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Regional

1. Singapore's newest strategy is to accept that Covid-19 virus is here to stay, like
the common flu. Singapore will gun for mass vaccination, and soon stop
counting the daily new cases, remove quarantine measures, and get on with
life as normal. Likewise, the Israel and UK experiences are that vaccination
does not prevent breakthrough cases but prevent severe illness and stress to
the healthcare system. Thus, the UK also plans to exit Covid-19 lockdown and
remove emergency Covid-19 laws mandating face masks and social distancing.
Emerging countries, many in Asia, found themselves starved of vaccine supply
hoarded by the developed nations. Mass vaccination is slowly but surely
accelerating, Malaysia hopefully will move towards a similar Covid-19 strategy
like Singapore.

2. Last Friday's US Non-Farm Payrolls report was a 'Goldilocks' scenario for
markets, not too warm and not too cold. Job adds exceeded expectations, yet
unemployment rate inched up while wage growth was more subdued than
expected. Investors took it as a sign that the US economy is recovering
sufficiently enough to generate more jobs, yet there is also sufficient slack in
the labour market not to exert too much upward pressure on wages that would
feed through to inflation. Nonetheless, market volatility is likely to persist with
investors fixated on these high frequency noisy data-points.
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-continued

3. Meanwhile, the public spat among the OPEC+ Alliance members, especially
between the two closest allies Saudi Arabia and the UAE, has just thrown
another variable into our already busy analytical life. The consensus view is
that any delay in the increase of oil supply will see a spike in oil price and stoke
fears of a return to the runaway inflation scenario of the 1970s. On the
contrary, a very compliant OPEC+ Alliance in recent years now runs the risk of
turning into a cheating cartel even if there is an eventual agreement. Worse
although remote, a breakup of the OPEC+ Alliance could result in a free-for-all
turn on the taps and plummeting oil price. Suddenly, a US Federal Reserve that
is pressured to tighten monetary policy could find itself dealing with a
deflationary turn. Is this a good time for US Fed Chair Jerome Powell to pivot
with so much uncertainty?
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Malaysia

1.

The KLCI closed at 1,532 @ 6.07.21, a decline of -4.0% M-o-M. Last week,
Healthcare (-5.1%) and Construction (-2.6%) were the worst performing sectors.
Year-to-date @ 02.07.2021, the KLCI has retreated by -5.8%.

Last week, Senior Minister Datuk Ismail Sabri mentioned that most of the Klang
Valley will fall under the Enhanced Movement Control Order (EMCO) from July 3
to July 16. On 6% July 2021, Malaysia recorded 7,654 new Covid-19 cases (the
highest in 31 days). Of the total, Selangor recorded accounted for 3,260 cases
(42.5%) and Kuala Lumpur 1,550 cases (20.2%). The high daily cases in the Klang
Valley will weigh down on Malaysia’s GDP growth estimates for 2021. These two
states contributed around 40% to the country’s GDP (Selangor 26% & KL 14%).

As at 5 July 2021, a total of 9.0 mil vaccine doses have been administered. 6.39
mil individuals (20% of population) have received their first doses while 2.62 mil
individuals (8% of population) have received their 2" doses. In our view, a key
catalyst for the stock market is the progress of vaccinations which will determine
the pace of reopening of the economy. The increased momentum in vaccination
rate, particularly in the month of June, has placed the country in a better
position to achieve a vaccination rate of 80% by end of 2021 (see Exhibit 1).
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Exhibit 1 :

Share of people who received at least one dose of COVID-19 vaccine

Share of the total population that received at least one vaccine dose. This may not equal the share that are fully vaccinated if the vaccine requires two doses. This

data is only available for countries which report the breakdown of doses administered by first and second doses.
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-continued

Political temperature in the country is set to rise. The Malaysia Parliament will
reconvene on July 26 (5 days) and Aug 2 (3 days) after weeks of pressure by
many quarters to re-open Parliament. Public dissatisfaction is high due to the
economic effects arising from the pandemic. Political uncertainty and a
challenge to the country’s leadership are possible risks for the stock market
when Parliament reopens.

World Semiconductor Trade Statistics (WSTS) published its May 2021
semiconductor sales data. Total semiconductors sales increased by 25.9% YoY (vs
21.6% YoY for Apr-21) and 4.2% MoM (vs 2.0% MoM for Apr-21). Exhibit 2
shows that growth in global semiconductor sales are still trending upwards. Our
technology holdings have been resilient as US10Y yields decline, technology
sector earnings continue to beat expectations and as demand stay robust.
Exhibit 3 shows the duration and magnitude of the semis cycle. Since 1996,
there has been 7 upcycles. The average duration of an upcycle is 31 months. The
current cycle has lasted only 15 months. The average increase in monthly from
start to peak is 23% vs 25% in the current cycle. We believe the strong demand
conditions will persist for the rest of this year.
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-continued

Based on KLCI at 1,532 @ 06.07.2021 and assuming a market eps integer of
111/110, the market is trading at a PER of 13.8x/13.9x for CY21/CY22
respectively. This is lower than the market's mean PER of 16x. Stripping out the
glove makers, the KLCI (ex-gloves) is trading at a PER of 18.0x and 15.7x in
CY21/CY22 respectively vs the 5 year average ex-gloves PER of 19.4x. We believe
the risk to reward for the KLCl is reasonable.
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Exhibit 3 : Semis Cycle — Duration and Magnitude

Semiconductor Sales Cycles

*  Current cycle

Dates Duration (Months)

Start Peak End Start to end (Start to peak
1/06/30/1997 08/31/1997 02/28/1998 9 3
2|02/28/1999 08/31/2000 02/28/2001 25 19
3|08/31/2002 06/30/2004 09/30/2008 74 23
4|12/31/2009 03/31/2010 06/30/2011 19 <
5|12/31/2012 02/28/2014 06/30/2015 31 15
6/09/30/2016 06/30/2017 12/31/2018 28 10
7103/31/2020 01/31/2021 02/28/2021 15 15(*

Average -excluding current cycle T 12

Monthly Orders

% Increase to Peak

2%
66%
49%
4%
5%
11%
25%

23%

(Source: Bloomberg)
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Exhibit 4 : FBMKLCI Consensus Earnings Per Share (EPS) @ 26.06.21

Consensus 2021 EPS: 111.60 x 16: 1,785.60
Change of 2.25 vs 24 June (EPS:109.35)
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(Source: Bloomberg)
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Exhibit 5 : MALAYSIA P/E is at a discount to the region @ 26.06.21

MALAYSIA PER Discount vs ASIA EX-J = 19.3%

MALAY SIA PER Discount vs ASEAN = 19.3%
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Exhibit 6 : Sector Performances (Week-on-Week) @ 26.06.21
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Exhibit 7 : Sector Performances (Year-to-Date) @ 26.06.21
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Exhibit 8 : Performance of Indices (Year-to-Date) @ 26.06.21
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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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