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Market commentary: Equity market review and outlook

REVIEW

Y Malaysian equity markets closed the month of December higher due to year end window dressing with
the FBMKLCI gaining 1.5% on the last trading day of the year. Concerns over the emergence of the
Omicron variant eased as the variant, whilst seemingly more infectious, resulted in milder symptoms.
However new Covid cases globally spiked post mid-December, for some exceeding previous highs
in reported daily cases, resulting in governments reintroducing restrictions on social activities, with some
governments opting to revert to only allowing essential businesses remain open. Nevertheless, levels of
vaccination have improved significantly, Malaysia has reached 78.4% of total population fully vaccinated
as at end Dec 2021, with 6.6m booster shots administered so far (almost 20% of population).

Malaysia was subject to three days of torrential rain resulting in the worst floods in central Malaysia,
not seen for 50 years. So far death toll from the floods is at 46, with an estimated 50k-70k people
displaced as a result.

Y The severe flooding disrupted factory production and will affect trade activity in December. The KLCI
gained 53.55 points in December to close at 1,567.53 points, up 3.54%. The FBM Small Cap index
declined 0.69% for the month underperforming the KLCI. The best performing sectors were Finance
(+3.5%) and Transport (+1.98%). The worst performing sectors were Healthcare (-4.76%) and
Construction (-3.25%). Average value traded on Bursa in December was RM2240m lower by 27% mom.

OUTLOOK

Y Malaysia unfortunately lacks positive catalysts to drive the market. Corporate earnings will mostly be hit
in assessment year 2022 as a result of the Cukai Makmur announced in Budget 2022, dampening
earnings growth for yet another year. Nevertheless, Malaysia’s macro outlook should be more positive
for 2022, given the high level of Covid vaccination rates amongst adults, and good trends for the
adolescent age group. Booster shot rollout has also been very commendable hitting almost 20% of
population already. Covid cases reported in Malaysia has drifted lower to between 2500-3000 a day
now, despite the discovery of the highly mutated Covid variant, Omicron. Nevertheless, data on this
variant so far indicates potentially milder symptoms by those infected, resulting in fewer hospitalization.
If this holds, it could be a variant that we move towards endemic. If Covid cases in Malaysia and globally
can be contained, reopening plays may continue to perform well. Political tensions may ease until mid-
2022 as the PH party had agreed to a “cease-fire” at least until then. However, the likelihood of 15th
General Election to be called in 2022 has risen due to the success the BN party and affiliates have had
in recent state elections.
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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. Prudential plc, incorporated
and registered in England and Wales. Registered office: 1 Angel Court, London EC2R 7AG. Registered number 1397169.
Prudential plc is a holding company, some of whose subsidiaries are authorized and regulated, as applicable, by the Hong Kong
Insurance Authority and other regulatory authorities. 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 Limited, a subsidiary of M&G plc (a
company incorporated in the United Kingdom).




