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MALAYSIA & REGIONAL

THE WEEK IN REVIEW (18-22 July 2022) & OUR MANAGERS' VIEWS

1. Government Finance: Malaysia’s Finance Minister said that Malaysia’s ability to borrow is limited as its
ratio of debt service payments to revenue may exceed 18% in year 2022. Hence, this may impact the
government’s ability to assist the people. Separately, it was reported that an alternative is in oil subsidy
targeting as the government’s 2022 subsidy bill is expected to hit RM78bn, the highest in the country’s
history. As such, we opine that policy rates will have to rise further to manage the weak Ringgit and reduce
imported inflation.

2. Politics: According to a poll conducted by the Merdeka Center for Opinion Research and presented at an
investor conference last week, Perikatan Nasional's approval rating has deteriorated since May 2020 on the
back of economic concerns (42%) and political instability (23%). This is expected to influence the timing of the
next general election. However, given the current low approval ratings, we believe that the elections will likely
to take place between February-March 2023 or June-July 2023.

3. Oil and Gas: Last week, crude oil prices rallied by 5% from $99/bbl to $105/bbl as news that Saudi Arabia
(the largest oil producer in the world) was unable to immediately increase its oil production. This comes after
Biden's visit to the country last Friday to negotiate an increase in oil supplies. This reinforces our view that the
oil supply remains structurally tight and we expect oil prices to remain high.

4. Technology: According to Bloomberg, Apple may slow hiring for some teams in 2023. Similarly, SK Hynix has
halted the expansion of its memory chip plant and tech giants such as Meta, Tesla and Micron are also cutting
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MALAYSIA & REGIONAL (cont'd)

5. Tourism: Based on Malaysia Airport's Passenger Traffic Snapshot for June 2022, international passenger
movements rose by 25% MoM to 1.3mil. This translates to 29% of June 2019 international passenger
movements. We expect the international passenger movements to improve further as many countries reopen
their international borders and ease their COVID policy. Thus, we remain positive on tourism-related
industries such as hotels, gaming and aviation as their earnings will recover to pre-COVID level.

6. Palm Oil (CPO): To boost exports and reduce excess stock in the country, Indonesia will have zero levy
during a 6-week period from 15 July to 31 August. Also, it may consider removing its Domestic Market
Obligation that requires companies to sell palm oil domestically. While this is negative on CPO prices in the
short term, we believe prices will normalize up once the excess stock clears. At an investor conference
recently, a major Malaysian CPO producer shared that the price has fallen to oversold levels and expects a
range of RM4,300 to RM4,500/ton. This is within our expected range of RM4,000-RM4,500/ton for 2H2022.

7. Flows: Last week, foreign investors were net buyers with a total net inflow of RM191mil after six
consecutive weeks of net outflows. However, local institutions and retail turned were net sellers. On a
sectoral basis, the industrial products and services, and transportation sectors saw the highest net foreign
outflows and financial services, technology and utilities have the highest net foreign inflows. We believe the
net inflows reinforces our view that Malaysia offers attractive valuations (see below) after the recent market
sell-off.
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MALAYSIA & REGIONAL (cont'd)

8. Valuation: In our view, despite recent gains in the KLCI performance, the market's valuations remain
relatively cheap. Based on KLCI level of 1,465.8 and using consensus market EPS integer of 104.1 for 2022, the
market is trading at a 2022 PER of 14.1. This is minus-1.3 standard deviation below its 5 years average of
16.1x. The market's price-to-book ratio (PBR) of 1.39 (below the 5-year average of 1.55x) and dividend yield
(DY) of 4.7% (above the 5-year average of 3.6%) are also supportive of the stock market. Finally, Malaysia is
now trading at an 11% premium against the Asia ex-Japan's PER, which is at the low end of its 5-year average
of zero to 40% premium (excluding the pandemic period in years 2020 and 2021).
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MALAYSIA

Exhibit 1: FBM KLCI and FBM Shariah Index
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MALAYSIA

Exhibit 5: Malaysia's Premium/Discount (%) to Asia ex-Japan based on Current PER (%) Exhibit 6: KLCI's 2022 Price-Earnings Ratio (PER, x)
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REGIONAL
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Exhibit 1: MSCI Country Performance Indices (1 Week, %)
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REGIONAL
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FOREIGN NET FLOWS
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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 Astute Fund Management Berhad (“AFMB”)
(formerly known as Apex Investment Services Berhad) and consequently no representation is made as to the accuracy or completeness of this document by AFMB and it should not be relied upon as
such. Accordingly, AFMB 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. AFMB 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. AFMB 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 AFMB 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 AFMB 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 AFMB. AFMB 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.

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.

Data, charts and news sources are derived from Bloomberg. Portfolio Managers' Views are from Astute Fund Management Berhad.
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