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Market commentary: Equity market review and outlook

REVIEW

»

January 2020 started with initial bouts of optimism with the phase 1 US-China trade deal having been
signed. However, the month of January was plagued by persistent bushfires in Australia, heightened
geopolitical risk after US ordered an airstrike that killed Iran’s General Qassem Soleimani, Iran’s
missiles striking a US military base in Iraq in retaliation, a passenger plane shot down in the
aftermath, volcanoes erupting in the Philippines, and the outbreak of the Wuhan novel Coronavirus
(2019-nCoV). In response to the virus outbreak, China has locked down 10 cities (70 million people),
extended the Chinese New Year holiday by 3 days and banned package travel, all in an attempt to
stem the contagion.

The KLCI declined 3.63% mom in January 2020 to close at 1531.06 points, the lowest level since
2015. The FBM Small Cap index declined 6.29% for the month underperforming the KLCI. The best
performing sector was Health care (+9.8%) and Technology (3.11%). The worst performing sectors
were Property (-7.98%) and Plantation (-7.63%). Foreign investors were net buyers of equities for the
month of January of RMO.1bn, the first net inflow in 6 months. Average value traded on Bursa in
January was RM2212m slightly lower by 2.58% mom.

OUTLOOK

The start of 2020 already marred with geo-political tensions, natural disasters, and a viral outbreak.
Uncertainty will likely continue until we see the numbers affected by the virus decline, and the
number of deaths peak. Depending on how long this novel Coronavirus outbreak continues, we
would expect some impact from muted consumption and manufacturing activities on global growth,
given the increased importance of China’s economy to global growth.

These external headwinds will weigh on the Malaysian equity market, and potentially mean that the
expected earnings recovery for Malaysia will be delayed. 2020 GDP growth for Malaysia may be
revised down as consumption will be weak in light of the virus concerns, and lower tourist revenue.
Commodity prices such as Crude Palm QOil Brent Crude oil prices have declined 10.6% and 18%
respectively YTD on reduced demand from China. Lower oil prices is generally negative for Malaysia
as we derive about 20% of revenue from oil related activities.

However, given the pre-emptive measures taken by many countries to counter this outbreak, we
expect markets to eventually recover from this. Nevertheless, we remain cautiously optimistic that as
with previous outbreaks, the spread will be contained with drugs developed to combat the contagion
together with improved hygiene practices. We remain focused on accumulating fundamentally sound
stocks on weakness.
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Disclaimer

This document is prepared for information purposes only and may not be published, circulated, reproduced or distributed in
whole or part, whether directly or indirectly, to any other person without the prior written consent of Eastspring Investments
Berhad. It should not be construed as an offer or solicitation for the subscription, purchase or sale of any securities mentioned
herein. Whilst we have taken all reasonable care to ensure that the information contained in this document is not untrue or
misleading at the time of publication, we cannot guarantee its accuracy or completeness. Any opinion or estimate contained
in this document is subject to change without notice. Investors may wish to seek advice from a professional adviser before
making a commitment to invest in units of any of our funds. Eastspring Investments Berhad and its related and affiliated
corporations together with their respective directors and officers may have or may take positions in the securities mentioned
in this document and may also perform or seek to perform other investment services for the corporations whose securities
are mentioned in this document as well as other parties. The graphs or charts are included for illustrative purposes only. Past
performance is not necessarily a guide to future performance. The predictions, projections, or forecast on the economy,
securities markets or the economic trends of the markets are not necessarily indicative of the future or likely performance of
Eastspring Investments Berhad or any funds managed by Eastspring Investments Berhad. The value and any income accruing
to the investments, if any, may fall as well as rise. An investment is subject to investment risks, including the possible loss of
the principal amount invested. Eastspring Investments companies (excluding JV companies) are ultimately wholly-
owned/indirect subsidiaries of Prudential plc of the United Kingdom. Eastspring Investments companies (including JV
companies) and Prudential plc are not affiliated in any manner with Prudential Financial, Inc., a company whose principal
place of business is in the United States of America or with the Prudential Assurance Company, a subsidiary of M&G plc, a
company incorporated in the United Kingdom.




