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Malaysia

1.

The KLCI closed at 1,565 @ 11.8.20. The stock market has risen by 1.4% since
the end of the previous month. Last week, the technology (+10.9% WoW) and
healthcare (+7.8% WoW) sectors outperformed. YTD-2020, the KLClI was
unchanged.

Last week, former Prime Minster Tun Dr Mahathir announced that he will be
forming a new political party. The organisation will not align with either
Pakatan Harapan or Perikatan Nasional. The political situation in Malaysia
remains fluid. We are underweight companies which rely on winning
government contracts for their revenues.

Malaysia is expected to release its 2Q gross domestic product (GDP) number on
14.8.20 Friday. 16 economists polled by Bloomberg forecast a mean estimate of
9.5% YoY contraction in 2Q GDP. The 2Q GDP will reflect the full impact from
the Movement Control Order (MCO).

The government sought to raise the country’s debt limit from 55% to 60% of
GDP. The Finance Minister stated in Parliament on 6 August 2020 that the
country’s debt and liabilities stood at RM 1.264 trillion as at end-June 2020. Of
this, the Federal government debt was RM 823.8 bil (53.2% of GDP) while
government guarantees was RM 166.9 bil. This implies other debt and liabilities
of RM 273.3 bil (we believe the latter includes debt under 1IMDB of RM 32.2
bil).
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-continued

Bursa’s average daily turnover (ADTV) has remained robust. As at 7 August
2020, the month-to-date ADTV was RM 8.88 bil vs July’s RM 5.47 bil (2Q: RM
3.76 bil). A reversal of retail interest may trigger a correction for Bursa.

The Finance Minister said that the moratorium on loan repayments which
came into effect on 1 April 2020 is estimated to be worth RM 66.6 bil as of 31
July 2020. This is clearly a source of liquidity for Bursa’s retailers.

Consensus 2021 market eps has been cut by 11.6% from 106.5 sen @ end-Jan
to 95 sen @ 06.8.2020. At 1,565 @ 11.8.20, the market is trading at a PER of
21x/17x for CY20/CY21. This is not cheap vis-a-vis the KLCI’'s 12M mean PER of
~16x. We believe the upcoming 2Q (June) reporting season will result in further
downward pressure on earnings expectations.
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Exhibit 1: FBMKLCI Consensus Earnings Per Share (EPS).
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FBMKLCI BEst EPS (Consensus) As At 06.08.2020

BEstEPS (CY 2020): 76.67 - Translate to 1226.72pts @ 16x PIE

Change of 0.13 vs 30th July (EPS:76.54)

BEst EPS (CY2021): 94.72 - Translates to 1515.52pts @ 16x P/E
Change of 0.39 vs 30th July (EPS:94.33)
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Exhibit 2: Sector Performances (Week-on-Week)

SECTOR PERFORMANCES AS AT 06.08.2020
WEEK-ON-WEEK
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Exhibit 3: Sector Performances (Year-to-Date)

SECTOR PERFORMANCES AS AT 06.08.2020
YEAR-TO-DATE
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Exhibit 4: Performance of Indices Year to Date

Performance of Indices 06.08.2020
Year To Date
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(Source: Bloomberg)
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Regional

1. Two important developments took place last week.

2. Inthe midst of the largest and most rapid expansion of the US Federal
Reserve's Balance Sheet in history, US Federal Reserve Chairman Jerome
Powell pointed to the passive normalisation of the size of the balance sheet
from 2014-2017 as a guide for this most recent experiment. It means that the
normalisation of the balance sheet will come from the growth of the real
economy rather than a shrinkage of the balance sheet. It means that either the
balance sheet will plateau at the current USS7trn or even northwards of
USS7trn.

3. With another huge fiscal support package looming, it is inevitable that the US
Treasury will be due to scale even higher highs in debt issuance. The US
Treasury will also skew its issuance to longer-term maturities. The backstop is
the US Federal Reserve. | ask how can the US Federal Reserve Balance Sheet
remain static? And by the maturity profile of the debt issuance, the US
Treasury has also imposed vyield curve control over the US Federal Reserve.
Interest rates will remain low for a very long time. TINA (There is no
alternative) is where we stand looking into the future.
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-continued

4. Covid-19 will at some time pass us, perhaps not in its demise but definitely in
terms of its severity and impact. However, liquidity will be here to stay. But
how much will bank deposits earn? Even US Treasuries yield are threatening
the zero bound. The Asian equity environment offers a light when one is
prepared to see beyond the short-term.
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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 forward-
looking 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.

non
’

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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