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Regional
1. Time is supposed to prove that the central bank can best function in her
capacity by remaining independent from government fiscal policy and
therefore uninfluenced by the political concerns of any regime. Recent times
may otherwise prove that central bank independence is an overrated concept.
This week, US Treasury Secretary Janet Yellen has come out to publicly warn of
a financial system risk if the US federal debt ceiling is not raised. The Congress
is told the US Government's extraordinary cash conservation measures are
almost exhausted and will effectively run out of money by end October unless
action is taken immediately, i.e. bankrupt.
2. Therefore, US Federal Reserve members are barking up the wrong tree.
Inflation and asset bubbles will matter little when the US Government goes
into a debt default. In fact, Treasury yields will spike and market liquidity will
seize up, not too dissimilar to the initial Covid-19 outbreak early last year and
the Lehman ghost of 2008 past. The volatility spiral will once again hold the US
Federal Reserve hostage to the money printing press. This is the reason for
Janet Yellen's strong support for her tag-team partner Jerome Powell to return
for a second term as the US Federal Reserve Chair.
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-continued
3. We wrote in an earlier commentary that the day will come soon when the
Reserve Bank of Australia (RBA) may also need to reevaluate its monetary
policy stance if the Covid-19 situation causes an economic deterioration. This
decision has come barely a month after the RBA Governor decided to taper
bond purchases from A$5bn to A$4bn beginning from September till midNovember. This is a dovish tilt as the RBA could have chosen to wait till closer
to November to make the next decision but has chosen to act much earlier and
commit to extend the A$4bn bond purchases till February 2022. We expect
most Central Banks globally to remain on the dovish bias.
4. Last week, US President Joe Biden reached out to China's Xi Jinping. According
to the White House readout, this was to address the frosty start to the
relationship and impasse in earlier trade talks. It was read that President Biden
wants to ensure peace, stability, and prosperity in the Indo-Pacific and
elsewhere in the world. It also read that it is the responsibility of both nations
to ensure that competition does not veer into conflict. The next G20 Summit is
round the corner. The press reported of the US trying to put pressure on China
and investigating into China subsidies and imposition of new tariffs. It is highly
unlikely that President Biden made a call to send through this threatening
message. We remain cautiously optimistic that US-China trade relations will be
better than anytime during Trump's reign.
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Malaysia
1. The KLCI closed at 1,578 @ 09.09.21, an increase of +5.48% MoM. Last week,
Industrial Metals & Mining (+6.5%) was the best performing sector. In contrast,
Healthcare (-5.10%) was the worst performing sector. Year-to-date @ 27.8.2021,
the KLCI has retreated by -3.0%.
2. China, the world’s largest steel consumer and producer (62% of global market
share), has revised down 2H21 production from 2% to 0% YoY. The objective is to
meet state-imposed carbon emission targets for 2021 as part of China’s
decarbonisation policy. As China’s steel demand enters the seasonally stronger
2H, the decarbonisation measures should reduce the global supply of steel. This
is expected to benefit ex-China steel players including the Malaysian producers
as prices stay strong due to the reduced supply and good demand.

3. US Semiconductor Equipment & Materials International (SEMI) forecasts that
front-end semiconductor equipment sales for 2022 will continue to strengthen
with US$100bn in purchases (2021: US$90bn). This comes as major players such
as Intel and TSMC look to expand their capacity to meet the soaring demand of
semiconductors. Incidentally, this would result in a longer 3-year upcycle for the
semiconductor industry as opposed to the usual cyclical trend of 2-years upcycle
followed by 2-years downcycle. While we acknowledge that the current upcycle
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-continued
3. is exceptionally strong, we are mindful of the risk of peaking demand.
Notwithstanding, this demonstrates the positive structural trend of increasing
reliance and usage of semiconductors which benefits Malaysia as it offers
competitive back-end services and equipment manufacturing solutions for the
global semiconductor supply chain.
4. The landmark memorandum of agreement (MOU) between the government and
opposition party, Pakatan Harapan was a surprise for the market. The MOU will
focus on 6 areas – (i) Covid-19 recovery efforts (ii) administration of the
government (iii) Parliamentary reforms (iv) judicial independence (v) the 1963
Malaysia Agreement and (vi) formation of a Steering Committee. The pact will
help ensure that there is no challenge to the current government until 31 July
2022 (when the agreement ends). We reiterate that far-reaching and enduring
reforms are a pre-condition for a sustainable re-rating of the stock market.
Meanwhile, investors will be closely watching if progress is made on these areas.
5. PM Ismail Sabri announced in Parliament that lockdowns are no longer feasible
and expects more economic sectors to reopen. This comes as Malaysia’s adult
population is 74.7% fully vaccinated and 91.6% partially vaccinated. The daily
Covid-19 cases have fallen for four consecutive days. It is likely that we have past
the worst phase of this wave. We expect the market’s focus to shift from high
Covid-19 cases to the re-starting of the economy in the coming weeks.
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6. Valuation remains the market’s biggest positive. Based on KLCI at 1,578 @
09.09.2021 and assuming a market eps integer of 101/107, the market is trading
at a PER of 15.6x/14.74x for CY21/CY22 respectively. This is nearly -2 standard
deviation below its 7-year mean PER of 16x for CY22. Stripping out the glove
makers, the KLCI (ex-gloves) is trading at a PER of 18.1/15.9x in CY21/CY22
respectively (vs the 5 year average ex-gloves PER of 19.4x). With foreign
shareholding and valuation metrics at multi-year lows, we believe the risk-toreward ratio for the KLCI is reasonable in the longer-term.
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Exhibit 1 : FBMKLCI Consensus Earnings Per Share (EPS) @ 09.09.21

(Source: Bloomberg)
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Exhibit 2 : Sector Performances (Week-on-Week) @ 09.09.21

(Source: Bloomberg)
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Exhibit 3 : Sector Performances (Year-to-Date) @ 09.09.21

(Source: Bloomberg)
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Exhibit 4 : Performance of Indices (Year-to-Date) @ 09.09.21

(Source: Bloomberg)
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Disclaimer
This document is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell
or a solicitation of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security's price
or value may rise or fall. Opinions or recommendations contained herein are in form of technical ratings and fundamental ratings. Fundamental ratings include various
financial data from the income statement, balance sheet, and cash flow statement items such as sales, profit, all important ratios, cash flows, working capital, cash
conversion cycle and etc. over the past quarters and years. Technical ratings may differ from fundamental ratings as technical valuations apply different methodologies
and are purely based on price and volume-related information extracted from the relevant jurisdiction's stock exchange in the equity analysis. Accordingly, investors'
returns may be less than the original sum invested. Past performance is not indicative of future performance. This document is not intended to provide personal
investment advice and does not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read
this document. Investors should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies
discussed or recommended in this document. The information contained herein has been obtained from sources believed to be reliable but such sources have not been
independently verified by Apex Investment Services Berhad ("AISB") and consequently no representation is made as to the accuracy or completeness of this document
by AISB and it should not be relied upon as such. Accordingly, AISB and its officers, directors, associates, connected parties and/or employees (collectively,
"Representatives") shall not be liable for any direct, indirect or consequential losses or damages that may arise from the use or reliance of this document. Any
information, opinions or recommendations contained herein are subject to change at any time, without prior notice. This document may contain forward-looking
statements which are often but not always identified by the use of words such as " anticipate", "believe", "estimate", "intend", "plan", " expect", "forecast", "predict"
and "project" and statements that an event or result "may", “will", "can", "should", "could " or "might" occur or be achieved and other similar expressions. Such
forward-looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause
the actual results to differ materially from those expressed in any forward-looking statements. Readers are cautioned not to place undue relevance on these forwardlooking statements. AISB expressly disclaims any obligation to update or revise any such forward-looking statements to reflect new information, events or circumstances
after the date of this publication or to reflect the occurrence of unanticipated events. AISB and its officers, directors and employees, including persons involved in the
preparation or issuance of this document, may, to the extent permitted by law, from time to time participate or invest in financing transactions with the issuer(s) of the
securities mentioned in this document, perform services for or solicit business from such issuers, and/or have a position or holding, or other material interest or effect
transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities mentioned in the material
presented in this document. One or more directors, officers and/or employees of AISB may be a director of the issuers of the securities mentioned in this document to
the extent permitted by law. This document is prepared for the use of AISB clients, consultants or Representatives and may not be reproduced, altered in any way,
transmitted to, copied or distributed to any other party in whole or in part in any form or manner without the prior express written consent of AISB. AISB and its
Representatives accepts no liability whatsoever for the actions of third parties in this respect. This document is not directed to or intended for distribution to or use by
any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation. This document is for distribution only under such circumstances as may be permitted by applicable law. The securities described
herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this document.
This document has not been reviewed by the Securities Commission Malaysia (“SC”), Federation of Investment Managers Malaysia (“FIMM”) and Employees Provident
Fund (“EPF”). The SC, FIMM and EPF are not liable for this document and are not in any way associated with this document. The SC, FIMM and EPF are not responsible for
the contents herein and do not make any representation on the accuracy or completeness of this document, either in whole or in part.
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