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MARKET OUTLOOK

The MSCI Asia Pacific Ex-Japan Index (+1.4%) lagged the MSCI World Index
(+2.5%) despite an exceptionally strong showing from regional corporates.
China (+10.3%) staged a spectacular rally, fueled by increased buying activity
from domestic investors as low interest rates and a lack of alternatives drove
retail and institutional investors back into equities. Indonesia (+4.6%) continued
its strong performance despite heated protests demanding government action
on economic hardships. Malaysia (+4.1%) also surged strongly thanks to robust
GDP growth and resilient corporate earnings. In contrast, Korea (-1.8%)
underperformed as exports to the US declined double digits as tariff risks
crystallized. The Philippines (-1.6%) continued its steady drop despite lower
inflation and a policy rate cut. India (-1.4%) also caught the short end of the stick
as the US'’ targeted tariffs took effect in response to India’s trade relations with
Russia.

On the monetary policy front, the Bank of England cut interest rates by 25 basis
points to 4.00%. In Asia, the People’s Bank of China (PBoC) maintained the
one-year LPR at 3.0% and the five-year LPR at 3.5%. The Reserve Bank of
India (RBI) kept its key repo rate unchanged at 5.50% during its August meeting.
Within ASEAN, Bank Indonesia (BI) cut its benchmark interest rate by 25 basis
points to 5.00%, while the Bangko Sentral ng Pilipinas lowered its Target
Reverse Repurchase (RRP) Rate by 25 basis points to 5.00%. The Bank of
Thailand (BOT) cut its benchmark interest rate by 25 basis points to 1.50%.

Globally, the US market outlook remains cautiously optimistic into late 2025,
supported by resilient consumer spending and easing labour tightness, though
inflationary pressures linger. At Jackson Hole, Fed Chair Jerome Powell
indicated rate cuts could begin in September, potentially lifting equities, but
stretched valuations—highlighted by the Warren Buffett Indicator—warrant
caution. In China, August delivered a solid rally as exports and high-tech sectors
underpinned growth. Policy signals and supply-side reforms aim to address
overcapacity and stabilise profitability, but weak domestic demand and
execution risks remain key challenges. We recommend a barbell strategy
through 2025, combining quality growth opportunities with defensive income
assets to navigate potential volatility.

Locally, 2Q25 reporting was largely in line with expectations, except for EMS
and O&G, which underperformed. Consensus now forecasts KLCI earnings to
grow in the mid-single digits in 2025 and 2026. We believe Malaysia offers
appealing valuations across PE, PB, and the earnings-MGS yield spread,
helping sustain investor optimism. We also believe easing US policy
uncertainties, including front-loaded Trump measures and greater clarity on
tariffs, along with ample domestic liquidity, provide scope for markets to grind
higher into 4Q25 and 2026.
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The FBMKLCI Index gained 4.1% month-on-
month (m-o-m) in August, closing at 1,575.53
points. Meanwhile, the Small Cap Index inched
up 0.1%, while the Mid 70 Index decreased by
0.8%.

Sector-wise in August, the top-performing
sectors were Construction, Technology, and
Finance, up 5.9%, 5.6%, and 5.6%, m-o-m,
respectively. The worst-performing sectors
were Healthcare, REITs, and
Telecommunication, which saw declines of
5.3%, 2.4% and 2.4%, respectively. Foreign
investors continued to be net sellers in August,
recording RM3.4 billion in outflows. There were
no new listings in August.

BOND

For the month of August, the yield for the
Malaysian Government Securities (MGS) for
the 3-year, 5-year, 7-year and 10-year changed
by -6bps, -7bps, -4bps, and +2bps, closing at
3.00%, 3.08%, 3.30% and 3.39% respectively.

COMMODITIES & CURRENCIES

For the month of August, WTI crude oil plunged
7.6% m-o-m, closing at US$64.0 per barrel,
while Brent oil fell 6.1%, finishing at US$68.1
per barrel. Crude palm oil closed at
RM4,308/MT, registering a gain of 3.2%, while
spot gold rose 5.9%, ending the month at
US$3,487.2/0z. Currency-wise, the Malaysian
ringgit appreciated 1.1% m-o-m against the
greenback to RM4.2248/USD. Meanwhile, the
Dollar Index declined 2.2% to 97.8 points.



Commentary

In August, some ports underperformed the benchmark
due to lower Malaysia exposure. RHB Shariah China
Focus MYR (+16.26%) was the top performer, while KAF
Core Income (-1.76%) lagged.
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, all ports outperformed the benchmark. RHB

Shariah China Focus MYR (+16.26%) was the top
performer. abrdn Islamic World Equity Fund (-1.48%)

lagged.

Source: Lipper

Disclaimer: This compilation is prepared by Phillip Mutual Berhad (“PMB”) in its capacity as an IUTA approved by the
Federation of Investment Managers Malaysia (“FIMM”) for specific Funds distributed by PMB. The information contained
herein is general information only and not intended for public distribution. It is furnished to the recipient on a confidential
basis. It does not take into account your individual objectives, financial situations or needs. You should seek your own
professional advisers before investing. No part of this document may be circulated or reproduced without prior permission
of PMB and does not constitute an offer, invitation or solicitation to invest in the specific Funds. Any investment product
or service offered by PMB is not obligations of, deposits in or guaranteed by PMB. You are advised to read and understand
the relevant prospectuses for the Funds, which have been registered with the Securities Commission Malaysia who takes
no responsibility for the contents. The respective prospectuses to the Funds are obtainable at any of our offices, website
and authorised agents. Any issue of units to which the prospectuses relate will only be made on receipt of the duly
completed application form referred to in and accompanying the prospectuses. Investment in unit trust funds is not the
same as placing money in a deposit with a financial institution. There are risks involved, and investors should rely on their
own evaluation to assess the merits and risks when investing in these funds. There are also fees and charges involved
and investors are advised to consider them before investing in the Funds. Investment in shares and bonds may go up as
well as down. The prices of units and distribution payable, if any, may also go up as well as down. Past performance of
the unit trust funds is not an indication of its future performance. If investors are in any doubt about any feature or nature
of the investment, they should consult PMB to obtain further information before investing or seek other professional advice
for the suitability of the Funds and to their specific investment needs or financial situations. Information contained herein
are based on the law and practise currently in force in Malaysia and are subject to changes in such law without any notice.
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