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Regional
1. This commentator generally refrains from political opinions. However, politics
have largely framed our investment perspective for the last 4 to 5 years that it
bears some ranting. The Israeli-Palestinian conflict is of upmost concern to
everyone watching the horrific unfolding with each passing day. The United
Nations (UN) Security Council charged with preserving international peace and
security has pushed for a condemnation of the situation and a de-escalation of
fighting. Yet the US, as one of five members on the UN Security Council with
veto power over anything they don't like in the Security Council, has kept using
this veto power to block any form of formal reaction, "preferring to use its own
diplomatic powers to calm things down". The seeds of empowerment for Israel
were sowed when previous US President Donald Trump made the decision to
relocate the US Embassy from Tel Aviv to Jerusalem, a recognition of Jerusalem
as the capital of Israel. This tells us that if you are an ally of the US, you can get
away with anything you want. As much as the political outreach of China across
the South China Seas is a concern for all, its also a matter of self-interest to the
US. Asian equity markets for the past 4 to 5 years have come to include this
prolonged US-China trade tension as an important driver for positioning and
performance. Many Asian nations will dread the day when we are asked to pick
sides from this cross-fire and face the consequences.
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-continued
2. Investment guru Stanley Druckenmiller said that the US Federal Reserve is
endangering the US Dollar's global reserve status and the unbelievable benefits
that have accrued with it. As the ex-French Minister of Finance Valery Giscard
d'Estaing said back in the 1960s, this has indeed been an extraordinary 60
years of unbelievable "exorbitant privilege". Ex-Treasury Secretary Lawrence
Summers has also warned of the longer-term concern of the US Federal
Reserve printing press. However, we reiterate that the US Federal Reserve is in
no position to reverse the course of monetary accommodation as long as the
hardest hit lower income groups are not seen to be lifted up like wealthier exTreasury Secretaries and hedge fund managers. Fiscal support remains of dire
priority and a highly indebted US Treasury still depends on the US Federal
Reserve printing press. Perhaps, Lawrence Summers and Apple Inc. may want
to help by paying higher taxes to save the US Dollar?
3. Our view remains unchanged. We are positive Asia. Asia remains a sweet spot
with monetary accommodation and manufacturing momentum. Normalisation
out of Covid-19, albeit with a delay, will be another bright spot to look forward
to.
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Malaysia
1. The KLCI closed at 1,591 @ 18.05.21, decreased by -1.6% M-o-M. Last week,
Industrial Metal & Mining (+3.3%) and F&B (+1.2%) were the best performing
sector. Meanwhile, Technology (-4.7%) and Construction (-4.7%) were the
worst performing sectors. Year-to-date @ 12.05.2021, the KLCI has retreated
by -3%.
2. Malaysia’s Health Ministry minister mentioned that it may push for a total
lockdown in the state of Selangor if the Covid-19 situation in the state worsens.
This news will dampen market sentiment as Selangor is one of the key
industrial manufacturing states in Malaysia. In 2019 the GDP contribution from
Selangor accounted for 24.2% of the country’s total.
3. A new cryptocurrency called Chia has driven up the demand for hard disk
drives (HDD) globally. As cryptocurrency miners requires more data storage for
harvesting coins, the demand for storage space increases. This is a potential
positive for HDD players. The 2 largest HDD manufacturers saw their share
prices increase YTD i.e. Seagate +73.4% and Western Digital 46.3%. This is
positive read through for HDD components manufacturer Dufu Technology
which is involves in producing disk spacers for HDDs.
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-continued
4. Malayan Cement has announced it will acquire 12 subsidiary companies owned
by YTL Cement for a sum of RM 5.2bil to be paid via RM 2.0 bil cash, RM 1.4 bil
new MCement shares and RM 1.8 bil irredeemable convertible preference
shares (ICPS)). In our opinion, this is a very positive acquisition for MCement.
Reasons: (i) MCement is acquiring YTL’s cement businesses at an estimated
2020 PER of 15x (ii) post-acquisition, MCement is expected to enjoy
operational synergies, better margins and a turnaround from a loss making
situation to profitability (iii) MCement is issuing new shares and setting the
ICPS conversion price at RM 3.75. This is a premium to its share price. In
addition, this is the same price that YTL paid for MCement in 2019. Post the
acquisition, MCement will own circa 60% of the cement industry in Malaysia.
We own MCement in several of our Malaysia equity funds.
5. The Finance Minister Tengku Zafrul stated : (1) the country's GDP will grow at
6.0 to 7.5% in 2021 (IMF 6.5%, World Bank 6.0%) (2) the government has RM
17 billion left to spend on on-going stimulus packages from its Cover-19 fund
(the government has spent RM 10 bil from 2021's allocation) (3) arising from
MCO 1.0, 2.8 mil people lost their jobs (4) RM 78 bil was withdrawn under ILestari & I-Sinar programmes; he commented that 2.6 mil EPF members had
less than RM 1K in Account 1.
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-continued
6. At 1,591 @ 18.05.21, Malaysia market is trading at a PER of 13.5x for CY21. The
market’s valuation for 2021 is at a 15.6% discount to its 12M mean PER of
~16x. The market’s valuation is flattered by the low PERs of the glove
companies. Excluding the latter, the KLCI is trading nearer to 18.0x (source:
AISB). Separately, Malaysia is trading at a 17.2% discount to Asia ex-Japan’s
2021 PER of 16.2x (see Exhibit 2). This is the steepest discount in the last 5
years. The latter reflects the consistent outflow of foreign funds from Malaysia
in recent years. As most foreigners are significantly Underweight Malaysia, we
do not foresee foreign selling to be a major negative going forward.
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Exhibit 1: FBMKLCI Consensus Earnings Per Share (EPS) @ 12.05.21

(Source: Bloomberg)
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Exhibit 2: MALAYSIA P/E is at a discount to the region @ 12.05.21

(Source: Bloomberg)

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

8

Exhibit 3: Sector Performance (Week-on-Week) @ 12.05.21

(Source: Bloomberg)
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Exhibit 4 : Sector Performance (Year-to-Date) @ 12.05.21

(Source: Bloomberg)
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Exhibit 5 : Performance of Indices (Year-to-Date) @ 12.05.21

(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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