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By remaining invested over time, you can better positioned to ride out volatility. Invest based on your long-term
objectives and life goals.
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"Buying's easier,
selling’'s hard —
It's hard to know

when to get out."”
» Seth Klarman

Foreword

nvestors had a good run in 2024, with most local funds re-
porting positive returns.The top 20 funds look almost cer-
tain to deliver returns of 25% to 35% this year.

After several years of lacklustre performance, fund man-
agers finally have a reason to smile. Be that as it may, sev-
eral fund managers Wealth spoke to say they will have to

remain on their toes in 2025.

Why? For one, the global investment landscape is changing,
especially when Donald Trump returns to the White House
in January. There is little doubt that markets will be volatile
next year as the US-China trade war is expected to escalate.

On the local front,winds of change are blowing across the
asset management industry. In 2024, unit trust funds were
almost slapped with unprecedented capital gains tax and
foreign-sourced income tax. Meanwhile, digitalisation has
been altering the investment behaviour of the masses at a
faster pace while new investment platforms and innovative
instruments continue to enter the market.

Given this fast pace of change,which players made an im-
pact on the wealth management industry? In this year-end
issue, Wealth talks to individuals and entities that played a
key role in adapting to the swift changes.

Among them are Kaleon Leong, CEO of the Federation
of investment Managers Malaysia (FIMM), who represent-
ed the asset management industry in lobbying against the
new taxes to be imposed on unit trust funds, and Muzzaffar
Othman, former CEO of Amanah Saham Nasional Bhd, who
digitalised the business of one of the country’s largest unit
trust companies.

Muzzaffar was promoted to group chief operating officer
of Pemodalan Nasional Bhd shortly after the interview with
Wealth.

We also spoke to Ng Keng Sing, CEO of BR Capital, a plat-
form that opens new doors for investors to access the bond
market directly,and Kashminder Singh, co-founder of equity
crowdfunding platform pitchIN, which rolled out new and
exciting solutions for investors this year.

of course, we also look back at 2024 and at how develop-
ments dunng the year will impact 2025.We hope these stories
will give you a sense of where the markets and asset manage-
ment industry are heading next year.

Happy reading and have a Happy New Year!

Kuek Ser Kwang Zhe
Editor
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YEAR IN REVIEW

BY KUEK SER KWANG ZHE AND CHELSEA LEE JIA SHI

or some years now, the

Malaysian stock market

has been a laggard and re-

turns have not been excit-

ing.However, things took a

turn for the better in 2024
and most fund managers are re-
porting higher returns. Still, they
remain cautious on the year ahead,
asvolatility and uncertainty are ex-
pected to persist.

The local market barometer, the
FBM KLCI,was up by about 14% in US
dollar terms, including capital gains
and dividends, as at mid-December.

“Itis the best-performing market
in Asean this year. Banks and utili-
ties were the outperformers,” says
David Loh Chou Yit,deputy head of
equity at AHAM Asset Management.

Morningstar’s database shows
that 105 out of 112 Malaysia large-
cap equity funds,including conven-
tional and Islamic funds, recorded

 year-to- -date (as at Dec 13) returns
_ rangmg fmm 0. 01% to 3? 05%

| most of the Vears {

low single-digit total returns, in-
cluding dividends. If you exclude
dividends, there are more negative
than positive years, at least in the
past decade.

“2024 was a very good year, espe-
cially in the first half. Malaysia was
one of the best-performing indexes
in Asia,” he notes.

FACTORS BEHIND
MARKET RALLY
Some reasons for the local stock
market rally included earnings
growth, rising foreign direct in-
vestments (FDIs) and the more sta-
ble political landscape.

Clement Chew, CEO of Astute
Fund Management Bhd, attributes
the strong rebound of the local mar-
ket to positive earnings growth as
local companies are making better
profits than before.

Earnings growth has always been
the biggest driver of the local stock
market’s perfornlance.(]ore earnings
of the local compames had fa]lenm |




Compounding Power

Compounding grows wealth by generating returns on returns. Potentially, the longer you invest, the more it

multiplies, even through market ups and downs.

We have seen a big
rebound in earnings
growth this year,
which is a big relief. In
line with the earnings
growth, the market has
been up by over 10%. -

Chew,
Astute Fund Management

Loh Jia Ying, senior portfo-

lio manager at KAF Investment

- Funds, concurs that rising FDIs

have been a catalyst. “You're not

~ just talking about the semicon-

~ du and tech sectors; other in-

- dustries s such as the construction

1nf1'astructure are also ben-

eﬁtmg from it in different ways
and at different stages,” he says.

Lee Sok Yee, chief mvestment: s

officer at Kenanga Investor E
shares this view, noting
MalaYSIEII e ONCQ nr""'
nesse,d..%t; n. : m h driv
en bY N 1NCre !!1 FDIs a1
“ exports, whmh*re ounded f

a low base last year |

‘ Gsicreated opportuniti

2025

2024 was a very good year,
especially in the first half.
Malaysia was one of the
best- performing indexes
in Asia.” - Tan
KAF Investment Funds

for alpha generation, particularly
through large-cap stocks in the
construction and property sec-
tors,” she says.

Principal Asset Management
Bhd chief investment officer Lee
Chun Hong,who oversees its eq-
uities investment, cites political
stability and clearer guidance on
govemment policies as key factors.

He says *fﬂre_lgn exchange

olit ical stability,
ng pﬂre stand out

If you look at the
broader market, only
about half or less than
half of the stocks are
positive year-on-
year. The year is still
going to end well, but it
could have been much

better.” > Jia Ying,
KAF Investment Funds

UNWINDING OF
YEN CARRY TRADE
SPARKED FEARS

Still, 2024 wasn’t without turbulence.
There have been pockets of volatility,
such as during the unwinding of the
yen carry trade in August.

The yen carry trade refers to in-
vestors borrowing from countries
with low interest rates,such as in
Japan,and investing the money in
higher-yielding assets elsewhere,
which could be in stocks, bonds
or other assets denominated in
other currencies, such as the US
dollar (USD).
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Trade diversion
and supply chain
reconfiguration will
continue to benefit
companies with
proven execution.
While tech hardware
is often talked about,
we think the software
sector will also benefit
from rising corporate
IT (information
technology) spending
and the data centre fit

out phase.” - [ ce,
Kenanga Investors

When the Bank of Japan raised
interest rate unexpectedly in late
July to 0.25% from zero, the Jap-
anese yen appreciated sharply
against other currencies and ren-
dered yen-denominated loans more
expensive to be repaid. Investors
globally started to unwind their
yen carry trades by selling off as-
sets, causing a ripple effect across
global markets.

As aresult,the KLCI,which had
rallied strongly since the start of
the year, fell 5.7% to 1,537 points on
Aug 5 from 1,630 points just four
days before.The index rebounded
to over 1,688 points during end-Au-
gust before falling back to 1,608
points as at Dec 12.

KAF’s Jia Ying says the broad-
er Malaysian market hasn’t per-
formed aswell as expected nearing

I
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We expect robust GDP
growth to continue,
driven by policy follow-
through and a pick-up
in FDIs, especially in
the data centre space.
Corporate earnings
should follow suit, and
the street is forecasting
another year of double-
digit growth in 2025.”

> Chou Yit,
AHAM Asset Management

the end of the year. “If you look at
the broader market,only about half
or less than half of the stocks are
positive year on year. The year is
still going to end well, but it could
have been much better.”

He says a widely accepted nar-
rative on why the local stock mar-
ket didn’t experience a strong re-
bound after August was because
fund managers and local institu-
tions had locked in their gains ear-
lier and weren’t actively deploying
funds into the market to protect
their profit.

Kenanga’s Lee lists the unwind-
ing of the yen carry trade as one of
the key events in 2024, as it even
sparked recession fears in the in-
vestment world.

“Key macro events such as the
first US interest cut in the current
market cycle and the outcome of
the US presidential election also
created volatility in bond yields,
the USD and global fund flows,
further influencing portfolio ad-
justments,” she adds.

WHAT WILL 2025 BRING?

The consensus view is volatility
and uncertainty.
“Next year is going to be a very
volatile year,” says KAF’s Tan.
Astute Fund Management’s
Chew an uphill battle for fund

*| managers and investors alike, es-

pecially those who invest in the

local market.For one, the US-China

trade war is expected to escalateas
Donald Trump takes over the pres-
CONTINUES ON PAGE 6
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For the Next Generation

Long-term investing isn’t just about you — it’s about creating a legacy. Set up a future your loved ones can count

on and build a brighter tomorrow for the next generation.

YEAR IN REVIEW

USD supremacy

might return

FROM PAGE 5
idency.He has already proposed to
impose a 60% tariff on China and
20% on everything else the US im-
ports,which will have far-reaching
implications on global trade and
economic growth.

“Going forward, we are likely
to see [economic| growth down-
grades because of tariffs,especially
on China,which will affect all the
trade linkages in the Asean coun-
tries,” he says.

Forex will once again return to
centre stage.The market saw the
Chinese yuan weaken against the
USD during Trump’s first presi-
dency. A similar scenario could
play out in 2025.

The Chinese yuan traded at
7.28 against the USD as at Dec 14.
It could weaken to 7.4, or even up
to 8, against the dollar in 2025,
depending on the situation, says
Chew.This will bring down Asean
currencies,including the ringgit,
as their strength is positively cor-
related with the Chinese yuan.

“That’s my concern next year.
Economies will have to downgrade
GDP growth and corporate earn-
ings will be affected. Then there
is currency. If the yuan reacts to
the tariff, Asean currencies will
weaken. Dollar supremacy will
return,” he says,adding that funds
globally have,in fact,been flowing
back into the USD.

What about inflation? Chew
isn’t too worried about inflation
in the US, based on the data he has
gathered. He says about 10% of US
consumption is imported,of which
11% are from China. Meanwhile,
26% of US investment spending is
on imported products and services,
of which 21% is related to China.

Looking at those figures, the
impact of tariffs on US inflation
isn’t significant, which probably
explains why Trump isn’t worried
about increasing tariff rates on
China, he says.

Other than lower economic
growth and aweakening currency,a
risk that some Malaysian investors
might have overlooked is whether
the local companies will be im-
pacted by the US-China trade war.

“Malaysia and Vietnam are
quite closely linked to China. So,

there is some possibility that we
might get hit with tariffs.Youal- |
| readysee this playing outin solar %-'
[cells].This is another risk that 'm |

— q‘"ﬁ'?‘ '1. P Y TR
=28 B

worried about,” says Chew.
The bright side is that EDIs will

k ontlnue to flowinto Asean coun-

tries on the back of the “China plus
one” trend, with Malaysia being ~
one of the biggest begeﬁciaries

P | Whlle the outlook fornext Ve:;né

et I'EIIl&lIlS unce the. 11

OPPORTUNITIES AHEAD

Meanwhile, AHAM’s Chou Yit re-
mains optimistic on the Malay-
sian market going into 2025, driv-
en by a combination of factors. “A
stronger economy, higher earnings
growth and the ringgit’s recovery
are primary drivers of the market.
We expect the robust GDP growth
to continue, driven by policy fol-
low-through and a pick-up in FDISs,
especially in the data centre space.
Corporate earnings should follow
suit, and the street is forecasting
anotheryear of double-digit growth.

“In terms of valuations, the KL.CI
remains cheap despite the strong
rally this year.If Malaysia continues
to outperform its peers economical-
ly,the KLCI can shift from neutral to
premium valuation in 2025,” he says.

Chou Yit will remain focused on
the utilities and property sectors.
The former is due to the setting up
of data centres locally,which will
drive a lot of demand for power or
electricity.

He believes that the higher in-
come levels of the people and the
massive wealth creation from the
Malaysian stock market rally will
spur property sales.

From a regional perspective,
Chou Yit sees the local market as
a “steady long-term compounder”
within its portfolio. “While the
KLCI may not offer the eye-catch-
ing upside often seen in developed
markets, it is relatively more resil-
ient and offer predictable returns.”

Kenanga’s Lee agrees, noting
that the infrastructure and prop-
erty sectors should continue to stay

I'l
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Performance of FBM KLCI, Asean and Asia-Pacific indices
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on their growth path while data
centres enter the construction and
fit-out phase.

She also favours the healthcare
players, including the glove com-
panies.“Rising healthcare demand
post-Covid,coupled with hospital
capacity expansions, provides a
strong growth backdrop for the
sector. The glove sector is seeing
rising average selling price (ASP)
and capacity utilisation.”

Lee also likes specific counters
in the consumer sector, includ-
ing retail real estate investment
trusts (REITs) and consumer sta-
ples companies that will benefit
from wage hikes, higher disposable
income of the people and rising
in-bound tourism.

She keeps her faith in the tech-
nology sector,but her focus is more
on the software providers. “Trade
diversion and supply chain recon-
figuration will continue to bene-
fit companies with proven exe-
cution. While tech hardware is
often talked about, we think the

Top 20 best-performing local funds

year to date (as at Dec 16)
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software sector will also benefit
from rising corporate IT (informa-
tion technology) spending and the
data centre fit-out phase.”

In 2025, Lee says the Kenanga
Growth Fund Series 2, one of the
best-performing funds investing
locally this year,will focus on iden-
tifying “laggard plays” with high
valuations in the high-growth
sectors.The challenge is to strike
a balance between investing in
growth and value companies.

Jia Ying agrees that the obvious
beneficiariesin 2025 are companies
thatwill benefit from the data centre
trend, including those in the con-
struction and infrastructure sectors.

However, he says investors
should conduct their own due dili-
gence with the courage to be a con-
trarian sometimes. As bottom-up
investors, KAF’s Tan and Jia Ying
generated attractive returns for
their investors by betting on com-
panies in the oil and gas industry
this year. Many investors avoided
it due to environmental,social and
governance concerns while oth-
ers were worried that Petroliam
Nasional Bhd (Petronas) may lose
a portion of its revenue following
the appointment of Petroleum Sar-
awak Bhd (Petros) as the sole gas
aggregator in Sarawak.

Yet, the duo stayed invested in
specific oil and gas (O&G) com-
panies that provide maintenance
services,such as offshore support
vessel (OSV) companies.They rea-
soned that the capital expendi-
ture (capex) by major oil and gas
companies such as Petronas has
been deferred for some time. But
that money has to be spent, not
just to maintain their oil and gas
production activities, but also to

ensure the safety of their workers.

The news flow surrounding Petros
doesn’t change such a fact.

The duo is rewarded with the
outperformance of their funds this
year when the O&G companies re-
corded strong earnings.

SEMICONDUCTOR

SECTOR LOSING LUSTRE?
The outlook for the semiconductor
sector, de5p1te the d1g1tal15at10n

narrative,is on the 51de of cautu}n-
% in the shorter term.. -

Sept

Oct Nov Dec

While recognising that the sec-
tor has attracted FDIs this year,
fund managers are receiving feed-
back from industry players saying
earnings recovery is expected to
be delayed.

“The recovery has been pushed
to the second half of 2025 or even
2026 at the moment.There are no
signs that the demand for inven-
tory building is coming back and
inventories are being run down,”
says Chew.

He notes competition in the
sector from the Chinese players.
“Increasingly, we hear competi-
tion increasing in the space of
semiconductor equipment where
Chinese companies are doing more
and eating into the market share
of local companies.

“We are a bit concerned about
that now. What we are hearing is
that more Chinese companies are
relying on Chinese suppliers, so
they are doing their own [semicon-
ductor] packaging as well.

“The valuations of these com-
panies (local semiconductor play-
ers) may not be the same moving
forward.Their [PE] multiples may
drop if their market share is taken
by the Chinese companies,” he says.

Principal’s Lee shares simi-
lar concerns, as he has also been
receiving feedback from indus-
try players saying the rebound
in earnings is expected to come
later,some as late as the first half
of 2026.1t is not surprising, he says,
due to the ongoing trade tension
between the US and China.

Sales of automobiles have been
slowing and the Chinese car mak-
ers are winning the EV market
share globally, he adds. “Chinese
car manufacturers don’t outsource
[their operations] much to players
outside of their own country.And
the margin is very thin.So,Malay-
sian [semiconductor| companies
are going through a destocking
phase at the moment,” he says.

Lee adds that semlconductor
companies that will do well movmg
f{}nw*ard are thase that can ride ,e
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