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There are valid reasons to be cautious
again this year on the Malaysia equity
market after three straight years of
negative performances.
Nevertheless, despite all the negative
factors/news surrounding the local
stock market, it has remained
relatively resilient, as we believe that
most of the negatives have already
been priced in by investors.

Beginning Of Emerging Over Developing Market Outperformance?
 The US equity market remains on its modest upward trajectory but yet
Treasury market has reversed some losses and the US Dollar has also lost some
ground. Post Trump’s inauguration, profit taking and a dose of realism may be
taking ground. Rhetoric aside, investors are likely to want to see some concrete
execution before committing more funds.
 As our global economic thesis pick-up crystallises, our Asian economies
that were already coming off their own adjustments have seen this leg of
recovery potentially magnified by President Trump’s big fiscal push. As argued
in our previous newsletter, Asian equity markets and currencies are finally
reflecting their fundamentals.
 More importantly, the earnings results season now underway has thrown
up more positive than negative surprises. This reflationary trend, portends to
further earnings growth momentum, key to valuations that should sustain the
equity market upturn.
 The FBM KLCI enjoyed strong double-digit gains, sparked by strong
buying commitment from local funds, with buying momentum spilling over to
small caps and oil & gas related penny stocks on the back of firmer ringgit and
crude oil price trend. This positive trend is expected to continue in short term.
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THE LOCAL STOCK MARKET HAS UNDERPERFORMED AND PERHAPS OVERSOLD?
Trading on the local bourse started the year on a positive note in line with other regional bourses. Nevertheless, on a yearto-date basis, the key barometer of Malaysia equity market is still below its 52-weeks high.
In our opinion, the following 2 factors will provide support and limit selling in the Malaysian equities market. The KLCI’s
1,600 level remains a critical support level from a fundamental and technical perspective.
FIGURE 2: FBM KLCI GROSSLY UNDERPERFORMED IN 2016

SOURCE: BIMB RESEARCH

FIGURE 3: KEY INDEX PERFORMANCE LAST 1 YEAR

SOURCE: APEX INVESTMENT SERVICES BHD (AISB)

The selling activities in Malaysian equities by foreigners is relatively limited due to continued disposal of shares by foreign
institutions for the past 3 years. Last year, foreign institutions were net sellers of Malaysia equities amounting to RM3.9bn,
and this was completely offset by domestic institutions, which were the net buyers.
For 2016, Malaysia is the only market that has net outflow, and therefore, Malaysia would have three straight years of net
foreign outflows as compared to our regional peers.
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FIGURE 4: FOREIGN INSTITUTIONS WERE NET SELLERS IN NOVEMBER 2016 (-RM3.9 BILLION)

SOURCE: APEX INVESTMENT SERVICES BHD (AISB)

In addition, FBM KLCI index is made up of 30 large capitalisation stocks with total market capitalisation in excess of RM1.59
trillion. Out of these 30 large capitalisation stocks, 80% are essentially controlled by government-linked-funds or
government-linked-companies such as EPF, PNB, KWAP and Khazanah. EPF and KWAP have gradually increased their
holding in these companies over the past few years as a result of their investment mandates.
There are advantages and disadvantages of high local equity holdings in these companies - advantages such as long-term
shareholders while disadvantages such as lack of market liquidity for their shares. Furthermore, these local players are
unlikely to sell-down their holdings during the current uncertainties surrounding the market.
FIGURE 5: FBM KLCI (2012 – 2017)

SOURCE: BLOOMBERG (AS AT 13/02/2017)

From a technical from of view, for the past 2 years, except for August 2015, a strong support level for FBM KLCI is seen at
1,600 level and a tight trading range in between 1,600 and 1,700 level.
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CONTACT US
Apex Investment Services Bhd. (420390-M)
3rd Floor, Menara MBSB, 46 Jalan Dungun, Damansara Heights, 50490 Kuala Lumpur.
+60 (3) 2095 9999
enquiry@apexis.com.my (for questions & feedback)
www.apexequity.com.my
www.apexetrade.com (for daily NAV prices)

DISCLAIMER
The opinion and information contained herein are based on available data believed to be reliable. It is not to be construed as an offer, invitation or
solicitation to buy or sell the securities covered by this report. Apex Investment Services Berhad does not warrant the accuracy of anything stated herein
in any matter whatsoever and no reliance upon such statements by anyone shall give rise to any claim whatsoever against Apex Investment Services Berhad.
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