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Regional

1.

At Bloomberg's New Economy in Forum last week, former US Secretary of State
Henry Kissinger said that this virtual summit between US President Joe Biden
and Chinese leader Xi Jinping marked a "good beginning" for the world's two
largest economies to avoid a conflict. The meeting went on longer than
expected and more details from this summit have now been revealed.
Foremost from official press statements to the media is the US stance on the
importance of its "One China" policy while at the same time the concerns over
Chinese behaviour that threatens stability in the Taiwan Straits. Military talks
between the US and China has now been elevated to its highest level and
priority. Many will remember Henry Kissinger's trips to Beijing in 1971 that
paved the way for the President Richard Nixon's historic trip to China in 1972.
The talks would ultimately conclude with a rapprochement between the United
States and China, and the formation of a new strategic anti-Soviet Sino-
American alighment. Fast forward to 2021; in the aftermath of Covid-19
pandemic, and the rising risks of a repeat of Russia's annexation of Crimea in
2014 on Ukraine and the migrant crisis on the Belarus-Poland border, the US
could ill afford to be dragged into military confrontations on multiple fronts
having just completed the withdrawal from Afghanistan. Between the two
evils, China is seen as the lesser evil, just like it was in 1972. The US-China
conflict is as bad as it can be and should only get better.
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2. US Federal Reserve Chair Jerome Powell has kept his job. We are of the view
that inflationary pressure is likely to remain elevated into the first quarter of
2022 due to the low base effect from last year. On the same night of Powell's
reappointment, Treasury Secretary Janet Yellen reiterated her view that the US
should get closer to its 2% inflation target by the second half of 2022. Implicit
in that statement is a 'Treasury Department directive' to Powell to look beyond
the near-term inflation numbers? The market will test the US Fed's
independence especially if the data gets more uncomfortable. We share the
same view that inflation is likely to ease by the second half of 2022. However,
we are also of the view that the last 25 years of low inflation caused by
imported deflation from China will be replaced by a period of sustainably
higher inflation (but lower than current levels) as a result of imported inflation
from China.

3. Economic data-points out of China appear to suggest that the situation is not
as dire. Both retail sales and industrial production for October surprised
positively against consensus while fixed asset investments only lagged
marginally. In particular, the better industrial production number would
indicate some normalisation to the power shortage situation. High frequency
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data can be noisy and one month does not make a trend. Data-points from
subsequent months will tell if China has turned the corner. The latest PBOC
Quarterly Monetary Policy Report saw phrases such as "controlling the valve on
money supply" and "not flood the economy with stimulus" being removed.
Premier Li Kegiang has repeatedly warned of the many challenges to keep the
economy stable recently. Thus, while we continue to maintain our view that
the near-term monetary easing momentum will be measured, we remain
constructive as we expect broader stimulus measures to kick in next year. Any
pickup in the Chinese economy will be good for the Asia region that is
increasingly more aligned to China's fortunes.
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Malaysia

1.

The KLCI closed at 1,523 @ 18.11.21, a decline of 5.1% MoM. Last week, Metals
& Mining (+3.4%) and Technology (+2.9%) were the best performing sectors. In
contrast, Small Caps (-1.9%), Oil & Gas (-1.9%) and REITs (-1.8%) were the worst
performing sectors. Year-to-date @ 18.11.2021, the KLCI has retreated by -6.4%.

Earlier this week, the United States (US), China and India agreed to release their
strategic petroleum reserves to cap the sharp rise in oil price. This comes as
OPEC+ refused to further increase its planned production capacity, having
agreed to a 400,000 bpd increase earlier this year. News of this release of oil
reserves caused a sell-off in oil earlier this week. However, we view this to be a
short-term solution to a long-term problem as reinvestment rates into new
projects remain low. Overall, the outlook remains supportive for a higher oil
price environment in 2022 as oil demand progressively returns. We are invested
in the oil & gas sector.

Semiconductor inventory levels in China increased in 3Q21, exceeding total sales

for the quarter. This has sparked worries on a potential weakening of end
demand. However, global peers saw an opposite trend as sales remained strong.
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We attribute this to the nature of China’s semiconductor industry which tends to
be more commodity-like versus its global peers that are more specialized.
Hence, we anticipate some pockets of weakness in semiconductor demand and
are watching these developments closely.

The Malaysia market has corrected 2.5% since the announcement of Cukai
Makmur in the 2022 Budget on 29.10.2022. The tax is expected to raise between
RM3 - 4bil (source: MoF statements, CIMB report). In our view, the KLCl’s
valuations remain undemanding. Based on KLCI level of 1,523 @ 18.11.2021 and
using consensus market eps integer of 105 for 2022, the market is trading at a
PER of 14.5x (see Exhibit 5). This is -1 standard deviation below its long-term
mean of approximately 15.7x. The market PBR of 1.5x (below 5-year average)
and DY of 3.9% (above 5-year average) are also supportive of the stockmarket
(see Exhibit 6 & 7). Finally, Malaysia is trading at a 1% discount with Asia ex-
Japan’s PER — at the low end of its 5-year range of 0% to +40% premium if the
pandemic period in 2020 was excluded (see Exhibit 8).
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Exhibit 1 : FBMKLCI Consensus Earnings Per Share (EPS) @ 18.11.21
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Exhibit 2 : Sector Performances (Week-on-Week) @ 18.11.21
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Exhibit 3 : Sector Performances (Year-to-Date) @ 18.11.21
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Exhibit 4 : Performance of Indices (Year-to-Date) @ 18.11.21
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Exhibit 5 : KLCI 12M Forward PE Ratio @ 18.11.21
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Exhibit 6 : KLCI 12M Forward PB Ratio @ 18.11.21
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Exhibit 7 : KLCI 12M Forward Dividend Yield @ 18.11.21
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Exhibit 8 : Malaysia’s Relative PE to the Region
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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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