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Market commentary: Equity market review and outlook

REVIEW

»

Malaysia bucked the trend in May registering a gain for the month of 4.65%, whilst the MSCI ex-
Japan Index was down 0.56%. Malaysian equities rallied on the back of strong retail investor interest
and the strong price performance of the Malaysian glove players, given Malaysian glove players
cater to 63% of global glove demand, and is poised to benefit from this COVID-19 pandemic.

During the month, the Malaysian government announced the Conditional Movement Control Order
effective 4 May which saw relaxed movement control rules and extended the CMCO period to 9 June
2020. BNM cut the Overnight Policy Rates by 50 bps to 2% which was expected by the market.
Malaysia’s positive performance ignored external headwinds in the form of renewed US-China trade
tensions. The KLCI gained 65.46 points in May 2020 to close at 1,473.24 points. The FBM Small Cap
index gained 8.97% for the month outperforming the KLCI.

The best performing sectors were Health Care (55.4%) and Transportation (12.7%). The worst
performing sectors were Finance (0.08%) and Telecommunication and Media (3.8%). Health care
sector rallied due to the rally in the glove stocks. Average value traded on Bursa in May was
RM3517m higher by 20% mom.

OUTLOOK

»

We continue to monitor the updates regarding the COVID-19 pandemic and how economies are
coping as governments start lifting the restrictions on the lock-down. Globally, this has been further
complicated with the resurgence in US-China trade tensions, and more recently the protests in the
US. Domestically, focus continues to be on the results season which will drag into the month of June
as companies have been given additional grace period to report due to the COVID outbreak.

1Q2020 results were mostly below but the 2Q2020 results will be worse given 1Q2020 impact was
just 2 weeks from 18 March. Political uncertainty could be on the rise as there were reports that the
incumbent government with a current 2-vote majority, is at risk as the opposition coalition is looking
to garner MP support to seize back power. We remain cautious as we believe the impact on the
economy will be felt over the next few quarters, and the equity market has rallied ahead of
fundamentals. In this instance a V-shape recovery doesn’t seem likely and it is a matter of how deep
a U-shape recovery it will be. Nevertheless, we would look to accumulate fundamentally sound
stocks on weakness.
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INDEX PERFORMANCE & MOVERS
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Last Price MoM Changes
Indices 30-Apr-20 31-May-20 +/- %
FBM KLCI 1407.78 1473.24 65.46 4.65
FBM MES 4795.1 5619.81 824.71 17.20
FBM 100 9677.21 10313.21 636.00 6.57
FBM 70 11660.23 13195.2 1,534.97 13.16
FBM SCAP 11069.01 12061.84 992.83 8.97
FBM EMAS 9808.58 10463.85 655.27 6.68
FBM SHA 10890.14 12025.22 1,135.08 10.42
FBM HIJRAH 12386.4 13768.76 1,382.36 11.16
MSCI APxJ 478.93 476.26 -2.67 -0.56

Source: Bloomberg
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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.




