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Market commentary: Equity market review and outlook

Review

Malaysian equity markets rebounded in July in line with global and regional markets after investors
were hopeful that the US FOMC'’s tightening policy may have peaked. The US Federal reserve
enacted its second consecutive 75bps interest rate increase, taking its benchmark rate to a range of
2.25-2.5%. Investors cheered when US Fed Chairman Powell indicated that the size of next action will
be data dependent, which they took as a dovish signal. Crude palm oil prices continued to correct in
July, as Indonesia scrapped its export levy for all palm oil products in a bid to boost their exports and
ease inventories. Crude oil prices corrected 4.2% for the month on concerns over a potential recession
in US and EU. The KLCI rebounded from its year low of 1411.32 on 13 July 2022 to end the month at
1,492.23, up 3.32% mom.

» The FBM Small Cap index gained 0.5% for the month underperforming the KLCI. The best performing
sectors were Technology (+6.2%) and Telecommunications (4.2%). The worst performing sectors were
Energy (-3.21%) and Transport (-0.73%). Average value traded on Bursa in July was RM1407m lower
by 32% mom.

Outlook

» More than five months into the Russia/Ukraine conflict, a resolution towards a ceasefire has yet to be

achieved. As such, commaodity prices are likely to remain higher for longer. However, as we have
witnessed lately, commaodity prices are getting more volatile on fears of a potential recession in the
developed economies due in part to the US hiking interest rates more aggressively, which has led to
USD strength and hence MYR weakness. Domestically, Malaysia’s reopening of the economy has been
relatively smooth, with Covid cases remaining relatively low, and consumer spending picking up aided
by the EPF special withdrawals disbursed before the Raya festivities. However inflationary pressures
are starting to rear its ugly head, despite not being reported in the official data, as many staple food
items have price ceilings, and petrol is subsidized. This has prompted discussions on fuel subsidy
removal and even the Prime Minister indicated that they are reviewing the potential reimplementation of
GST. The success of the BN party in the recent Johor State Elections will fuel speculations that GE15
may be called after July 2022. A convincing win by any party will be a positive factor towards a more
stable government and policy making. Whilst there are many potential headwinds on the horizon, any
correction in the market would provide a good opportunity to accumulate fundamentally strong stocks.
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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 wh ole 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 ("Eastspring”) is an ultimately wholly owned subsidiary of Prudential plc. Prudential plc, is 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. Prudential plc is 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.




