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A brief on global markets and investment strategy

Key Highlights

« The S&P 500 rose 2.90%, supported by softer inflation data and dovish
remarks from Fed officials, lifting expectations for rate cuts later this year.

» Core CPI increased 0.2% in December, with headline inflation easing to 2.9%,
signaling moderating price pressures.

* Retail sales grew 0.4%, while the Producer Price Index (PPI) increased by a
modest 0.2%.

* Donald Trump begins his second term as US President this week, with
renewed focus on trade tensions and economic policies likely to influence
global markets.

* The MSCI Asia ex-Japan Index rose 1.02%, led by robust earnings from
TSMC, which lifted tech stocks across the region.

+ China’'s Q4 GDP exceeded expectations at 5.4%, with strong retail sales and
industrial production showing signs of recovery amid ongoing policy support.

* A call between Donald Trump and Xi Jinping offered temporary relief for
Chinese equities, though trade tensions remain a key overhang as Beijing
signals readiness to counter potential tariffs.

* Indonesia outperformed following a surprise 25 bps rate cut by Bank
Indonesia, while Thailand faced headwinds from local economic challenges.

+ The KLCI Index declined by 2.20%, weighed down by concerns over US Al
chip export restrictions on Tier 2 and Tier 3 countries, including Malaysia.

+ Data centre-linked stocks such as Gamuda and Mah Sing experienced
significant sell-offs, with valuations sharply de-rated amid market concerns.

MALAYS'A + The broader market, including technology stocks, faced pronounced selling
T=h pressure, reflecting a broad-based reaction to the chip restriction news.

» Further downside should be limited at this stage, as valuations offer a
degree of support. However, a meaningful rebound is unlikely until greater
clarity emerges surrounding US policy on chip restrictions.
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US equities rose last week with the S&P 500 index closing 2.90% higher, following a softer inflation
reading which helped lift expectations that the US Federal Reserve (Fed) would be able to stay on
track to cut interest rates in the later part of the year.

US core consumer price index (CPI), which excludes volatile food and energy costs, rose by 0.2% in
December after four consecutive months of 0.3% gain led by a deceleration in prices of core goods.
Headline reading increased a seasonally adjusted 0.4% on the month, putting the 12-month inflation
rate at 2.9%.

Similarly, the producer price index (PPI) increased by a modest 0.2%, falling short of market forecasts.
Meanwhile, retail sales rose 0.4% last month after an upwardly revised 0.8% growth in November,
further underscoring consumer resilience.

A key Fed official Christopher Waller also struck a dovish tone, noting that progress in curbing inflation
may warrant additional rate cuts this year. Waller's remarks, alongside improving inflation gauges,
reinforced market optimism about the Fed’s shift toward monetary easing. These developments
suggest that the US economy remains resilient, even as inflationary pressures appear to moderate.

In Asia, the MSCI Asia ex-Japan Index rose by 1.02% last week, buoyed by optimism over potential
US rate cuts and robust earnings from Taiwan Semiconductor Manufacturing Company (TSMC).
TSMC, the world’s largest contract chipmaker, reported stronger-than-expected results, providing a
significant lift to technology stocks across the region.

China’s fourth-quarter GDP grew by 5.4%, exceeding market expectations. December’s retail sales
rose 3.7% year-on-year, surpassing forecasts of 3.5%, while industrial production grew by 6.2%. While
the latest economic data tentative signs of a recovery boosted by a raft of policy measures from
Beijing, the risk of trade tensions with the US remain a persistent overhang.

A phone call between Donald Trump and Xi Jinping drew attention. While the leaders exchanged
positive remarks, historical patterns suggests that such cordial interactions have not deterred Trump
from implementing additional tariffs on China in the past. Despite providing a temporary boost to
Chinese equities, investors remain cautious, recognising that the trade tensions between the US and
China are unlikely to ease significantly in the near term. As Donald Trump begins his second term this
week, Beijing has signalled readiness to implement more stimulus measures to counter the impact of
looming trade tariffs.

Within ASEAN, market performance diverged. Indonesia outperformed, with its equity market rallying
after Bank Indonesia surprised with a 25-bps rate cut, lowering its benchmark rate to 5.75%. This
policy move temporarily boosted market sentiment. In contrast, Thailand continued to face pressure
from local challenges, while Singapore and other regional markets remained subdued.

Portfolio activity remained steady last week, with no significant adjustments to holdings. Cash levels
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Global & Regional Equities (cont’)

across portfolios were maintained between 3% and 10%, reflecting a cautious yet opportunistic
approach to current market conditions.

Updates on Malaysia

The Malaysian equity market faced headwinds last week, with the KLCI falling 2.20%, while the
broader FBM 100 index was down 2.4%. This brings Malaysia’s year-to-date (YTD) performance to a
decline of approximately 5% thus far.

The primary drag on sentiment stemmed from the US government’s move to impose Al chip export
restrictions on tier 2 and tier 3 countries, including Malaysia. This policy shift significantly impacted
sectors tied to the data centre (DC) theme, triggering a broad sell-off across related stocks.
Construction and property stocks with exposure to the DC theme, such as Gamuda and Mah Sing,
bore the brunt of the sell-off. Gamuda’s valuation experienced a sharp de-rating, while Mah Sing
surrendered much of its earlier gains from the DC rally.

The correction was not confined to DC-linked names with the weakness extending across the broader
market. Even unrelated sectors, such as technology, experienced significant selling pressure. The swift
and pronounced sell-off suggests that market participants have largely priced-in the impact of the Al
chip restrictions, with many funds giving up earlier gains tied to the DC narrative.

Looking ahead, the local market should stabilise, as valuations across affected sectors have reached
more palatable levels, offering a degree of support. However, a meaningful rebound is unlikely until
greater clarity emerges on the US government policy for chips as US President Donald Trump begins
his second term this week.

On portfolio positioning, cash levels range between 5%-10% across our domestic funds. While we
have trimmed positions in select names, we refrained from wholesale selling during the recent
weakness. Beyond the DC narrative, we believe that Malaysia’s broader fundamentals remain intact,
underpinned by steady economic growth, political stability, and policy reforms.

Fixed Income Updates & Positioning

Last week, investment-grade (IG) credit spreads remained stable at 73 basis points (bps), reflecting
steady demand for higher-quality issuers. In contrast, high-yield (HY) spreads widened by 25 bps to
4.26%, driven largely by weakness in the Chinese HY segment. Key contributors to this weakness
included Global Logistics Properties (GLP), Vanke, and Longfor Group Holdings Limited, which faced
increased investor scrutiny. Adding to the pressure, New World Development (NWD) weighed heavily
on market sentiment as concerns over the vulnerabilities of the property sector persisted.

On a more positive note, Adani Group experienced some relief, gaining approximately one point after it
was reported that Hindenburg Research had ceased operations. This development boosted sentiments
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Fixed Income Updates & Positioning (cont’)

on the Adani complex. However, the broader HY market remained under strain, with Vanke Group
emerging as a notable concern. Reports surfaced that Vanke’s CEO had been detained by authorities,
although he later addressed the media through a local reporter. Despite this clarification, the market
remains cautious about the company’s ability to meet its debt obligations, further amplifying unease in
the HY space.

In the primary market, we participated in the Al Rajhi AT1 USD Sukuk, which offered a yield of 6.25%.
Additionally, we took part in Nippon Life’s Euro-denominated subordinated bond, priced attractively at
4.11%.

Among other notable deals, Great Eastern issued an AT1 USD bond priced at the tight end of
guidance, around 5.4%. However, we opted to pass on this deal, as it did not offer sufficient value.
Since issuance, the bond has widened by approximately 10 basis points and has now stabilised at
around 5.5%.

Back home, the domestic bond market was stable last week. Overall yields increased slightly by 1 bps
on a week-on-week basis. However, the 10-year and 30-year Malaysian Government Securities (MGS)
yields remained unchanged. As of last Friday, the 3-year MGS was at 3.46%, the 10-year MGS at
3.82%, and the 30-year MGS at 4.18%.

The highlight of the week was the issuance of the 15-year Malaysian Government Investment Issue
(MGII). The total issuance size was RM 4 billion, with RM 3 billion available for public auction and RM
1 billion privately placed. The auction was met with exceptionally strong demand, achieving a record
bid-to-cover ratio of 4.3 times—the highest ever recorded for an ultra-long-tenor auction. The
successful yield was at 3.974%, and following the auction, the sukuk was actively traded in the
secondary market, closing the week 1 bps lower at 3.96%. Looking ahead, the next auction will feature
a 3-year Gll with an estimated issuance size of RM 5 billion, without any private placement. This
shorter tenure is expected to attract more interest from banking books compared to institutional
investors.

In the corporate bond space, LBS Bina Group Bhd opened a book for a 7-year paper with an issuance
size of RM 400 million. The initial price guidance was set at 5.01%, but strong demand tightened the
final price to 4.81%, reflecting a 20-bps reduction. Despite the robust demand, we did not participate in
this issuance.

This week, all eyes are on Bank Negara Malaysia's (BNM) first Monetary Policy Committee (MPC)
meeting of the year, scheduled for Wednesday. We anticipate no changes to the Overnight Policy Rate
(OPR), which is expected to remain stable at 3%.

Our current portfolio duration stands between 4.8 years and 6 years, with cash levels maintained below
5%. Last week, we were net sellers, taking advantage of strong demand in the secondary corporate
bond market to sell some of our holdings in corporate bonds with tight valuations.

- END -
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Index Performance | 13 January — 17 January 2025

US - S&P 500

Hong Kong - Hang Seng Index
MSCI AC World Index

MSCI Europe

Shanghai Shenzhen CSI 300 Index

January 2025

29
2.7
26
23
2.1

CRUDE OIL 1.7
Blomberg Asia REIT Index 1.3
MSCI Emerging Markets 1.2
MSCI Asia ex Japan 1.0
Indonesia - Jakarta Composite Index 0.9
Taiwan - Stock Exchange Weighted Index 0.6
Gold 0.5
MSCI Asia ex Japan Infrastructure 0.4
Korea - Stock Exchange KOSPI Index 0.3
Singapore - Straits Times Index 0.2
Australia - ASX200 Index 0.2
FTSE ASEAN40 -0.1
MSCI AC Asia ex Japan Small Cap -0.5
India - S&P BSE India Sensex -1.0
Japan - TOPIX -1.3
Japan - Nikkei 225 Index -1.9
Thailand - Stock Exchange of Thailand -2.0
Philippines - Composite Index -2.2
FTSE Bursa Malaysia KLCI Index -2.2
FTSE Bursa Malaysia Small Cap Index  -2.3

Index Chart: Bloomberg as at 17 January 2025. Quoted in local currency terms.

Disclaimer: This article has been prepared by AHAM Asset Management Berhad (hereinafter referred to as “AHAM Capital”) specific for its
use, a specific target audience, and for discussion purposes only. All information contained within this presentation belongs to AHAM Capital
and may not be copied, distributed or otherwise disseminated in whole or in part without written consent of AHAM Capital. The information
contained in this presentation may include, but is not limited to opinions, analysis, forecasts, projections and expectations (collectively
referred to as “Opinions”). Such information has been obtained from various sources including those in the public domain, are merely
expressions of belief. Although this presentation has been prepared on the basis of information and/or Opinions that are believed to be
correct at the time the presentation was prepared, AHAM Capital makes no expressed or implied warranty as to the accuracy and
completeness of any such information and/or Opinions. As with any forms of financial products, the financial product mentioned herein (if
any) carries with it various risks. Although attempts have been made to disclose all possible risks involved, the financial product may still be
subject to inherent risk that may arise beyond our reasonable contemplation. The financial product may be wholly unsuited for you, if you are
averse to the risk arising out of and/or in connection with the financial product. AHAM Capital is not acting as an advisor or agent to any
person to whom this presentation is directed. Such persons must make their own independent assessments of the contents of this
presentation, should not treat such content as advice relating to legal, accounting, taxation or investment matters and should consult their
own advisers. AHAM Capital and its affiliates may act as a principal and agent in any transaction contemplated by this presentation, or any
other transaction connected with any such transaction, and may as a result earn brokerage, commission or other income. Nothing in this
presentation is intended to be, or should be construed as an offer to buy or sell, or invitation to subscribe for, any securities. Neither AHAM
Capital nor any of its directors, employees or representatives are to have any liability (including liability to any person by reason of
negligence or negligent misstatement) from any statement, opinion, information or matter (expressed or implied) arising out of, contained in
or derived from or any omission from this presentation, except liability under statute that cannot be excluded.
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