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Market commentary: Equity market review and outlook

REVIEW

» Malaysian equity markets continued its downtrend in the month of June as Covid-19 cases remain
high despite the government imposing stricter lockdown measures. Full MCO that started on
the 1st June 2021 was extended for another 2 weeks on 28 June. Based on the National Recovery
Plan, Phasel (Full MCO) would only end if average daily cases declined below 4000 a day, ICU
bed utilization was moderate, and 10% of population have been fully vaccinated. As at 30 June
2021, Malaysia’'s 7-day average Covid cases stood at 5853, and R-Naught was at 1.05. During the
month, political uncertainty went up a notch when the King announced that the State of Emergency
would not be extended and that Parliament should reconvene as soon as possible. Foreign
investors continued to be net sellers of Malaysian equity of RM1.2b, totaling RM4.3b outflow for
2021 YTD. The KLCI declined 50.92 points in June to close at 1,532.63 points, down 3.22%.

» The FBM Small Cap index declined 3.56% for the month performing in tandem with the KLCI.
The best performing sectors were Transport (+5.7%) and Finance (+0.59%). The worst performing
sectors were Healthcare (-10.6%) and Plantation (-6.99%). Average value traded on Bursa in June
was RM3568m down by 0.3% mom.

OUTLOOK

» COVID-19 new cases in Malaysia remain stubbornly high, averaging at 5853 (7-days average) as
at end June 2021. With an R-Naught above 1, it seems difficult to envisage that cases would
decline to below 4000 by 14t July, and the FMCO may be extended further. Whilst this FMCO may
not be as restrictive as MCO 1 (March 2020), consensus expectations for 2021 GDP growth has
declined to average between 4-5%, versus the official estimates still at 6-7.5%. The longer-term
impact from the inability of containing the infections and the impact from extended lockdowns will
likely see continued displacement of people, and unemployment will likely remain at higher levels.
July should be a month which should see record levels of the Pfizer Covid vaccine supply delivered
to Malaysia. This will bode well to meeting the government’s Covid Vaccination targets in Phase 2
of the National Recovery Plan of 10% of population. Events that remain on our radar would include
the delivery of vaccines and the inoculation progress in Malaysia. The recent announcement by
UMNO President Dato Seri Zahid Hamidi for UMNO to withdraw support for the Perikatan Nasional
coalition has thrown Malaysia into political turmoil.

» We are cautious on the market given the new political developments in the midst of rising Covid
cases. However, this could present an opportunity to accumulate 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 whollyowned/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.
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