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Market commentary: Equity market review and outlook

REVIEW

»

Emerging markets generally had a positive month of March, on the back of a more than expected dovish
US Federal Reserve, positive news around trade talks and China’s fresh stimulus measures. The
Malaysian equity market however, was one of the worst performers in the region, with the KLCI
declining 3.75% mom in March to close at 1,642.6 points, down 64 points. The market weakness comes
after the Invest Malaysia event held on 19-20 March, and amidst the risk to earnings for banks due to a
possible rate cut, slower corporate earnings growth prospects and policy uncertainty. Foreign investors
were net sellers of equity of RM1.6b in March, bringing 1Q2019 net foreign outflow of RM1.4bn.

The FBM Small Cap index gained 1.32% for the month. The best performing sectors were Energy
(+7.1%) and Construction (+6.85%). News flow on the revival of the East Coast Rail Line has spurred
interest in the construction sector again. The worst performing sectors were Finance (-4.63%) and
Transport (-2.2%). Stocks with exposure to Turkey were sold down due to the post elections turmoil
which saw the Lira depreciating again. Average value traded on Bursa in March was RM2,995m higher
by 55% mom in March (included the crossing of IHH shares between Khazanah and Mitsui & Co.)

OUTLOOK

External headwinds seem to be getting stronger, with a lot of uncertainties likely to prevail and fuel
volatility. The US-China trade truce has been extended, and negotiations are still on-going— but still an
uncertain outcome. On a positive note, China’s Markit Services PMI rose to a 14-month high, matching
the improvement in the manufacturing PMI, lifting investor sentiment. A US-China trade deal will
apparently give China until 2025 to meet commitments on commodity purchases and allow US
companies to wholly own enterprises in China, however enforcement of the agreement will be
challenging and potentially problematic. The UK parliament narrowly passed the bill forcing the
government to request Article TEU extension, but the risk of snap elections remain high.

Domestically, it is challenging to identify positive catalysts that will drive the economy out of this
lethargy. Corporates earnings positive surprises will be few, as policy uncertainty will make companies
think twice before investing and expanding.

Nevertheless, we remain focused on companies that have strong fundamentals and a good track record
of thriving even in challenging environments.
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INDEX PERFORMANCE & MOVERS
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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.




	Source: Bloomberg
	Source: Bloomberg

