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Regional
1. The consensus view is that US employment has already met the US Federal
Reserve's standard for "substantial further progress". US Fed Chair Jerome
Powell said that "It wouldn't take a knockout, great, super strong employment
report. It would take a reasonably good employment report for me to feel like
that test is met". September's Non-Farm Payroll came in at +194,000 jobs,
much lower than the market's expectation of +500,000. Unemployment rate
declined to 4.8%, better the market's expectation of 5%. However, this masked
a further drop-off in labour participation rate, particularly the plight of
disgruntled marginal workers from minority ethnic groups that gave up looking
for work. The US Fed is in a tricky bind; an upcoming inflation report before the
next FOMC meeting in early November without the benefit of another jobs
report. We are of the view that tightening monetary conditions now may prove
to be a pre-mature move that may need to be reversed sooner rather than
later.
2. In September, the Thai Baht was Asia's worst performing currency, -4.1%
against the US Dollar. Investors fret over Thailand's decision to raise the fiscal
debt ceiling from 60% of GDP to 70%. We in Asia still remember the
devaluation of the Thai Baht in 1997 that sparked the Asian Financial Crisis.
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-continued
2. At the latest House of Financial Services Committee hearing, US Treasury
Secretary Janet Yellen supported a proposed Bill to remove the US debt ceiling.
Of course, the US debt ceiling debate has morphed into an unnecessary and
much politicised battle between the Democrats and Republicans. However, it
also served as a check and balance against an open cheque book. Without a
debt ceiling, this means that we are possibly going down a path of abandoning
fiscal prudency and consequential low/negative real yields. The long-term
implications on the US Dollar (weaker) and emerging markets (stronger) held
hostage to USD hegemony are huge.
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Malaysia
1. The KLCI closed at 1,561 @ 7.10.21, a decrease of -1.4% MoM. Last week, Oil &
Gas (+10.2%), Food & Beverage (+6.0%) and Consumer Goods (+5.9%) were the
best performing sectors. In contrast, Healthcare (-2.5%) was the worst
performing sector. Year-to-date @ 7.10.2021, the KLCI has retreated by -1.4%.
2. PM Ismail Sabri announced the reopening of interstate travel and international
borders for Malaysians effective from 11 October 2021. This signals that
Malaysia is moving out of a period of peak restrictions and into recovery mode
as more sectors resume their normal business operations. The market’s
narrative has quickly shifted from COVID-19 cases to the reopening of the
economy. Laggards, cyclicals, and resumption plays have come into focus.
3. China released its steel production suspension plan for Q4CY21 and Q1CY22.
Instead of cutting production on all steel producers, the plan focuses on
restricting production for plants with higher carbon emissions. In Q4CY21, these
cuts are expected to continue to meet this year’s annual carbon emission
targets. In Q1CY22, steel manufacturers would only be allowed to produce not
more than 70% of their Q1CY2021 output. As China accounts for 62% of the
world’s steel production, any supply and demand changes are likely to impact
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3. the global steel market. We are of the view that steel prices could remain high in
the near term as exports from China has declined, leaving other countries to fill
this demand. In Malaysia, local steel producers should benefit from higher prices
in-line with better prices globally.
4. Brent crude rose to $83/barrel due to an upsurge in demand as countries
reopen their borders and economies. This comes at a time when coal and
liquefied natural gas prices (Asia) reach new highs of $247/t and $56 per MMBtu
respectively. This is expected to trigger a substitution to Brent crude oil as a
source of fuel. Malaysia is a net beneficiary of rising oil prices – the rise in oil
prices is a timely boost for the government’s coffers. Chronic under-investment
by global oil majors in the upstream sector is likely to play out in terms of higher
oil prices in the next 12M. This is another positive which is likely to draw foreign
interest in Malaysia.
5. The year-to-date decline in the KLCI has reinforced Malaysia’s valuation
argument. Based on KLCI at 1,561 @ 7.10.2021 and assuming a market eps
integer of 97/106 for 2021/2022, the market is trading at a PER of 16.1x/14.7x
respectively. This is -1 standard deviation below its long-term mean of 16x for

For Use of AISB's Clients, Consultants and Distributors only

5

-continued
5. FY22. The market PBR of 1.5x (at 7-year mean) and DY of 3.5% (at between 7year mean and +1SD) are also supportive of the stock market. Finally, Malaysia is
trading at par with Asia ex-Japan’s PER – at the low end of its 5-year range of 0%
to +40% premium (ex-Pandemic in 2020).
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Exhibit 1 : FBMKLCI Consensus Earnings Per Share (EPS) @ 07.10.21

(Source: Bloomberg)
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Exhibit 2 : Sector Performances (Week-on-Week) @ 07.10.21

(Source: Bloomberg)
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Exhibit 3 : Sector Performances (Year-to-Date) @ 07.10.21

(Source: Bloomberg)
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Exhibit 4 : Performance of Indices (Year-to-Date) @ 07.10.21

(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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