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MARKET OUTLOOK

The MSCI Asia Pacific Ex-Japan Index (+8.0%) skyrocketed in January to
kickstart 2026, while the MSCI World Index (+2.2%) was dragged down by
underperforming US equities. South Korea (+24.0%) tripled the performance of
the regional index, no doubt thanks to attention shifting toward memory players
in the latest phase of the Al boom. Taiwan (+10.7%) was no slouch either, as
memory manufacturers depended on its cutting-edge wafers. Hong Kong's
(+6.9%) GDP grew at its fastest pace since 2021 as exports and capital
investments surged, reinvigorating investor sentiment for the new year. On the
flipside, Indonesia (-3.7%) experienced a drastic sell-off as MSCI paused index
changes related to Indonesian stocks and warned of a downgrade to "Frontier"
status if ownership transparency issues were not addressed. India (-3.1%) also
fell during the month as the US slapped an additional punitive tariff of 25% on
Indian exports due to its purchase of Russian oil.

On the monetary policy front, the Federal Reserve (Fed) held the federal funds
rate steady at 3.50%-3.75% at its January 2026 FOMC meeting. The European
Central Bank (ECB) kept its deposit rate unchanged at 2.0%, while the Bank of
England maintained the Bank Rate at 3.75%. In Asia, the People’s Bank of
China left its 1-year and 5-year loan prime rates unchanged at 3.0% and 3.5%,
respectively. Finally, the Bank of Japan (BOJ) maintained its key short-term
interest rate at 0.75%, the highest level in 30 years.

Global equity markets are poised for moderate, selective gains in 2026, as
resilient earnings help offset elevated valuations and concentrated leadership.
Investors remain attentive to geopolitical risks, the payoff from sustained Al
investment, and policy uncertainties, particularly in the U.S. With the Fed well
into an easing cycle, liquidity conditions are supportive, while parts of Asia still
have room to ease amid high real rates. A barbell strategy balancing high-quality
growth with income-oriented assets remains well suited to navigating potential
volatility.

After hitting a multi-year high in late January from a three-month low in late
November, the KLCI’s recent slide appears to be a profit-taking pullback rather
than a trend reversal. We view the pullback as temporary, supported by resilient
GDP growth, undemanding valuations alongside stronger earnings growth, a
firm ringgit, and renewed foreign inflows, aided by narrowing US—Malaysia rate
differentials and foreign shareholding near record lows. Private consumption is
expected to drive Malaysia’s economic growth in 2026, supported by a tight
labour market, steady wages, strong household confidence, and growth in high
value sectors like Al, data centres, and advanced manufacturing. Key supports
include the SSPA Phase 2 rollout, the “Visit Malaysia 2026” campaign, and
government programs such as STR and Budi Madani. Finally, the upcoming
focus is on 4Q2025 earnings releases.
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The FBMKLCI Index gained 3.6% month-on-
month (m-o0-m) in January, closing at 1,740.88
points. Meanwhile, the Mid 70 Index rose by
4.2%, while the Small Cap Index increased by
1.5%. Sector-wise in January, the top-
performing sectors were Property, Finance,
and REITs, which rose by 9.2%, 9.2%, and
5.8% m-o-m, respectively. The worst-
performing sectors  were Healthcare,
Construction, and Energy, which declined by
2.5%, 2.2%, and 1.1% m-o-m, respectively.

After an outflow of RM22.3 billion in 2025,
foreign investors returned as net buyers, with
net inflows reaching approximately RM1.0
billion in January 2026. Separately, in January,
there were five listings on the Ace Market
(Semico Capital Bhd, SBS Nexus Bhd, Guan
Huat Seng Holdings Bhd, One Gasmaster
Holdings Bhd and ISF Group Bhd), and one
listing on the LEAP Market (Associated Air-Pak
Industries Berhad).

BOND

For the month of January, the yield for the
Malaysian Government Securities (MGS) for
the 3-year, 5-year, 7-year and 10-year changed
by Obps, +1bps, +6bps, and +1bps, closing at
3.00%, 3.27%, 3.43% and 3.50% respectively.

COMMODITIES & CURRENCIES

For the month of January, WTI crude oil rose
by 13.5% m-o-m, closing at US$65.2 per barrel,
while Brent crude rose by 16.1% m-o-m to
US$70.7 per barrel. Crude palm oil closed at
RM4,160/MT, rising 4% from the previous
month, while spot gold rose 8.6%, ending the
month at US$4,713.9/0z. Currency-wise, the
Malaysian ringgit appreciated by 2.8% m-o-m
against the greenback to RM3.9453/USD.
Meanwhile, the Dollar Index fell by 1.4%,
ending at 97.0 points.
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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 PhIIIIpMutuaI
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 It’s a Matter of Trust
are based on the law and practise currently in force in Malaysia and are subject to changes in such law without any notice.




