced in 2020. Crude oil 

price has: (i) surpassed USD100/bbl in 2022, last seen in 2014, (ii) rose to a high of 

USD128/bbl in Mar and (iii) has averaged USD100/bbl to-date. While the Ukraine-

Russia tension has led to a rise in geopolitics risk, the OPEC+ pact remains strong 

and disciplined, reflecting its role as a swing producer.  

Will remain in an energy tri-lemma state. That said, the market will continue to 

face the energy tri-lemma issue: (i) demand strength (consumption recovery post 

pandemic), (ii) supply disruption (structural under-investment in the past cycles) 

and (iii) rising geo-political risks (Russia-Ukraine crisis), which gave rise to much 

volatility in the market so far.  

The oil market will continue to remain buoyant but volatile. Our in-house oil 

price (dated Brent) sees 2023’s crude oil price averaging at USD100/bbl (unch). We 

see upside risk to our oil price assumption (commodity cycle run) should the global 

energy crunch worsens amidst rising geo-political tensions. That said, global capital 

spending will continue to rise, guided by capital discipline and investment returns. 

The increased capex spend is not a surprise, as it comes off a low base in 2020-21 

and is nowhere near 2014’s levels. Correspondingly, a higher oil price outlook tends 

to lead to higher costs and greater volatility in oil price; this will be a setback and 

a concern to a sustainable recovery in the market.    

Energy: Security vs. transition. While energy security takes precedence over 

energy transition for now, the sector will continue to see spending on low carbon 

energy in the longer term, as the energy transition momentum accelerates. A part 

of the capex will be dedicated for green investment strategy, with focus on 

renewables (solar, wind) and carbon capture and storage (CCS) as it catches up on 

the climate goals and sustainability framework. In essence, most of the oil majors 

have committed to meet the Net Zero Carbon Emission (NZCE) aspiration by 2050. 

Sector top BUYs. We continue to advocate PLCs with growth prospects, strong 

financials and focused management, in riding on the cyclical recovery play.  

 Hibiscus is the best play for a cyclical, rising energy price market. It is 

fundamentally sound, financially resilient and offers compelling growth, with 

undemanding valuations. 

 Yinson stands out for its: (i) growth prospects and leadership in the FPSO 

business globally, (ii) operational and financial strength, (iii) most 

comprehensive and clear sustainability agenda, and (iv) undemanding 

valuations. Its acute management acumen/ focus is a major plus point. 

 Dialog and WSC. Dialog will develop greater traction at its Pengerang ops, on 

new capacity uptake with long term development prospects. WSC’s push 

ahead will come mainly from its pipe-coating projects (Qatar & MY). Winning 

the Qatar jobs will be a key catalyst over the next 3 years.   

  



 

December 14, 2022 119 

 

Malaysia 2023 Outlook and Lookouts  

Risks. Another COVID-19-related outbreak, demand uncertainty, higher-than-

expected oil production, shale comeback, scepticism over OPEC+ compliance/ 

discipline to manage output will create volatility and pressure on the oil market. 

Weakness and volatility in the oil price will hurt sentiment, capex/ opex plans and 

refinancing/ restructuring efforts. Costs overruns and delays from poor execution 

is a sign of operating distress. 

Oil and gas sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

 Dialog Group  Buy 12,978 2.30  4.90  24.6  23.4  20.5  2.3  10.2  1.8  (10.9) 

 Yinson  Buy 7,151 2.47  4.05  17.7  13.4  12.1  1.9  11.6  0.9  (4.0) 

 Bumi Armada  Buy 2,870 0.49  0.58  4.3  3.5  3.4  0.5  14.8  0.0  3.2  

 Hibiscus Petroleum  Buy 2,133 1.06  1.90  9.4  4.9  3.9  0.7  16.0  0.0  33.0  

 Sapura Energy  Sell 719 0.05  0.03  n.a. n.a. n.a. 0.1  66.9  0.0  (10.0) 

 Velesto Energy  Buy 1,356 0.17  0.22  n.a. n.a. 18.3  0.6  3.1  0.0  37.5  

 MMHE Buy 992 0.62  0.85  n.a. 17.2  12.9  0.5  4.2  0.0  57.0  

 Wah Seong Corp  Buy 523 0.68  1.20  168.8  8.2  5.7  0.7  12.4  0.0  2.3  

 Favelle Favco  Hold 391 1.67  1.70  7.7  8.4  6.7  0.6  10.4  1.8  (1.7) 

 Icon Offshore  Buy 243 0.09  0.16  10.0  10.0  15.0  1.0  3.5  0.0  (14.3) 

Simple Average         34.6  11.1  11.0  0.9  15.3  0.4   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

PETRONAS: Yearly CAPEX breakdown by region  

 So 

 

Note: *To allocate 50%:50% of capex for domestic: overseas ops 

Source: PETRONAS, Maybank IBG Research 

 

 

 PETRONAS: Dividends vs. crude oil price 

 

Note: *Special dividends: 2019: MYR30b/ 2020: MYR18b/ 2021: MYR7b  

Source: PETRONAS 
 

 

Global oil demand   

 

Source: Bloomberg, Maybank IBG Research 
 

 Global oil supply  

 

Source: Bloomberg, Maybank IBG Research 
 

Analyst: Liaw Thong Jung 

(tjliaw@maybank-ib.com) 

mailto:tjliaw@maybank-ib.com
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OPEC and non-OPEC oil supply (m bpd)  

 

Source: Bloomberg, Maybank IBG Research 
 

 Crude oil price (Brent & WTI)   

 

Source: Bloomberg, Maybank IBG Research 
 

 

Cumulative net oil supply  

 

 

Source: Bloomberg, MIBG Research 
 

 US crude oil inventory (ex-Strategic Petroleum Reserves)  

 

Source: Bloomberg, MIBG Research 
 

 

Crude oil price (dated Brent) scenarios 

 

Source: Rystad Energy 
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PETROCHEMICALS: Rebalancing dynamics 

NEUTRAL (downgrade) 

 
 

 PCHEM’s FY21 momentum on the back of elevated ASPs continued into 

1H22 but lost steam in 3Q22 as product prices reverted to the mean. TTNP 

suffered two consecutive quarters in the red as margins compressed on 

high feedstock costs and is unlikely to return to the black in FY22.   

 ASPs continue to come under pressure across the board from a rebalancing 

of tight pandemic era supply-demand dynamics. Demand outlook remains 

tepid whilst start-ups of new regional capacities (delayed by lockdowns) 

will ease supply in 2023. Meanwhile, PIC is not expected to commence 

operations till 1Q23 following the latest fire incident in Oct.  

 We have HOLD ratings on both PCHEM and TTNP. 

2022 in retrospect – off to a strong start but gradually lost momentum. Building 

on its outstanding 2021 performance, PCHEM’s 1H22 showing was equally stellar as 

product ASPs achieved its zenith towards the start of 2Q22, on account of tight 

supply from delayed operational start-ups of regional plants and soaring gas prices 

following the outbreak of the Russo-Ukrainian conflict. Its performance in 1H22 

was also buoyed by a strong USD (MYR193m in net gains on foreign exchange) and 

healthy contributions from its JV and associates (MYR203m), despite heavy 

turnaround activities at a number of its key production facilities (blended PU 

averaged just c.81% in 1H22 vs >89% quarterly from 4Q19 to 4Q21). Stripping out 

the one-time MYR276m gain from recognition of trade payables-related timing 

adjustments, PCHEM’s 3Q22 results were satisfactory (despite bright spots in the 

F&M market) as ASPs declined sharply from the 1H22 highs as fears of a slowing 

Chinese economy and impending global recession took hold. TTNP’s malaise 

meanwhile continued to unravel in 3Q22 as it suffered its second consecutive 

quarterly loss, underpinned by the trifecta of severe margin compression, marked 

to-market inventory write-downs and associate underperformance. Despite 

relatively higher blended ASPs YoY, rising feedstock (naphtha) costs eroded 

margins to below breakeven levels, as >95% of its supply is usually sourced from 

the open market at prevailing prices. A weak operating environment had also 

forced mgmt to lower its full-year PU guidance from 80-85% to 75-80% and we 

consequently revised our estimates lower as we do not expect TTNP to turn a profit 

in FY22E, despite declaring an unexpected special dividend of 13.98 sen (FY22E DY: 

9.5%).          

Pengerang – start-up delayed (again). Following yet another fire incident in late 

Oct, PIC’s refinery, cracker and adjoining petrochemical complex (PCHEM owns a 

50% stake in the latter) were forced to shut down temporarily in order for the 

structural integrity of the connecting pipelines to be ascertained. PIC’s refinery 

had restarted in May whilst the cracker/petrochemical complex followed suit in 

July, with commercial operations initially slated for Dec-22. As a result of the fire 

however, ops commencement has now been pushed back further to 1Q23. PIC is 

expected to increase PCHEM’s total production capacity by 3.3 mTpa (+26%; 

currently 12.8 mTpa) but it is unlikely to achieve EBIT breakeven levels in FY23E. 

PIC’s PE/PP capacity of 1.65 mTpa will exceed TTNP’s combined M’sian PE/PP 

capacity of 1.2 mTpa and is likely to impose margin pressure on TTNP’s domestic 

premium (c.USD50-100 per mT) in the downstream market for polyolefins 

(HDPE/PE/PP). We also note that PIC’s petrochemical complex will use naphtha as 

a primary feedstock, which may subject PCHEM’s earnings to a degree of volatility 

vis-à-vis its existing portfolio of ethane-based polymers that are protected by 

competitive long-term supply agreements with its parent company.  

Bleak FY23F outlook for polyolefins. QtD-4Q22, key polymer product prices have 

eased off significantly from its multi-year 2Q22 highs (HDPE: -23%; PP -26%; MEG: 

-27%; PX: -18%). This trend is likely to extend into 1H23 as supply-demand dynamics 

continue to normalise on the back of easing supply chains (freight costs reverting 

Acronyms 
  
ASP – average selling price 
F&M – Fertiliser & Methanol 
HDPE – high-density polyethylene 
mT – million tonnes 
mTpa – million tonnes per annum 
O&D – Olefins & Derivatives 
PIC – Pengerang Integrated Complex 
PE - polyethylene 
PP – polypropylene 
PU – plant utilisation 
QtD – quarter-to-date 
YtD – year-to-date 
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to pre-pandemic mean, start-up of new Greater China crackers/plants) and 

cautious demand from inflationary pressures (strong USD, rising living costs), high 

inventory levels and extended lockdowns in China. Although polyethylene (PE) 

demand is expected to pick-up in 2023 (6.0 mT vs projected supply additions of 

c.4.3mT in FY23F) from pent-up Chinese demand should a broad-based reopening 

materialise, much of the c.12-13mT start-up capacity that came onstream in 

FY21/22 is still underutilised and could potentially be ramped-up, thus capping 

outsized margin spread gains in the months ahead. The outlook for polypropylene 

(PP) looks gloomier, with supply likely to outstrip demand by 2:1. In such a 

scenario, it is probable that global PP plant utilisation rates could fall well below 

the 80% threshold. TTNP has current MY-based exposure to the PP chain of about 

0.64mT, whilst PCHEM’s will have 0.9mT of PP capacity at PIC (once fully 

operational) – both could potentially suffer if ASPs continue to decline on 

imbalanced supply-demand dynamics.  

Fertilisers continue to buck trend, but gains may not sustain. ASPs of urea and 

methanol have held relatively firm in QtD-4Q22, posting modest QoQ gains of 16% 

and 2% vs. 3Q22 respectively. Although urea suffered a 22% QoQ decline in 3Q22 

from weak demand, it is still higher by 48% YoY on a YtD basis vs. FY21 as Russo-

Ukrainian geopolitical tensions caused a lengthy spike in natural gas prices, a key 

input cost component of urea production. However, FY23F could see a reversion to 

the mean as inventories build amidst softening demand (India’s most recent tender 

saw tepid take-up; European importers are well-stocked for spring; China aims to 

increase export volumes following lengthy controls throughout 2022). To 

exacerbate the imbalance, Fitch estimates that ex-China, c.3.2/2.2mT of new 

capacity are set to come onstream in FY23/24 respectively. It has also revised its 

FY23F/24F ASP outlook to USD500/350 per tonne respectively (for reference, urea 

has traded on average at c.USD700/t in YtD-FY22). Meanwhile, current ASPs for 

methanol (at USD398/t YtD-FY22) have reverted close to the FY21 mean of 

USD400/t and is unlikely to gain further in the absence of significant supply shocks.  

Downgrade to NEUTRAL. In a nutshell, we believe that the best days of the 

Malaysian petrochemical industry are behind it, as weakening global demand from 

high interest rates and lethargic European/Chinese economies are likely to pose 

headwinds to growth in 2023. Coupled with additional polymer and fertiliser 

capacities coming onstream primarily in Greater China throughout the course of 

2023, it is unlikely that the industry will revisit its ASP highs of 2021 and 2H22. 

Locally, stiff competition in the downstream polyolefin market from PIC’s 

impending operational commencement in 1H23 is also set to pressure PCHEM and 

TTNP’s margins further. We have a HOLD rating on both PCHEM and TTNP and our 

CNP estimates/TP remain unchanged. PCHEM now trades at FY23 EV/EBITDA of 6x 

(10Y mean: 9x; FY23E/24E DY of 4%), while LCT trades at FY23 EV/EBITDA of 1.2x 

(5Y mean: 3.7x; FY23E/24E DY of 2.2/2.9%).    

Risks. There are several risk factors for our earnings estimates, target price and 

ratings for PCHEM & TTNP: (i) slower than expected global demand as pockets of 

Covid-19 re-emerge to thwart governments’ efforts to lift existing lockdown 

restrictions; (ii) a sudden cooling of the fertiliser market in the event planters 

switch to alternative crops that do not require a heavy dependence on nitrogen 

based fertilisers; (iii) the Chinese government’s sudden reversal of its indefinite 

fertiliser export control policy; (iv) more countries adopting a firmer stance 

towards banning the usage of single-use/non-biodegradable plastics; (v) Pengerang 

plants achieving poor operating earnings on a weaker-than-expected utilisation 

rate of <70% in FY23E; and (vi) sharp movements in naphtha cost that will 

significantly impact TTNP’s product spread.  

  

Analyst: Anand Pathmakanthan 

(anand.pathmakanthan@maybank-ib.com) 
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Petrochemicals sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Petronas Chemicals Hold 67,840 8.48  9.10  9.4  10.3  10.9  1.6  15.1  4.6  0.1  

Lotte Chemical Titan Hold 3,097 1.36  1.46  3.2  n.a. 19.2  0.2  1.4  2.4  (37.9) 

Simple Average         6.3  10.3  15.0  0.9  8.2  3.5   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

PCHEM: Olefin & Derivatives (O&D) division’s key ASPs  PCHEM: Fertiliser & Methanol (F&M) division’s key ASPs 

 

 

 

 

 

 

 

 

 

 

 

 
 

Source: Bloomberg, Maybank IBG (compilation)  Source: Bloomberg, Maybank IBG (compilation) 

 

TTNP: Prices of polymer and naphtha  TTNP: Key product spreads 
 

 
 

Source: Bloomberg, Maybank IBG (compilation)  Source: Bloomberg, Maybank IBG (compilation) 
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PLANTATION: A muted 2023 outlook  

NEUTRAL (unchanged) 

 
 

 Global vegetable oil supply outlook is anticipated to improve in 2022/23 

marketing year with record soybean planting in South America, but only if 

weather permits. 

 The present risk to our 2023 CPO ASP forecast of MYR3,400/t is on the 

upside. Concerns are (1) La Nina impact on South American harvests, (2) 

lower-than-expected CPO yield, and (3) higher B35 mandate by Indonesia. 

 We anticipate M&A activities to pick up momentum again in 2023. Our 

preferred BUYs are KLK and TAH.  

In retrospect. Deteriorated South American crop prospects in 1Q22 due to La Nina, 

spike in crude oil prices due to geopolitical tensions, disrupted sunflower oil 

exports from the Black Sea region due to the Russia-Ukraine war, shortage of 

harvesters in Malaysia, and Indonesia’s restriction on the exportation of palm oil 

(including a short period of export ban) lifted CPO spot price to its historic peak of 

~MYR8,000/t in early Mar 2022. The perfect storm eventually abated by mid-year 

as CPO price fell more than 50% from its peak as Indonesia’s palm oil inventory 

quickly build up to an estimated ~9mt (by Oil World) that eventually led to the 

government easing export restriction and taking measures to boost exports.  

However, those initiatives were partially hampered by logistic bottlenecks as well 

as seasonal recovery in output in 3Q22. In addition, the UN-brokered grain corridor 

helped ensure the resumption of some grains and oilseeds export in the Black Sea 

region since July. High commodity prices have led to some demand destruction, 

while China’s zero COVID policy slowed demand. As a result, CPO spot price hit a 

low of ~MYR3,300/t at end-Sept 22 before stabilizing at ~MYR4,000/t in Dec 2022.   

2023, a year of ample supply? Similar to the start of 2022, the market is once 

again anticipating (i) record supply of South American soybean planting and 

eventual harvest in early-2023 to bring about ample supply of global vegetable oils, 

and (ii) some palm oil production recovery. Oil World, in its latest forecast, is 

expecting global palm oil output to grow by 2.9mt to 80.2mt in Oct/Sept 2022/23F 

marketing year (2021/22F: +1.2mt) under the lead of Indonesia (+2.2mt to 47.7mt), 

followed by Malaysia (+0.3mt to 18.5mt) and the rest of world (+0.4mt to 14.0mt).  

The stock-to-usage ratio (SUR) projection for palm oil of 20.0% for 2022/23F 

(2021/22F: 20.4%) is well above the 5-year historical average of 18.7%. Meanwhile, 

the global 8 major oils’ SUR will also be high at 14.7%, slightly higher than the 5-

year average of 14.4%. As for global 7 oilseeds’ SUR, it is projected to recover to 

20.3% in Oct/Sept 2022/23F marketing year (2021/22F: 18.3%), in line with its 5-

year average of 20.2%. The forecasted data implies a more normalised supply of 

oilseeds in the coming year if weather permits.  

Uncertainties and challenges remains. But there is still much uncertainty in the 

current normalized supply forecast by the market as La Nina is still here (its 3rd 

consecutive year although the weather may turn more neutral by end-1Q23) and it 

remains unclear if Malaysia-based planters will get sufficient foreign workers in 

2023 to boost output.  

As for Indonesia, the wet weather, the relatively lower domestic CPO price in 1H22 

vis-à-vis Malaysia’s prices (see chart overleaf; suppressed by steep export taxes, 

domestic market obligation and export restrictions) and high fertilizer prices may 

have caused smallholders (who accounts for ~40% of area planted in Indonesia) to 

cut on fertilizer use in 9M22. Indonesia’s lower fertiliser import data for 9M22 (-

21% YoY) appears to support this thesis (see chart overleaf). This may, in turn, 

result in lower-than-expected yield in 2023. And while planters have intentionally 

slowed down on their replanting programme to take advantage of high CPO prices 
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the past 2 years, the deferment is not in perpetuity as trees get older and yields 

drop. Hence, replanting activities may accelerate for the industry in 2023 which 

may result in smaller-than-expected output growth.  

Cost uncertainties in 2023. Although global fertilizer prices have eased somewhat 

since 1H22, we expect fertilizer cost pressures to be apparent in 1H23 (more so if 

CPO yields fail to pick up). Some planters have managed to keep their 9M22 unit 

cost below market expectations owing to (i) missed manuring activities due to 

heavy rainfall that even led to flooding in some areas, and some planters (ii) 

utilized brought forward fertilizers from 2021 that was locked-in earlier at lower 

prices.  

In the unlikely event that CPO prices drop below MYR3,000/t in 2023, we anticipate 

planters to cut their 2023’s fertilizer application sharply in order to rein on their 

costs. On the flip side, there will be huge savings in the form of lower direct taxes 

(ie. windfall taxes, and Sabah and Sarawak state taxes owing to lower CPO ASP 

forecasts for 2023) and to a lesser extent, absence of the one-off Cukai Makmur 

(ie. prosperity tax for those affected in 2022) to provide some cost pressure relief.     

2023 price outlook. Similar to 2022, CPO price trend will likely be a year of two 

halves in 2023 but with much lesser volatility and intensity. CPO price is likely to 

start off well in 1Q23 at around MYR4,000/t due to the low yielding cycle and the 

present heavy rainfall may disrupt operations in selected areas. CPO price is likely 

to stay supported until South America’s (SA) soybean harvests enter the market 

towards Mar-Apr 2023 period. A weaker-than-expected SA harvest may bring price 

support in 2Q23. Conversely, a strong SA harvest may just escalate the correction 

in CPO price by mid-year as palm oil is anticipated to enter its seasonal peak output 

in 2H23.  

We are keeping our CPO ASP forecast of MYR3,400/t for 2023E (2022E: 

~MYR5,000/t) premised on (a) good SA soybean harvest, and (b) cost of production 

to remain under control assuming fertilizer prices continue to ease. The realization 

of a higher biodiesel mandate of B35 (from B30) as mooted by the Indonesian 

government recently, weaker-than-expected SA soybean harvest, and stubbornly 

high fertilizer prices are potential trigger points for upgrade to our CPO ASP 

forecast. The downside to CPO price is presently buffered by above-average CPO 

price discounts to competing vegetable prices (see chart overleaf). 

Sector picks. The KL Plantation Index has broadly mirrored the sharp correction in 

CPO price in 2H22 (see overleaf). Positively, the financial positions of planters have 

improved sharply following good CPO prices over the past two years. This will allow 

planters to comfortably raise their dividend payouts if investment opportunity 

remains lacking. Within our coverage, TAH, SOP and TSH are expected to be in net 

cash position in 2023. In 2023, we believe M&A activities will likely pick up 

momentum again. We maintain our NEUTRAL sector call. Our preferred BUYs are 

KLK and TAH. 

Plantations sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

 Sime Darby Plantation  Hold 29,392 4.25  4.38  12.3  13.0  17.1  1.8  10.2  3.5  18.5  

 IOI Corp  Hold 23,218 3.74  4.21  15.6  14.7  16.9  2.0  11.7  3.6  3.7  

 KL Kepong  Buy 22,641 21.00  23.90  12.1  11.2  15.2  1.5  9.9  3.9  0.4  

 Genting Plantations  Hold 5,356 5.97  6.40  12.3  10.5  14.9  1.0  6.5  4.0  (8.4) 

 Sarawak Oil Palms  Hold 2,350 2.64  2.70  4.5  4.5  7.8  0.7  8.5  3.8  16.9  

 Ta Ann Hldgs  Buy 1,753 3.98  4.06  6.1  5.2  8.8  1.0  10.8  6.8  28.6  

 Boustead Plantations  Buy 1,389 0.62  0.84  5.7  6.5  11.7  0.5  4.0  5.2  11.9  

 TSH Resources  Hold 1,380 1.00  1.01  7.9  7.0  10.9  0.8  6.1  2.8  1.4  

 TH Plantations  Hold 420 0.48  0.55  5.7  5.7  9.3  0.6  6.0  0.0  (18.5) 

Simple Average         9.1  8.7  12.5  1.1  8.2  3.7   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Analyst: Ong Chee Ting, CA 

ct.ong@maybank-ib.com 
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Risks. The present risk to our 2023 CPO ASP forecast is on the upside if (i) palm oil 

output fails to live up to expectation of a good recovery, (ii) weather anomalies 

result in lower-than-expected palm oil and other vegetable oils output growth, (iii) 

crude oil prices stage a rebound rally to above USD100/bbl, (iv) the Russia-Ukraine 

war extending beyond the next 6 months, and (v) fertilizer prices remain high, 

pressuring cost of production.  

Other key risks to the sector and companies are: (i) negative policies imposed by 

importing countries; (ii) unfriendly government policies at producing countries; (iii) 

further global vegetable oils demand destruction due to heightened risk of a global 

recession; (iv) weaker competing oil prices (especially soybean oil, rapeseed oil, 

and sunflower oil); and (v) a potential review of the present windfall profit levy, 

and Sabah and Sarawak sales taxes by the Malaysian government cognisant of rising 

cost pressures.   

 
Stock-to-usage ratio (SUR) of selected 8 major oils    SUR of 7 Global Oilseeds & Soybean 

 

 

 

Source: Oil World   Source: Oil World  

 
CPO prices on Bursa Malaysia Derivatives, and KPB Nusantara 

domestic price in Indonesia (IDR/kg, & MYR/t equivalent) 

 Indonesia’s fertilizer imports (as a proxy to potential oil 

palm usage)   

 

 

 

Source: Bloomberg, GAPKI  Source: CEIC 

 
Palm oil, US soybean oil, and Brent oil prices   KL Plantation Index vs CPO spot price   

 

 

 

Source: Bloomberg  Source: Bloomberg 
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PROPERTY DEVELOPERS: To stay in neutral 

gear 

NEUTRAL (maintained) 

 
 

 External factors could continue to weigh on property stocks. Uncertainties 

abound due to tightening monetary policy, supply chain disruptions and 

labour shortage issues.  

 Trading opportunities could come from the revival of mega infrastructure 

projects under the new government. 

 Sector recovery is not broad-based. We prefer lowly-geared township 

developers. Our BUYs: ECW, SDPR and TILB. 

In retrospect. Developers reported mixed sales results in 9M22 where 50% of the 

local developers under our coverage reported slower-than-expected sales during 

the period. While the government surprised the market by increasing the stamp 

duty exemption by +25ppts, to 75% (from 50%) for properties priced between 

MYR500k/unit to MYR1m/unit, we see muted impact on property sales as compared 

to previous Home Ownership Campaigns in 2019 and June 2020-2021 due to higher 

interest rate of 2.5% (vs. 2019-2021’s 1.75% [historical low]) that has negatively 

impacted house buyers’ affordability. Elsewhere, developers are turning more 

positive on the industrial property segment given rising e-commerce activities, 

investment diversion from China on escalating US-China tensions and limited supply 

of industrial properties. YTD, the KL Property Index (KLPI) has underperformed the 

broader market by 0.3% (KLPI’s -6.1% vs KLCI’s -5.8% @ 10 Dec 22).  

Outlook/Thematic. We expect external factors such as higher interest rates (MIBG 

expects another +25bps hike in OPR in Jan 2023), supply chain disruptions and 

labour shortage issues to continue to weigh on property stocks. This is on top on 

the existing oversupply issues faced by the country. Already, a few developers have 

planned to slow down their new launches in 2023 given labour supply constraints 

in the construction delivery resulting in higher costs and earnings risks. Having said 

that, potential trading opportunities could come from the revival of large-scale 

infrastructure projects under the new government e.g. KL-Singapore high speed 

rail (HSR) (and even the Bandar Malaysia project). This could provide some trading 

opportunities on listed land owners along the HSR track such as SDPR MK (land at 

Pagoh and Labu) and UEMS MK (land at Iskandar Malaysia). Ekovest (EKO MK; CP: 

MYR0.36; Not rated), which is 31% owned by Tan Sri Lim Kang Hoo could also be 

under the spotlight for the latter’s involvement in the Bandar Malaysia project. 

Maintain NEUTRAL. These sales/margins-suppressing headwinds (labour and raw 

material shortages, interest rate hikes) will likely linger into 2023. We remain 

defensive in our stock picking. We maintain BUYs on ECW, SDPR and TILB; HOLDs 

on SPSB, SWB and UEMS; and SELL on ECWI. We like ECW, SDPR and TILB for their 

decent balance sheet and strong exposures to the landed residential and/or 

industrial property segments.  

Upside / downside risks. i) Stronger-than-expected property sales driven by better 

economic outlook, ii) policy risks, iii) easing of lending measures by the banks, iv) 

political risk, v) higher-than-expected Liquidated Ascertained Damages (LAD) 

compensation following latest ruling by the Federal Court and vi) rising building 

material costs and labour issues.  
  

Analyst: Wong Wei Sum  

(weisum@maybank-ib.com) 

mailto:samuel.y@maybank-ib.com
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Property sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Sunway Bhd Hold 8,214 1.68  1.63  27.1 19.1  16.2  0.8  4.8  1.9  (0.2) 

SP Setia Bhd Buy 3,196 0.47  0.58  23.5  10.7  7.8  0.3  4.3  6.4  (19.1) 

Sime Darby Property Hold 2,771 0.68  0.72  9.3  10.0  6.4  0.2  3.0  3.1  (47.0) 

Eco World Development Buy 1,914 0.65  0.81  8.4  8.3  6.8  0.4  5.6  6.2  (17.6) 

UEM Sunrise Hold 1,366 0.27  0.23  n.a. 15.9  13.5  0.2  1.5  1.5  (15.6) 

Eco World International Sell 924 0.39  0.31  14.2  n.a. n.a. 0.3  (1.3) 0.0  (11.5) 

Tambun Indah Land Buy 345 0.79  0.86  5.3  5.5  5.6  0.4  7.8  7.1  15.6  

Simple Average         14.6 11.6 9.4 0.4 3.7 3.7  
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

 
KL Property index underperformed KLCI YTD (KLPI: -9.8% 
versus KLCI: -8.3%) 

 2Q22 residential property transactions (in value/unit) were 
+52%/+47% YoY, -1.4%/+33% QoQ 

 

 

 

Source: Bloomberg, Maybank IBG Research (chart)  Source: NAPIC, CEIC, Maybank IBG Research (chart) 

 

Malaysia: House price index (HPI) increased by +1.1% YoY, -

0.2% QoQ in 3Q22  

 Unsold residential properties declined by -4.6% YoY, -7% 

QoQ in 2Q22 

 

 

 

Source: NAPIC, CEIC, Maybank IBG Research (chart)  Source: NAPIC, CEIC, Maybank IBG Research (chart) 
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PORTS AND SHIPPING: Down but not out 

NEUTRAL (maintained) 

 
 

 Shipping freight rates have plummeted to close to pre-pandemic levels. 

However, we see bright spots for intra-Asia container volume demand, 

supported by the +30% growth in intra-ASEAN trade in 2022. 

 Crude tanker shipping rates are expected to be robust as demand will 

continue to outpace tanker supply in the market. 

 We prefer MISC over Westports as a better dividend yield stock. 

In retrospect. Freightos Baltic Index (an index for container shipping freight rates) 

have plummeted to a level much nearer to its pre-pandemic level, compared to its 

pandemic peak in Sep 2021. Goods consumption have eased after recovering post 

pandemic amid rising interest rates, an inflationary environment and inventories 

correction. Having said that, we have seen bright spots in intra-Asia container 

volume demand, supported by the intra-ASEAN trade, which is growing at over 30% 

in 2022, partially cushioning the slump in exports to the West and China. 

Outlook for Westports. Amid expectations of a mild global recession in 2023, we 

are cautiously optimistic that the contraction in global container shipping volume 

may not be severe. In addition, the gradual reopening of China should spur global 

consumption, while supply chain diversification by the MNCs could further support 

intra-Asia container demand. On that note, we opine that container volume at 

Westports should at least sustain; we are pencilling in a small 2% growth in 

container volume at Westports in 2023, vs. the company’s guidance of +0-5%. 

We are neutral on Westports as it awaits the long-delayed approval to expand its 

port capacity – under ‘Westports 2.0’ – in return for a new concession agreement. 

The expansion, which will double its container handling capacity to 28m TEUs, is 

critical for the port’s longer term growth as it approaches the bottleneck of 85% 

utilisation rate (currently c.76%) - beyond that, the port’s productivity and 

efficiency will be compromised. At 2% CAGR in container throughput, the port 

would reach its 85% utilisation rate in 5 years, and just above 2 years at 5% CAGR. 

Outlook for MISC’s energy shipping segment. We believe MISC’s Gas Assets & 

Solutions (GAS) segment will deliver stable earnings despite global uncertainties 

leading to volatility in demand-supply. This is thanks to its relatively safe business 

model with almost 100% of its vessels under long-term charter. Meanwhile, its 

crude tanker segment could see improve performance on tanker rate recovery, 

driven by the global crude oil demand growth and longer tonne-miles demand due 

to the change in crude oil trade pattern arising from the Russian-Ukraine conflict. 

According to Clarksons Research, crude tanker demand is expected to exceed 

supply as the old tanker fleet phases out, with demand for crude tanker expected 

to reach 6.0% YoY growth vs. only 2.1% YoY growth in the crude tanker fleet. 

Sector pick. We have HOLDs on both MISC and Westports. We however prefer MISC 

over Westports as a better dividend yield stock amid increasingly challenging 

economics outlook. Despite Westports’ good track record of dividend payout, we 

expect fund raising activities for the Westports 2.0 expansion plan, which could 

impede total shareholders’ return.  

Risks. (i) Substantial slowdown in the global economy may lead to contraction in 

container throughput handling at Westports and lower crude tanker demand for 

MISC; (ii) Rising costs (such as labour and fuel costs, interest expense, etc.) could 

compress margins; (iii) Abrupt changes to ocean trade routes, unfavourable 

outcome on Westports 2.0 concession agreement may also dampen Westports’ 

future earnings growth.  

Analyst: Loh Yan Jin 

lohyanjin.loh@maybank-ib.com 
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Ports and shipping sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

MISC Hold 32,139 7.20  6.95  17.0  19.6  18.0  0.9  5.2  4.6  6.9  

Westports Hold 12,105 3.55  3.20  16.4  19.1  15.6  3.5  22.3  4.8  (8.5) 

Simple Average         16.7  19.3  16.8  2.2  13.8  4.7   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Freightos Baltic Index  Container Volume by Trade Lane (m TEUs) 

 

 

 

Source: Bloomberg, Freightos  Source: Bloomberg, World Liner Data Limited/Container Trade Statistics Limited 

 

Global Container Volume (m TEUs)  Global Container Volume Growth (% YoY) 

 

 

 

Source: Bloomberg, World Liner Data Limited/Container Trade Statistics Limited  Source: Bloomberg, World Liner Data Limited/Container Trade Statistics Limited 
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REITs: Normalised year 

NEUTRAL (unchanged) 

 
 

 While selected M-REITs’ DPU should remain resilient due to their LT leases 

or prime assets, we anticipate organic growth (via rental reversions) for 

the retail and office segments to be subdued due to rising occupancy risks 

from the oversupply of retail malls and offices. Our sector’s CY23/24E net 

DPU yield is 6.5%/7.0% respectively. 

 Our Top BUY is AXIS REIT; our other BUYs are Pavilion REIT, Sentral REIT 

and YTLREIT.  

In retrospect. 2022 was a recovery year for M-REITs, especially for those with high 

exposure to retail and hotel assets, due to the re-opening of the economy that led 

to lower rental support to tenants, increased footfall at the shopping malls and 

improved tourism activities. Earnings, however, were partly dragged by the higher 

interest rates in the 2H22 due to multiple hikes in OPR, which translated into higher 

financing costs for floating-rate borrowings. 

Outlook/Thematic. We remain Neutral on the sector going into 2023. We continue 

to like prime retail malls which are in prominent location which, in turn, would 

drive high shopper traffic and consequently, high tenant demand for the malls’ 

retail space. We also prefer office assets with long-term tenants which therefore 

entail lower occupancy risks. On the contrary, we are cautious on neighbourhood 

malls and multi-tenanted offices in the Klang Valley which would be at higher risk 

of being negatively impacted by the oversupply of retail and office space. 

Additionally, the acquisition of yield-accretive assets could help support growth.  

Meanwhile, we anticipate that 2023’s growth will be largely organic but would 

remain challenging due to the oversupply of shopping malls and office towers in 

the Klang Valley. This would increase occupancy risks and exert greater pressure 

on rental adjustments. We expect low single-digit positive rental reversion across 

most Klang Valley mall and office properties. Properties with triple net leases and 

master leases would remain defensive (e.g. office and hospitality assets) backed 

by their long-term lease structures with rental step-ups. 

Back in acquisition mode. M-REITs are back in acquisition mode in 4Q22 with 

several acquisitions involving shopping malls and industrial properties. Pavilion 

REIT and CapitaLand Malaysia Trust have proposed to acquire Pavilion Bukit Jalil 

and Queensbay Mall at purchase prices of MYR2.2bn and MYR990.5m, respectively, 

to be funded via placement of new REIT units and borrowings. Current gearing level 

for our coverage mostly stands between 0.13x – 0.42x, providing debt headroom 

for new acquisitions (based on a borrowing limit of 50%). Meanwhile the recent 

proposed placement by Axis REIT will provide sufficient financial headroom to 

make future acquisitions and/or develop new properties.  

Higher interest rate environment. Most M-REITs under our coverage are still 

mainly funded by floating rate loans. As at 3Q22, the sector had an exposure to 

floating rate debt of 51% (MYR8,009m out of total debt of MYR15,570m) while the 

MREIT’s average interest costs in CY22 had ranged between 2.8% to 4.3%. MIBG 

Research is anticipating another +25bps hike in the OPR in 1Q23, to 3%, which 

translates into higher financing costs for selected borrowings. Nevertheless, we 

expect the overall interest cost risk to be partially offset by improvement to 

portfolio income flows. 

Higher yields and improving spread. The sector currently offers CY23/CY24E net 

DPU yields of 6.5%/7.0%, primarily led by YTLREIT at 8.6%/10.4% and Al-Salam REIT 

at 7.9%/8.0%. Meanwhile, the sector’s trailing net yield spread (against the 10-year 

MGS yield) is at the trailing 12-months average of 208bps. Our Fixed Income 

Research Team expect 10y MGS yield to fall toward 3.75% by 1H23. This translates 

into CY23 net yield spread of 279bps. 
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Sector top BUY - Axis. Axis remains our Top Pick for the sector, supported by 

resilient rental income from its portfolio of industrial properties with long-term 

leases.  

Other sector BUYs. We also have BUY ratings for Pavilion REIT and Sentral REIT, 

where earnings are supported by stable occupancies at most of their assets. We 

also have a BUY on YTLREIT mainly attributed to the repayment of rental variation 

adjustments for its master leases (for its Malaysian and Japanese properties), with 

CY23E net DPU yield at an attractive c.8.6%. 

Risks. We remain cautious on the oversupply of retail and office space in the Klang 

Valley which could exert pressure on occupancy rates and/or positive rental 

reversions. These, in turn, would increase the downside risk to DPUs. Elsewhere, 

OPR hike(s) would lower M-REITs’ profitability (higher finance cost) and deter 

acquisitions (more expensive to fund acquisitions via borrowings). Another earnings 

risk would be if the economic impact from COVID-19 returns. 

REITs sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

KLCCP Stapled Group Hold 12,078 6.69  6.72  19.6  17.7  16.0  0.9  5.4  5.4  7.9  

IGB REIT Hold 5,954 1.66  1.60  29.6  17.5  16.1  1.5  9.6  5.7  6.8  

Sunway REIT Hold 5,000 1.46  1.46  31.3  15.5  15.1  1.0  6.5  6.0  8.7  

Pavilion REIT Buy 3,759 1.23  1.36  30.0  15.4  17.1  1.0  5.5  5.6  3.5  

Axis REIT Buy 2,970 1.81  2.12  20.3  17.4  16.2  1.2  7.2  5.5  (2.7) 

YTL Hospitality REIT Buy 1,517 0.89  0.96  11.4  10.8  10.5  0.5  5.2  9.4  1.0  

CapitaLand Malaysia Trust Hold 1,181 0.54  0.55  29.7  13.0  10.5  0.5  4.7  6.9  (2.0) 

Sentral REIT Buy 949 0.89  0.97  11.5  13.0  12.5  0.7  5.7  6.9  5.9  

Al-Salam REIT Hold 212 0.37  0.35  14.6  14.0  10.7  0.4  3.3  7.7  (21.2) 

Simple Average         22.0  14.9  13.8  0.9  5.9  6.6   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Average M-REIT net yield vs. 10-year MGS yield  Net yield spread (M-REIT net yield vs. 10-year MGS yield)  

 

 

 

Source: Bloomberg, Maybank IBG Research  Source: Bloomberg, Maybank IBG Research 

 

Retail space occupancy in shopping complexes  Office space occupancy in purpose built offices 

 

 

 

Source: National Property Information Centre (NAPIC)  Source: National Property Information Centre (NAPIC) 
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RENEWABLE ENERGY: Supported by LSS4 

POSITIVE (unchanged) 

 
 

 We project 2023 net profit to be stronger YoY mainly due to strong 

orderbook for LSS4. 

 Solar module pricing is expected to ease in 2023 with rising global 

polysilicon production capacity. 

 We have BUYs on both Cypark and Solarvest with Cypark offering the 

greatest upside.  

In retrospect. 2022 saw an improvement in EPCC works as movement restrictions 

were eased and solar installations for LSS4 started. Earnings, however, were 

weighed down by higher material (i.e. solar panel) costs, that impacted EPCC 

margins.    

Extended PPA for LSS4 projects. The Energy Commission (EC) had, in Aug 2022, 

announced the extension of the power purchase agreements (PPAs) period for LSS4 

from 21 years to 25 years. This consideration was made following the jump in solar 

panel prices compared to when the submission of bids was first made in 2020. This 

provides a cushion for the internal rate of return (IRR) for the LSS4 projects. With 

the extension, the scheduled commercial operation date (SCOD) for LSS4 projects 

is also extended to 31 Dec 2023, while the EPCC contract values remain intact.  

600MW corporate solar PPA quota. The Ministry of Energy and Natural Resources 

had, in Nov 2022, released 600MW of solar quota under the Corporate Green Power 

Programme (CGPP), through the virtual power purchase agreement (VPPA) 

mechanism. This, in turn, incentivises solar energy players to build up renewable 

energy (RE) assets with a view to selling RE to corporate clients based on mutually 

agreed pricing; it also provides new business opportunities and demand to the solar 

players. This CGPP introduction is in addition to existing mechanisms i.e. net 

energy metering (NEM) and self-consumption, which involve solar rooftop 

installation on existing properties by corporations to supplement their own 

electricity usage. 

Stabilising prices of solar-related materials. Solar module pricing is expected to 

ease in 2023 with rising global polysilicon production capacity. The Clean Energy 

Associates (CEA) anticipates polysilicon production to soar to 536GW by end-2023 

(end-2022: 295GW), assuming all projects in the pipeline is developed as planned. 

We expect this would ease related cost pressures as procurement disruptions 

lessen.      

Strong orderbook provides earnings visibility. Into 2023, we expect earnings of 

stocks under our research coverage to improve further mainly from their strong 

EPCC unbilled orderbook (OB). Solarvest has an unbilled OB of MYR662m (as at end-

Sept 2022), which provides earnings visibility until FY24. We understand that at 

least 40% of its LSS4 contracts will be delivered in FY23, with the remaining to be 

recognised in the following year.  

Our ratings. We have BUYs on both Cypark and Solarvest. Their 2022-YTD share 

price performance was hampered by weaker earnings performance and concerns 

on rising solar-related material prices. Cypark now trades at only 4x CY23E (-2SD 

of 5-year mean), and offers the highest upside to our TP. Its waste-to-energy (WTE) 

plant is expected to COD by end-2022.  

Risks. (i) Return of COVID-19 disruptions would impact solar installation progress; 

(ii) Delays in commencement of solar and WTE plants could affect the timing of 

earnings and cash flow recognitions; (iii) Rising material cost and labour shortages 

could affect the solar projects’ margins.  

Analyst: Nur Farah Syifaa’ 

nurfarahsyifaa.mohamadfuad@maybank-ib.com 
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Renewable energy sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Solarvest Holdings Buy 551 0.83  0.93  61.1  31.1  22.6  2.7  12.2  1.2  (33.5) 

Cypark Resources Buy 224 0.38  1.01  3.8  4.1  3.6  0.2  5.8  0.0  (58.2) 

Simple Average         32.5  17.6  13.1  1.4  9.0  0.6   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Fig 1: NEM 3.0 quota (2021-2023)  Fig 2: RE capacity (MW) for Peninsular Malaysia 

NEM 3.0 categories Quota 

allocation 

(MW) 

Quota 

applied 

(MW) 

Quota 

balance* 

(MW) 

NEM Rakyat 100 59.7 40.3 

NEM GoMEn (Gov 

Ministries & Entities) 

100 30.0 70.0 

NOVA (C&I) 600 446.9 153.1 

Total 800 536.6 263.4 
 

 

 

Source: SEDA Malaysia  *To-date  Source: Energy Commission (Generation Development Plan 2020) 

 

Fig 3: Cypark – 12M forward PER at 12x  Fig 4: Solarvest – 12M forward PER at 36x  

 

 

 
Source: Company, Maybank IBG Research  Source: Company, Maybank IBG Research  
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TECHNOLOGY (EMS): Bargain hunting 

opportunities emerge  
POSITIVE (upgraded) 

 
 

 Robust E&E manufacturing FDI growth should create opportunities for EMS 

players locally, cushioning the headwinds from end consumer demand 

slowdown as global recession fears grow. 

 Bargain-hunting opportunities have emerged on a backdrop of strong 

earnings growth outlook. 

 We upgrade the sector to POSITIVE, with BUYs on both VSI and ATech.  

In retrospect. The rise in demand for EMS services have spurred capacity expansion 

across the industry since the start of the pandemic. However, production growth 

was hindered by labour and raw material shortages during the pandemic. These 

have resulted in a weak 9MFY22 (FYE Jul) for VSI as the company’s core net profit 

(CNP) contracted by 22% YoY. Similarly, ATech has seen its 1QFY23 (FYE Jan) CNP 

at only 38% of our full year forecasts.  

Things however started to improve following the reopening of international borders 

mainly in 2Q22, giving more visibility in earnings growth as the companies reap the 

fruits from their earlier expansion. VSI’s 4QFY22 CNP surged 55% QoQ, whereas 

ATech’s 2QFY23 CNP soared by 32% QoQ. We believe the strong improvement in 

earnings are here to stay as companies ramp up on their production.  

Bargain-hunting opportunities emerge. Consolidation among the local contract 

manufacturers for consumer household electronic products (ie. VSI, SKP) following 

the drop out of one of their peers, ATA; customers’ acquisitions via vertical 

integration; and trade diversions (ie. ATech, PIE, Kobay, EG Industries) are 

expected to support EMS companies’ growth despite weakening consumer 

sentiment. We expect EMS companies’ earnings under our coverage to rebound 

strongly by double-digits in 2023. 

Hence, we believe values have emerged, coupled with macro uncertainties which 

are showing signs of stabilising, ie. decelerating interest rate hikes, and 

expectation of a mild recession (as opposed to a hard landing) for the developed 

countries. These are positive to EMS companies locally as the western countries are 

one of the main sources of consumption for their locally assembled products. 

On that note, we upgrade our EMS sector outlook to POSITIVE (from NEUTRAL). 

In addition to the more accommodating macro outlook, the other supporting 

factors are the labour shortage issue having eased, coupled with robust E&E 

(electrical & electronics) manufacturing FDIs as a result of MNCs’ reconfiguration 

of their manufacturing supply chains to ASEAN from China. This creates ample of 

opportunities for EMS companies locally to grow inorganically via wallet shares 

gain/new customers acquisition.  

Key sector developments in 2022, which we expect to continue into 1H23:  

(i) Inventory level for the EMS companies have been increasing since the labour 

shortage crisis and supply chain disruptions hit in 2022. As the situation started 

to improve towards 2H22 following the reopening of borders, companies are 

expected to shift their focus from addressing operational disruptions to 

destocking, which is crucial in helping to improve cash flows and working 

capital efficiencies (hence savings on interests costs on a “higher-for-longer” 

scenario). 
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(ii) Equity fundraising activities (particularly through ACE market listing) have 

been robust in 2022 despite weak market sentiment as growth companies look 

for debt alternatives capital funding for their expansion and elevated working 

capital (without having to sacrifice on their bottom lines). This has led to more 

listing of quality growth companies at undemanding valuation. We believe the 

trend will continue into 1H23, with pipeline listing of a few EMS companies in 

early 2023, namely NationGate and Cape EMS.  

(iii) EMS companies have seeked to expand their margins and improve services 

via vertical integration / expanding their capabilities through investments, 

M&As, and business collaborations with the MNCs in order tap into their global 

customer base as competition intensifies. In 2022, this included Kobay’s 

MYR20m investment in its subsidiary, Innospec, to provide surface mount 

technology (SMT) services to complete its full range of engineering services; 

KPS (an EMS company with expertise in plastic injection moulding) acquiring 

MDS Advance to increase its capability in metal machining knowhow; LTKM’s 

corporate revamp to become an EMS provider via a reverse takeover deal; 

NationGate (to be listed on the ACE market on 12 Jan 2023) has recently 

completed a business collaboration with GoldTek (a subsidiary of Hon Hai) to 

further expand its EMS business and tap into the latter’s global customer base. 

We are positive on these developments as we believe they are important for 

the local EMS companies to stay competitive vs. their peers domestically and 

regionally, without having to sacrifice on profitability.  

Sector BUY. We have BUYs for both EMS companies under our coverage – VSI and 

ATech. We prefer companies that have exposure/capability in assembling industrial 

electronic products (ie. ATech), as demand is expected to be more resilience during 

an economic slowdown. ATech’s continuous expansion effort, new customers 

acquisition and diversification, growing exposure into higher value added 

multicomponent integrated circuits (MCICs) and its consignment basis business 

model for certain customers pave well for the group’s growth strategies even under 

an increasingly challenging operating environment. 

Key risks and potential upside. Risks identified for the sector include (i) weaker-

than-expected demand on weakening economics outlook; (ii) lower-than-expected 

costs pass through (as the mechanism depends on the company’s negotiation with 

its clients); (iii) persistent/recurrent operational disruptions from labour 

issues/supply chain disruptions; (iv) market share loss to regional peers. 

 

EMS sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

V.S. Industry Buy 3,588 0.94  1.15  14.6  16.3  13.1  1.5  12.5  3.4  (30.4) 

Aurelius Tech Buy 691 1.93  2.07  29.7  21.5  14.1  0.7  17.9  1.4  (17.3) 

Simple Average         22.1  18.9  13.6  1.1  15.2  2.4   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
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TECHNOLOGY (Hardware): Resilient in the 

face of adversity 
POSITIVE (unchanged) 

 
 

 Despite depressed valuations, the financial performance of key tech 

hardware players under our coverage have been largely uncompromised by 

the challenging operating environment in 2022.   

 Supply chain woes that plagued the industry throughout the year appear to 

be easing but inflation-driven demand destruction poses a key risk in 1H23; 

however, the sector is expected to resume its upward trajectory in 2H23 

on account of secular growth trends.     

 Key BUYs on Inari, ViTrox, Frontken and Greatech. HOLD rating maintained 

for Globetronics.      

2022 in retrospect – mismatch between fundamentals and valuation. Share price 

underperformance of Bursa-listed technology companies continued through much 

of 2022, primarily due to the suppressive effect of US Fed-led aggressive rate hikes. 

Fundamentally and operationally however, the Malaysian tech sector remained 

relatively resilient and insulated from Russo-Ukrainian geopolitical tensons, 

despite sporadic bouts of supply chain challenges affecting some key players. The 

sector bellwether, Inari Amertron’s CY22 results have thus far been broadly within 

expectations in spite of the OSAT’s heavy reliance (c.63%) on Broadcom/Apple RF-

centric revenue streams. Frontken and ViTrox’s performance throughout 2022 have 

also been in-line with our/the street’s consensus as both successfully navigated 

their supply bottleneck and customer inventory build-up challenges respectively. 

Greatech remained a weak point throughout much of 1H22 as it grappled with a 

slew of managerial predicaments including order materialisation failure, project 

cost increases, input cost inflation and shipment delays. However, its strong 3Q22 

numbers assuaged any initial fears it may fail to deliver on its turnover guidance 

for FY22 (and prompted our rating upgrade in Nov). Overall, the sector has 

remained resilient, as evidenced by the latest MY DoS data indicating that E&E 

exports continued to see high double-digit YoY growth throughout the year 

(+35.2/49.4/39.8% YoY in Jul-Sep ‘22; +35.4% YoY in 9M22).  

Outlook – improving supply chains but weakening demand could derail near-

term growth. The worst of the local tech sector’s material/component 

procurement woes appear firmly behind it as we move into 2023 with once-strained 

global supply chains now showing tangible signs of easing (China pledging to 

abandon facets of its Zero Covid strategy/large-scale lockdowns, freight costs 

reverting to its pre-pandemic mean). However, inflation-induced demand 

destruction, driven primarily by declines in real disposal income and a 

reprioritisation of consumer discretionary spending patterns poses the most serious 

threat to the continuous growth of the local E&E sector next year. This will be 

especially prevalent in the market for consumer electronics with the IDC already 

lowering its global smartphone shipment growth forecast for 2022 to -9.1% (from -

6.5% previously) as of early-Dec, with the slowdown expected to spill over into 

1H23. Encouragingly, the smartphone market is expected to recover in the second 

half of 2023, underpinned by the onset of a device refresh cycle in emerging 

economies and attractive promotional/financing plans to offset rising costs in 

developed countries. Furthermore, semiconductor consumption by businesses on 

the back of 5G/AI/HPC application growth in sectors related to industrial, telco 

and data centres is also expected to mitigate a lethargic consumer end-demand.  

Lookouts – potential wildcards to keep an eye out for in 2023.  

(i) Global regulation – latest US DoC restrictions (announced Oct ’22) on China’s 

ambitions of producing advanced node microchips are potentially adverse for the 

sector if regulation is strictly enforced (requires cooperation from Japanese and 

Dutch authorities to be truly effective), seeing as Malaysia’s E&E industry is highly 

Acronyms 
  
AI – artificial intelligence 
ATE – automated test equipment 
CM – contract manufacturer 
DoS – Department of Statistics 
DoC – Department of Commerce 
E&E – electrical & electronics 
EV – electric vehicles 
HPC – high-performance computing 
IDC – International Data Corporation 
MY – Malaysia 
OSAT – outsourced assembly and test 
PV – photovoltaic (solar-related) 
RF – radio frequency 
SMIC - Semiconductor Manufacturing Int’l Corp. 
STR – statutory tax rate 
WSTS – World Semiconductor Trade Statistics 
YSIC - Yiwu Semiconductor International Corp. 
YTD – year-to-date 
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dependent on Chinese import/exports. ViTrox will likely be hardest hit by an abrupt 

slowdown in the Chinese ATE market as it derives c.30% of its revenue from Greater 

China;  

(ii) Local regulation – Pakatan Harapan’s election manifesto mooted a slew of 

measures to boost the competitiveness of local industry players including export 

incentives (tripe-deduction tax relief for overseas business trips promoting exports 

and grants for online advertising of locally-manufactured high-end technology 

goods in overseas markets), an extension of the special reinvestment allowance 

(RA) timeframe to 20 years (from 15 years currently), and an increase in the RA 

threshold to 80% (from 60% at present). The latter two measures could further 

lower the effective tax rate (most currently average <10% vs. STR of 24%) of key 

industry players investing in new capacity for innovative products in high-growth 

industries such as AI/EV/PV/HPC;  

(iii) M&As/capacity expansion – (a) Inari’s capital injection for its YSIC JV with 

SMIC-backed CFTC in China has commenced with the facility expected to be ready 

in late-2H23 – the initial factory is set to house 20 new production lines to 

exclusively cater for the Chinese OSAT market; (b) Greatech is set to commence 

construction of its Batu Kawan IV plant in 1Q23, which is due for completion by 

end-2023 - the new 500k sq. ft. plant is expected to increase total floor space by 

c.50%; it is also in the market for a large-scale M&A acquisition of >MYR1b (50% of 

which to be funded by an equity fundraising exercise) which it expects to complete 

next year; (c) Frontken meanwhile has completed expansion works on its Phase II 

plant in Kaohsiung (+c.40% capacity) with the new facility capable of handling 

higher-margin bleeding edge nodes of <1.4nm – customer qualification is currently 

ongoing and the plant is expected to contribute positively to its bottom-line in 

FY23E; and (iv) ViTrox’s pending Campus 3.0 completion next year is also set to 

double its existing capacity. 

Maintain POSITIVE. Sector valuations have bounced from 52w lows in recent weeks 

on the back of news flow that the US may slow its pace of monetary tightening 

coupled with positive local sentiment following the change in government. 

Notwithstanding demand-side concerns in 1H23, we opine that current valuations 

of select names make for an attractive entry point to a sector with long-term 

secular growth potential. We remain BUYers of INRI, VITRO, GREATEC and FRCB on 

solid fundamentals, sound operating leverage and strong net cash balance sheets. 

INRI is our top OSAT pick for its RF division’s sustained resilience, whilst VITRO is 

our preferred ATE for its market-leading position in the machine vision space.  

Risks. There are several risk factors for our earnings estimates, target price and 

ratings for the companies under our coverage: (i) a sharp downturn in the demand 

for consumer electronics; (ii) a stronger MYR vis-à-vis USD; (iii) minimum 

wage/foreign worker levy hikes; and (iv) prolonged economic impact from the 

Covid-19 pandemic and related lockdowns. 

Technology (hardware) sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

Inari Amertron Buy 10,041 2.69  3.62  26.1  24.5  21.6  4.0  18.8  4.6  (30.3) 

ViTrox Corp Buy 7,378 7.81  8.80  42.0  35.3  31.1  7.1  22.8  0.8  (21.2) 

Greatech Technology Buy 6,339 5.06  5.30  43.2  52.7  33.5  8.6  25.6  0.0  (24.8) 

Frontken Corp. Buy 5,063 3.22  3.55  48.8  39.3  34.3  7.9  26.9  1.5  (18.3) 

Globetronics Technology Hold 803 1.20  1.11  15.2  18.8  17.9  2.5  13.8  4.5  (25.9) 

Simple Average         35.1  34.1  27.7  6.0  21.6  2.3   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
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Bursa Malaysia Technology Index (5Y performance)  Global semiconductor billings (all product categories) 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Maybank IBG (compilation)  Source: WSTS, Maybank IBG (compilation)  

 

Inari’s quarterly gross profit/margin profile (5Y performance)  ViTrox’s book-to-build ratio (Oct ‘15 – Jun ‘22) 

 

 

 

 

 

 

 

 

 

 

 

 
 

Source: Company, Maybank IBG (compilation)  Source: Company, Maybank IBG (compilation) 
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TECHNOLOGY (Software): Digitalisation 

adoption continues  
POSITIVE (unchanged) 

 
 

 The software tech sector have benefited from the economic reopening. At 

the same time, share prices have corrected, tracking broader market 

movement. Valuations are more palatable at this juncture.   

 The payments companies should still benefit from structural shift towards 

cashless, despite potential near-term consumer spending softness arising 

from higher cost of living. 

 Our preferred BUYs are MyEG and CTOS. 

In retrospect. Earnings deliverance were relatively decent, with the sector core 

net profit growing 12% YoY in 9M22, as the economic reopening boosted business 

activities among the SMEs and consumer spending, with the latter amplified by 

boost from EPF withdrawals and festive seasons. However, share prices of the 

software companies under our coverage have underperformed the broader market 

for most of 2022, declining between 18-51%, owing to the broader macro market 

weakness. Companies such as MyEG and CTOS both swung to net debt position due 

to high investments undertaken to fund their new business avenues. 

Outlook/Thematic. We are cautiously optimistic on the sector’s near-term 

outlook. For a start, consumer spending power in 2023 could be negatively 

impacted by ongoing rising interest rates, potential removal of blanket subsidies 

and the general inflationary environment, all of which can reduce discretionary 

spending and eventually the total payment volume (TPV) growth of the payments 

companies. The latest RAM-CTOS Business Confidence Index also showed sequential 

weakness in 3Q22, citing rising cost of doing business as the main concern, which 

could negate the positive effects from the economic reopening. That said, we still 

view the resilient revenue-recurring business model of CTOS, MyEG and Ramssol as 

service providers within credit assessment and digitalisation of operations to 

cushion any potential softness. On MyEG itself, it is worth highlighting that its 

current e-govt service concessions are due for extension by May 2023. Given that 

>90% of its revenue and earnings are generated from government-related 

contracts, the extension is imperative for MyEG as contribution from other non-

government businesses are relatively negligible at this juncture.   

Maintain POSITIVE. In general, valuations have become more palatable, with PERs 

moderated to between -1SD and mean of their 3-year historical averages for the 

software companies under our coverage. We have BUYs on MyEG and CTOS, 

premised on their stable recurring business model, strong business moat and 

ongoing business diversification efforts into value-added services. On the payments 

side, we have a BUY on Revenue as the recent share price weakness may have 

adequately reflected near term challenges from potential softening of consumer 

spending. Its continuous investments to meet the ever growing stringent security 

and feature requirements could also translate to growth for both GMV and terminal 

maintenance income.    

Risks to our call. 1) Slowdown in the economy that could impede consumer and 

business spending, 2) slower recovery in international visitor arrivals which could 

delay recovery in the local economy, and 3) substantial removal of subsidies that 

may impact discretionary spending.  
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Software sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

 My E.G. Services Buy 6,694 0.90  1.37  21.4  19.6  18.4  3.3  18.1  1.7  (14.5) 

 CTOS Digital  Buy 3,234 1.40  1.94  60.9  36.8  31.8  7.4  18.0  1.7  (21.7) 

 GHL Systems  Hold 1,130 0.99  0.95  35.4  43.0  36.7  2.0  5.4  0.0  (41.6) 

 Revenue Group  Buy 348 0.73  1.05  31.7  36.5  31.7  2.0  8.0  0.0  (52.9) 

 Ramssol  Buy 103 0.42  0.50  10.2  17.5  10.8  1.7  14.9  0.0  (46.8) 

Simple Average         31.9  30.7  25.9  3.3  12.9  0.7   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Total value of Malaysia’ electronic payment transactions by 

type (MYRbn)    

 

Source: Bank Negara Malaysia 
 

 Blended MDR trend – GHL System vs Revenue Group  

 

Source: Company 
 

 

CTOS – Revenue by segment (MYRm)  

 

Source: Company 
 

 MyEG’s EBITDA trend (MYRm)  

 

Source: Company 
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Share price movement in 2022 YTD, till 9 Dec (Base=100)   

 

Source: Bloomberg 
 

 Net debt/(net cash) position of the companies (MYRm)  

 

Source: Company 
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TELECOM: Regulatory uncertainty drags on      

NEUTRAL (unchanged) 

 
 

 Uncertainty over DNB’s outlook would extend the regulatory uncertainty 

plaguing the mobile space.   

 Outlook for fixed telcos remains more optimistic, underpinned by healthy 

demand for fibre and data centres.  

 Our preferred sector pick is TM; we also have a BUY rating on Axiata.  

In retrospect. In the mobile space, cumulative Big 3 service revenue was up 1.1% 

in 9M22, and is on course for a second consecutive year of growth (after seven 

years of decline). Digi has ceded revenue share to both Maxis and Celcom. In the 

fixed space, fixed broadband adoption continues to remain healthy, spurred by 

higher premises passed (JENDELA-led) and still strong customer sign-ups. While still 

elevated, quarterly subscriber additions have unsurprisingly tapered in 2022 post 

economy reopening.  

Meanwhile, Malaysia’s 5G rollout experienced various delays throughout 2022, as 

DNB, telcos and the government took time to iron out details pertaining to 

ownership and access terms. 5 of the 6 mobile operators have signed access 

agreements with DNB (Maxis is seeking shareholders’ approval on the matter). With 

the change of government post GE15, DNB has again been placed under review, 

this time by the new Minister.  

2022 was also an active year for deals. Axiata completed the acquisition of LinkNet 

in Indonesia, and a portfolio of PLDT’s towers in Philippines. Meanwhile, TIME 

announced the significantly-accretive 70% divestment of its data centre business. 

Half the MYR2b proceeds would be returned to shareholders via a special dividend. 

Outlook / Thematic. We believe the sector will continue to be plagued by 

regulatory uncertainty at least for the initial part of 2023. A change of government 

means policies are again under review. It is unclear for now which aspect of DNB 

(the setting up of DNB, the single wholesale model, or the 5G equipment contract) 

is under review. There are also other pending issues such as 1) the ongoing review 

of access pricing for fibre broadband and 2) whether Phase 2 of JENDELA (the 

regulator-led infrastructure rollout scheduled to begin in 2023) would continue. An 

unravelling of DNB appears unlikely in our view with network rollout already in 

progress. With the government prioritizing the economy, we believe the regulator 

is unlikely to disincentivise telcos’ infrastructure investments by being punitive on 

broadband access pricing.   

While DNB’s access rates remain undisclosed, the transition from predominantly-

capex to an opex-capex mix (all else equal) would theoretically be net profit 

dilutive to telcos, given opex is not depreciated. We are thus relatively more 

optimistic on the fixed space, where fibre demand remains on a secular uptrend 

and cost management remains generally under control.  

Telecom sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

 Maxis  Hold 30,224 3.86  3.70  23.1 24.7  21.4  4.8  22.7  5.2  (16.4) 

 Axiata  Buy 26,798 2.92  4.20  20.1  18.4  15.4  1.5  9.4  5.5  (28.8) 

 Telekom  Buy 20,251 5.30  7.80  19.6  14.6  13.4  2.2  16.7  3.7  (0.9) 

 TIME dotCom  Hold 9,550 5.20  5.05  25.2  23.5  21.8  2.8  12.9  2.3  16.0  

Simple Average         22.0  20.3  18.0  2.8  15.4  4.2   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Analyst: Tan Chi Wei, CFA 

chiwei.t@maybank-ib.com 
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Sector top BUY. Our preferred sector pick remains TM. Its overall earnings outlook 

remains favourable on the back of strong fibre uptake coupled with ongoing multi-

year cost optimisation efforts. We believe the regulator is unlikely to be punitive 

on broadband access pricing. We also have a BUY rating on Axiata on valuation 

grounds. The worst of Axiata’s frontier market risk appears to have passed, with 

the respective op-cos having raised prices and rationalised costs. Management is 

embarking on its “de-layering” journey with the aim of improving growth prospects 

and uplifting valuations. 

Risks. All telcos could be affected if consumer spending comes under pressure from 

another pandemic-induced lockdown. Developments pertaining to industry 

consolidation could also have an impact on share prices. In the mobile space, the 

emergence of a serious price war remains a material risk, particularly if initiated 

by one of the Big 3. DNB is again under review, and there is also the possibility of 

adverse regulatory measures being implemented. Currency is also a risk factor for 

Axiata, with c.50% of earnings being derived from outside Malaysia. In the fixed 

space, the enterprise segment is getting increasingly competitive with 

encroachment from mobile operators. There remains a risk of retail subscribers 

potentially down-trading to cheaper plans.  

 

Service revenue YoY growth (annual cumulative)  Average monthly data usage 

 

 

 
Source: Companies  Source: Companies 

 

Fibre broadband penetration   Quarterly fibre broadband subscriber additions 

 

 

 
Source: MCMC, Companies  Source: Companies 
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UTILITY: Mixed dynamics    

NEUTRAL (unchanged) 

 
  

 ICPT concerns for Tenaga could dissipate further should the 1H23 pass-

through materialise.   

 The trade on beneficiaries of elevated fuel prices remains in play; we do 

not expect new regulatory terms to be punitive for the gas utilities.  

 We have BUY ratings on Mega First, Malakoff, Gas Malaysia and Ranhill. 

In retrospect. 2022 saw coal prices climbing further and hitting new highs. 

Tenaga’s fuel cost under-recoveries have trended above MYR6.0b in the past two 

quarters. The government ended up maintaining tariffs for 2H22 while directly 

compensating Tenaga. The elevated coal prices also resulted in coal IPPs like 

Malakoff enjoying exceptionally high fuel margins in 2022.  

With gas prices fully liberalized from 2022, Gas Malaysia has managed to raise its 

retail margin. Following the step-up in 1Q22, spreads have been climbing every 

quarter in tandem with rising gas prices. Volume has however contracted in 2022 

due to a loss of customers and softer uptake by the rubber gloves segment. 

Petronas Gas had to deal with margin pressure at its utilities segment due to an 

incomplete pass-through of higher gas costs.  

Meanwhile, YTL Power had a busy 2022, having disposed its stake in Electranet for 

c.MYR3b, and subsequently breaking ground on a number of new projects (solar 

farm and data centre). It also completed the Tuaspring acquisition, while its 

consortium with SEA was also awarded a digital bank license in Malaysia. 

Outlook / Thematic. With coal prices remaining extremely elevated, investors' 

attention would again centre on the upcoming ICPT announcement for 1H23. 

Another successful pass-through would further reinforce the integrity of the 

mechanism, thus further alleviating the associated overhang for Tenaga. 

Meanwhile, utilities benefitting from elevated commodity prices such as Gas 

Malaysia (retail profit is a function of gas price) and Malakoff (elevated fuel 

margins) are poised to report strong earnings and dividends in the near-term.  

In an environment of rising rates, companies with substantial cash piles like Mega 

First (backed by Don Sahong’s strong cashflows) and YTL Power (armed with the 

substantial disposal proceeds from Electranet) are better poised to pursue 

accretive investment opportunities (either greenfield projects or through M&A).  

Meanwhile, 2022 marks the final year of the current regulatory period (RP) for gas 

utilities, with the new RP to begin in 2023. Given the regulator’s non-punitive 

stance, we do not expect a material decline in regulated returns for either of the 

gas utilities. For Petronas Gas however, based on the stipulated sliding schedule of 

the transportation asset base, we expect Petronas Gas’ transportation tariff to 

decline materially (c.20%) in 2023. We do not rule out the possibility of a knee-jerk 

sell-down post the tariff announcement.   
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Utility sector – Peer valuation summary 

Stock Rec Mkt Cap Shr Px Tgt Px PER (x) PER (x) PER (x) PBV (x) ROE (%) DY (%) Px chg (%) 

  (MYR m) (MYR) (MYR) CY21 CY22E CY23E CY23E CY23E CY23E YTD 

 Tenaga Nasional  Hold 52,986 9.21  8.70  10.3  11.0  10.2  0.8  8.3  4.4  3.0  

 Petronas Gas  Hold 33,361 16.86  17.00  16.5  19.4  18.1  2.4  13.3  4.3  (2.3) 

 YTL Power  Hold 6,036 0.75  0.75  40.3  36.3  13.3  0.4  3.1  6.0  29.1  

 Gas Malaysia  Buy 4,276 3.33  3.80  17.2  11.0  10.7  3.3  31.1  7.5  33.8  

 Mega First Corp  Buy 3,186 3.37  4.30  9.2  8.3  8.2  1.1  12.9  2.5  (1.7) 

 Malakoff Corporation   Buy 3,250 0.67  0.75  12.8  8.4  6.0  0.6  8.6  14.1  (0.6) 

 Ranhill Utilities  Buy 567 0.44  0.60  16.9  19.1  9.2  0.7  8.5  4.5  (18.8) 

Simple Average         17.6  16.2  10.8  1.3  12.3  6.2   
 

Source: Maybank IBG Research, FactSet (as of 13 Dec) 
 

Sector top BUYs. Our preferred pick for the sector is Mega First. At <10x PER, the 

stock is undervalued. Backed by Don Sahong’s strong cashflows, Mega First has the 

means to pursue new growth opportunities and/or increase cash distribution to 

shareholders. We also have a Buy on Malakoff. FY22 is shaping up to be a strong 

year for Malakoff’s earnings and thus dividends as its coal plants benefit from 

exceptionally high fuel margins. Gas Malaysia is also a BUY, with spreads likely to 

remain elevated in 4Q22 and 1Q23 on higher gas prices in our view. We do not 

expect Gas Malaysia to be worse-off in RP3 (2023-2025). Finally, our BUY thesis on 

Ranhill is premised on the timing and quantum of a water tariff hike (which the 

Ministry has approved but the State has not implemented).    

Risks. Continued elevated coal prices mean ICPT concerns for Tenaga would likely 

resurface every six months, thus dampening sentiment. Together with Petronas Gas 

and Gas Malaysia, any changes to regulatory terms would have direct earnings 

implications. YTL Power’s earnings are largely overseas-derived (with Wessex in UK 

being the main earnings contributor), and are thus vulnerable to currency 

fluctuations. For Malakoff, any major unscheduled plant outages could potentially 

lead to missed capacity payments, resulting in lower profitability. Mega First’s 

investment thesis centres on its ability to optimally recycle capital, thus any non-

accretive or non-complementary investments could adversely affect sentiment. 

Regulatory developments, such as license renewal and tariff determination, have 

a direct impact on Ranhill’s earnings. 

 

Coal prices   PowerSeraya quarterly pre-tax profit 

 

 

 

Source: Bloomberg, Company  Source: Company 
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Gas Malaysia spread  Petronas Gas transportation tariff 

 

 

 

Source: Company, Maybank IBG Research   Source: Company, Maybank IBG Research 
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APPENDIX 1: Dividend yielders 

Dividend stocks (Maybank IBG Research’s coverage: Stocks with more than 4% net yield) 

Stocks Rec Mkt Cap 
(MYR m) 

Shr px at 
09 Dec 22 

TP (RM) 2022E 

Net Yld 
(%) 

2023E 

Net Yld 
(%) 

Upside to 
TP (%) 

Potential 
total returns 

(%) 

RCE Capital Bhd Hold 1,436.3 1.96 1.75 5.8% 14.3% -10.7% 3.6% 

Malakoff Corporation Buy 3,249.8 0.67 0.75 10.1% 14.2% 12.7% 26.9% 

Gamuda Buy 10,271.1 3.93 4.40 3.2% 13.0% 12.0% 25.0% 

YTL Hospitality REIT Buy 1,499.9 0.88 0.96 3.8% 8.6% 9.1% 17.7% 

Magnum Berhad Hold 1,882.7 1.31 1.42 5.0% 8.4% 8.5% 16.9% 

Al-Salam REIT Hold 208.8 0.36 0.35 6.1% 7.9% -2.8% 5.1% 

MBM Resources Buy 1,289.9 3.30 4.60 7.3% 7.7% 39.4% 47.1% 

Sports Toto Hold 2,199.5 1.63 1.59 4.8% 7.7% -2.3% 5.3% 

Genting Malaysia Buy 14,956.1 2.64 3.03 3.4% 7.6% 14.8% 22.3% 

Gas Malaysia Buy 4,288.6 3.34 3.80 7.3% 7.5% 13.8% 21.3% 

Astro Malaysia Hold 3,650.2 0.70 0.82 7.0% 7.1% 17.1% 24.3% 

Tambun Indah Land Buy 351.4 0.80 0.86 7.2% 7.0% 7.5% 14.5% 

CapitaLand Malaysia Trust Hold 1,191.7 0.54 0.55 6.4% 6.9% 1.9% 8.8% 

Sentral REIT Buy 953.9 0.89 0.97 6.5% 6.8% 9.0% 15.8% 

Ta Ann Buy 1,770.7 4.02 4.06 11.5% 6.8% 1.0% 7.8% 

Sime Darby Property Buy 3,162.4 0.47 0.58 4.6% 6.4% 24.7% 31.2% 

Sime Darby Bhd Buy 14,926.2 2.19 2.70 5.7% 6.4% 23.3% 29.7% 

Bermaz Auto Berhad Buy 2,558.4 2.20 2.90 4.9% 6.4% 31.8% 38.2% 

YTL Power Hold 5,914.6 0.73 0.75 6.6% 6.2% 2.1% 8.2% 

RHB Bank Buy 23,827.8 5.61 7.10 5.5% 6.1% 26.6% 32.7% 

Eco World Development Buy 1,958.0 0.67 0.81 6.0% 6.0% 21.8% 27.8% 

Sunway REIT Hold 5,000.2 1.46 1.46 5.8% 6.0% 0.0% 6.0% 

IGB REIT Hold 5,882.5 1.64 1.60 5.3% 5.7% -2.4% 3.3% 

Alliance Bank Buy 5,836.4 3.77 4.50 4.9% 5.7% 19.4% 25.0% 

Pavilion REIT Buy 3,728.0 1.22 1.36 6.3% 5.7% 11.5% 17.1% 

CIMB Group Holdings Buy 60,257.8 5.65 6.80 4.6% 5.5% 20.4% 25.8% 

Axis REIT Buy 2,986.7 1.82 2.12 5.1% 5.5% 16.5% 22.0% 

KLCCP Stapled Group Hold 12,059.6 6.68 6.72 4.8% 5.4% 0.6% 6.0% 

Heineken Malaysia Buy 7,655.2 25.34 29.60 5.2% 5.3% 16.8% 22.1% 

Carlsberg Brewery Malaysia Buy 6,995.5 22.88 28.90 5.0% 5.3% 26.3% 31.6% 

Axiata Group Buy 28,357.0 3.09 4.20 4.4% 5.2% 35.8% 41.1% 

Maxis Bhd Hold 30,381.0 3.88 3.70 5.2% 5.2% -4.7% 0.5% 

Boustead Plantations Buy 1,400.0 0.63 0.84 21.0% 5.1% 34.4% 39.5% 

Pintaras Jaya Hold 350.0 2.11 2.20 4.2% 4.7% 4.3% 9.0% 

Westports Holdings Hold 12,310.1 3.61 3.20 3.9% 4.7% -11.5% -6.7% 

Globetronics Technology Hold 769.9 1.15 1.11 4.4% 4.7% -3.5% 1.2% 

Allianz Malaysia Buy 2,434.6 13.68 16.75 4.6% 4.6% 22.4% 27.0% 

MISC Bhd Hold 32,094.3 7.19 6.95 4.6% 4.6% -3.3% 1.3% 

Genting Bhd Buy 16,788.5 4.36 5.59 3.4% 4.6% 28.3% 32.9% 

Petronas Chemicals Hold 68,240.0 8.53 9.10 4.8% 4.6% 6.7% 11.3% 

Ranhill Utilities Buy 567.0 0.44 0.60 4.5% 4.5% 36.4% 40.9% 

Bursa Malaysia Hold 5,430.4 6.71 6.77 3.7% 4.4% 0.9% 5.3% 

Tenaga Nasional Hold 53,676.2 9.33 8.70 4.0% 4.4% -6.7% -2.4% 

Public Bank Hold 85,601.2 4.41 5.00 3.8% 4.3% 13.4% 17.7% 

Bank Islam Malaysia Hold 5,668.4 2.63 2.70 3.7% 4.3% 2.7% 7.0% 

Petronas Gas Hold 33,321.8 16.84 17.00 4.3% 4.3% 1.0% 5.2% 

Inari Amertron Buy 10,041.3 2.69 3.62 3.8% 4.2% 34.6% 38.8% 

Kuala Lumpur Kepong Buy 22,425.6 20.80 23.90 4.8% 4.1% 14.9% 19.0% 

AMMB Holdings Buy 13,969.1 4.22 4.95 1.3% 4.1% 17.3% 21.4% 

Genting Plantations Hold 5,410.1 6.03 6.40 5.7% 4.0% 6.1% 10.1% 
         

Source: FactSet, Maybank IBG compilation (as of 09 Dec) 
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APPENDIX 2: Foreign shareholding trend 

 

  Foreign shareholding of selected stocks under coverage (%) 

 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 Mar-22 Jun-22 Sep-22 Latest 
(2022) 

As at 
(2022) 

Autos              

Bermaz Auto 15.5 16.1 20.9 17.7 18.3 21.2 15.4 11.5 10.5  11.2  14.3  14.3  30 Sep 

Tan Chong 7.7 7.5 7.3 6.6 6.5 NA NA 11.4 NA 11.3  11.0  11.0  30 Sep 

UMW Holdings 18.8 12.6 10.9 11.1 6.5 5.3 3.2 5.3 NA 5.6  NA 6.4  31 Oct 

Sime Darby 13.9 13.7 12.6 18.8 18.6 19.2 17.4 17.9 NA 18.4  17.1  17.1  30 Sep 

              

Banking              

Malayan Banking 22.5 17.4 15.7 20.7 19.6 18.9 16.7 16.4 17.4  17.7  18.0 18.0  31 Oct 

AMMB Holdings * 32.0 26.0 25.0 24.0 24.0 25.7 20.6 16.2 16.9  17.1  18.1  18.1  30 Sep 

Alliance Bank 32.0 29.3 29.6 31.8 31.6 22.9 19.5 20.1 21.5  21.2  21.3  21.3  31 Oct 

CIMB Group # 32.7 27.0 25.8 27.5 25.8 30.2 20.9 24.7 24.7  25.1  28.2  28.2  31 Oct 

Hong Leong Bank 9.5 8.1 9.1 12.1 12.1 11.0 9.9 9.8 10.3  10.3  10.7  10.7  30 Sep 

Public Bank 31.0 31.3 35.9 38.1 37.1 32.8 27.9 25.2 26.9  27.2  27.5  27.5  31 Oct 

RHB Bank * 9.5 9.8 9.9 9.8 10.3 21.1 18.1 18.1 18.1  17.2  16.7  16.7  31 Oct 

              

Construction/Infra              

Gamuda 29.0 22.0 22.0 30.0 28.0 26.0 21.0 11.5 NA 11.9  16.0 16.0  31 Oct 

IJM Corp 40.4 29.7 28.2 27.0 23.8 21.6 13.8 12.1 12.2  12.2  12.2  12.1  31 Oct 

              

Consumer              

Nestle * NA NA NA NA NA 8.7 8.4 8.6 9.0  9.1  9.6  9.6  30 Sep 

QL Resources NA NA NA NA NA 12.0 11.0 11.0 NA 11.0  10.6  10.6  30 Sep 

              

Non-Bank Finance              

Bursa 23.5 21.6 22.6 25.1 25.6 17.3 19.3 14.5 14.9  15.1  7.8  13.8  31 Oct 

              

Gaming              

Genting Berhad 46.0 39.0 44.0 45.0 43.0 33.7 25.6 19.5 32.0  35.0  NA 35.0  30 Jun 

Genting Malaysia 39.0 39.0 40.0 40.0 31.0 26.8 19.4 15.5 15.9  17.0  17.5  17.5  30 Sep 

              

Glove Producers              

Hartalega 16.0 16.0 13.0 15.0 15.0 14.9 21.2 18.1 18.6  18.9  19.6  19.6  31 Oct 

Top Glove 31.0 43.0 32.0 32.0 34.0 34.0 35.0 35.0 35.0  36.0  32.0  32.0  31 Oct 

              

Hospitals              

KPJ NA 8.9 8.8 7.5 6.7 6.3 5.6 NA 7.4  6.6  5.8  5.3  31 Oct 

              

Media              

Media Prima 30.9 29.3 27.1 29.1 33.0 29.4 23.1 23.0 23.5  23.0  23.1 23.1  31 Oct 

              

Oil & Gas              

Dialog Group 16.0 15.0 16.0 20.0 22.0 NA 22.3 20.0 NA 21.0  25.0  25.0  30 Sep 

MMHE 1.9 2.2 2.4 2.9 2.2 3.3 NA 0.5 NA 0.4  0.3  0.3  30 Sep 

Bumi Armada 13.2 12.7 11.0 12.4 10.5 14.9 9.7 17.1 NA NA NA - - 

Yinson NA NA NA NA NA 6.0 NA 8.8 NA 7.0  7.0  7.0  30 Sep 

Sapura Energy 28.0 25.0 22.0 20.0 19.0 NA 8.1 7.7 NA NA NA - - 

Favelle Falco NA NA NA NA NA NA NA 2.6 NA 2.4  2.6  2.6  30 Sep 
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 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 Mar-22 Jun-22 Sep-22 Latest 
(2022) 

As at 
(2022) 

Petrochemicals              

Petronas Chemicals 8.5 9.0 8.0 11.0 12.0 9.5    7.3 9.4 11.9  12.2  11.4  11.2  31 Oct 

Lotte Chem Titan NA NA NA NA NA NA NA 5.0 4.7  4.8  4.8  4.8  30 Sep 

              

Plantations              

Genting Plant 7.2 7.0 8.0 8.7 8.8 8.6    8.3 5.3 6.1  6.1  6.0  6.0  30 Sep 

IOI Corporation 17.4 16.0 15.0 11.0 10.5 10.5 10.5 10.5 11.5  11.9  12.0  11.7  31 Oct 

KL Kepong 12.4 11.5 13.5 16.3 18.2 14.6 12.5 12.2 15.0  15.9  14.7  14.5  31 Oct 

Sime Plantation NA NA NA 13.9 12.2 10.4 9.3 9.0 9.5  10.7  10.7  10.7  31 Oct 

              

Property               

S P Setia 8.1 7.6 4.9 9.7 9.6 6.2 5.7 5.5 NA 5.6  6.3  6.3  31 Oct 

UEM Sunrise 13.1 9.1 8.4 7.9 7.9 7.9 6.6 5.2 5.1  5.1  4.8  4.8  31 Oct 

Sunway Berhad   8.1 7.6 7.8 9.5 8.1 7.7 5.5 5.5 5.5  5.4  5.3  5.3  31 Oct 

Ecoworld Intl. NA NA NA NA 28.1 27.8 28.0 27.0 27.0  28.0  27.0  27.0  31 Oct 

Sime Property NA NA NA 14.7 14.3 10.8 9.8 9.7 8.2  7.4  7.2  7.2  31 Oct 

              

Property- REITs              

Axis REIT 6.9 5.2 4.6 3.6 2.8 4.4 8.1 8.0 8.5  9.7  9.3  9.3  30 Sep 

Sunway REIT 19.5 12.6 13.3 9.2 8.7 11.5 7.3 7.3 7.5  8.6  8.4  8.4  30 Sep 

              

Telecom              

Digi.com * 15.6 10.1 9.9 9.1 10.8 11.5 10.6 10.2 10.8  10.8  10.6  10.6  31 Oct 

Telekom Malaysia 16.7 11.7 12.8 11.3 11.1 12.2 12.3 10.0 9.7  9.7  11.0  11.5  31 Oct 

Axiata Group 21.0 15.2 10.3 10.0 10.5 11.1 10.4 10.9 10.9  10.9  10.9  10.8  31 Oct 

Maxis * 6.7 6.2 5.7 6.4 6.9 7.8    7.2 7.5 7.5  7.5  7.1  7.0  31 Oct 

Time dotCom 7.0 6.8 6.3 7.3 6.1 7.6 9.9 8.8 8.7  8.7  9.6  10.8  31 Oct 

              

Transport              

Capital A 60.8 47.6 43.4 44.4 33.6 25.8 15.7 23.3 NA 20.5  12.8  12.8  31 Oct 

MAHB 18.9 19.0 19.0 39.3 40.0 34.8 27.1 25.3 25.5  24.4  22.2  22.2  31 Oct 

Westports 9.0 11.0 13.0 10.3 9.5 11.0 9.7 9.9 8.7  5.4  3.5  3.5  31 Oct 

MISC Bhd 7.8 10.8 8.0 9.0 8.6 12.2 9.8 8.1 8.4  8.5  8.6  8.6  31 Oct 

              

Utilities              

Tenaga Nasional 25.8 23.1 27.7 24.1 20.8 18.4 12.9 12.1 NA 12.1  12.5  12.5  31 Oct 

Petronas Gas 7.5 8.5 8.8 8.4 10.0 10.1 9.5 8.9 NA 9.2  8.9  8.9  31 Oct 

YTL Power Int'l 12.0 12.0 12.0 12.0 8.0 5.5 4.8 NA NA NA NA - - 

              

Market 24.3 22.3 22.3 23.2 23.4 22.3 20.7 20.5 20.3 20.6 20.6 20.7 30 Nov  

# CIMB: Includes transfer of 2.67% back to Khazanah Nasional from its foreign trustee banks in relation to its Exchangeable Bonds issued in Jul 2019 

* AMMB: Excludes ANZ’s 23.8% stake; 300m new shares from a private placement was listed on 14 Apr 2021 

* RHB: Excludes Aabar’s 4.23% stake  * BAT (M): Excludes BAT plc’s 50% stake   

* Nestle: Excludes Nestle S.A.’s 72.6% stake * Maxis: Excludes Saudi Telecom’s 16.2% effective stake 

* Digi: Excludes Telenor ASA’s 49% stake  

 
Note:  
Highlighted/shaded are stocks which have foreign shareholding close to, or above 20% (based on latest data available) 
There may be a one-month difference for % foreign holdings for some stocks 
 

Sources: Companies, compiled by Maybank IBG Research   
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES 
 

DISCLAIMERS 
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation 
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions 
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different 
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns 
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is  not intended to provide personal investment advice and does 
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek 
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report. 

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its 
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not  be 
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct, 
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at 
any time, without prior notice. 

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, 
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such 
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to 
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly 
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the 
occurrence of unanticipated events. 

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time 
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or 
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities 
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this 
report to the extent permitted by law.  

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any 
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this 
respect. 

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where 
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law. 
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional 
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report. 

Malaysia 
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations 
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis. 

Singapore 
This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL”) in Singapore has no obligation to update 
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this 
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL 
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law. 

Thailand 
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public 
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect. 

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either 
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an 
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated 
English version. 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and 
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the 
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside 
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does 
not confirm nor certify the accuracy of such survey result. 

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the 
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