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Malaysian Markets

= Equities: Equity markets dipped in November, with most markets easing off from highs seen in October. The KL
Composite Index (“KLCI") could not sustain above the psychological 1,400 mark. The KLCl, the Shariah index and
the FTSE Bursa Malaysia Emas Index were all lower by 1% for the month. Smaller companies suffered, with the
MESDAQ Index plunging by 11% while the Second Board Index fell by 8%.

However, Malaysia, supported by plantation stocks that are benefitting from high palm oil prices, outperformed its
regional peers such as Singapore (-8%), HK (-9%) and China (-18%). The regional sell-off was mainly concentrated
in China related markets as investors took the opportunity to lock-in profits gained over the previous bumper
month as well as renewed concerns over the health of the world economy, especially the US.

Amidst uncertainties in the global economy, we maintain our outlook from the previous month and will continue
to focus on thematic plays, domestic sectors and dividend yielding stocks while retaining a cash buffer to take
advantage of opportunities that may present themselves.

Fixed Income: In the Malaysian bond market, concerns over rising inflation caused by potentially higher
transportation and energy prices triggered a sell-off in Malaysian Government Securities (MGS). MGS vyields rose as
much as 20 basis points across most tenures and there was a slight steepening of the yield curve, reflecting
expectations of higher inflation in the future.

Local corporate bonds experienced similar yield movements as sovereign bonds. There were four large issuances in
November which were Cerah Sama, OCBC sub-debt, RHB sub-debt and Tesco. The issuances were generally well
received despite expectation of larger issuances, namely Binariang, before the year end.

We expect Bank Negara Malaysia to maintain its Overnight Policy Rate at 3.5% despite rising inflationary
expectations.
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