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MALAYSIA & REGIONAL
The Week in Review (27 Jan - 3 Feb 2023) & Our Managers' Views

Buy Steel on cheaper coal and China reopening: Although China resumed coal imports from Australia, coal prices fell from
$358/t to $247/t after China, the world's largest coal importer, reported record-high stockpiles. We believe this news benefits
steel producers because coal is the primary cost component. In addition, higher steel prices (riding on China's reopening) will
expand profit margins of steel producers. We are currently invested in local steel producers.

Reiterate to Buy Tech on Weakness: At a technology event, a foreign research house highlighted the relocation of outsourced
semiconductor assembly and testing (OSAT) businesses from China and into South East Asian ("SEA") countries, including
Malaysia for diversification purposes. We see this as a positive structural driver for Malaysia's tech sector and reiterate our view
to re-enter the sector once upcoming poor earnings are announced (see "Idea of the Week").

Stay invested in high dividend yield banks: According to Bank Negara Malaysia, the gross impaired loan ratio for Dec 2022
decreased for the fifth consecutive month to 1.72%. As such, we believe banks will write back their lumpy loan loss provisions to
support their earnings. In addition, the removal of prosperity tax, lower valuation losses from bond holdings, and further
expansion in net interest margin will support banks' earnings in 2023. We favour banks with higher dividend payout ratios.

Positive on China reopening and consumer discretionary: China's manufacturing Purchasing Managers Index (PMI) hit 50.1
in Jan-23, the first expansionary mode in four months. Given that the Services PMI was higher at 54.4, versus 41.6 in Dec-22, our
preferred focus in China is in consumer discretionary, after China said it will promote consumption as a key driver of an
economy facing headwinds from slumping export demand.

US raised rates by 25 bps: Although last week's rate hike was smaller (it was 50 bps in Dec-22 and 75 bps in Nov-22), the US 10-
year Treasury yield rose 41 bps to 3.525% after unexpectedly strong US data on hiring and wages. As peak US inflation is
already behind us, we believe US rates will top the 5.000% level in six months' time as implied by the futures market. We see
this coinciding with our positive view on the tech sector (item 2 above) which benefits from peak/lower interest rates.
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Valuation: KLCI valuation remains flat WoW. We maintain our view that the KLCI continues to remain cheap at a 2023 price-
earnings ratio ("PER") of 14.6x (-1.0 standard deviation, below its 5Y average of 16.1x). Price-to-book ratio and dividend yields
are also attractive at 1.4x (below the 5Y average of 1.55x) and 4.1% (above its 5Y average of 3.6%).




IDEA OF THE WEEK

Tech: Accumulate on Weakness as Semiconductor Downcycle Bottoms

Semiconductor Sales Index & YoY Trend - Reaching the Bottom of the Cycle

n Semiconductor Sales Cycle is Nearing Bottom

60.0 - r 40%
Based on our studies of the last six semiconductor "
d les (declining YoV rate of ch h 30 AT
owncycles (declining YoY rate of change), the current A !
. o p - 0,
downcycle began in July-21. g 400 [ Nl 20% 3
o \
. c ] >
We are currently in the 18th month of the downcycle as g ' o
»n 20.0 - - 0%
at Jan-23. Downcycles range between 9-28 months, or = | ‘ ‘
. 2100 A | Py -10%
= 19 months on average. " 14.7%
° I e
S . . T
3 Assuming that we are in an average downcycle phase, & S & F &
@ we believe the industry is nearing the bottom of the
(a) m Sales Index  s====YoY
T current downcycle.
® Source: Bloomberg, Astute FM Analysis
=
]
= . Co. X Share Price and Quarterly EPS - Trends Lower Upon Poor Earnings Release
2 n Buy on Weak Reported Earnings y . g
8 60.00 - 0.5000
o Based on our 10-year study, we found that tech share L 0.4500
c . . 50.00
g prices bottom when they announce weak earnings, but r 0:4000
b h . fi tin the followi ¢ o 4000 - 03500
5 show signs of improvement in the following quarters. 5 [ 03000
2 For illustration, we have included a study on a sample S 30.00 0.2500 &
< . . , , = I S
5 Malaysian tech stock price and its quarterly earnings > 000 ap 02000 5
[} ’ =« [ 0.1500
(%2} n n
3 ("Company X"). 10,00 = 0.1000
i = 0.0500
2. 0.0000

We expect tech earnings to remain weak for 4Q22 and
perhaps 1Q23. However, we will look to accumulate if &
share prices weaken as we expect that the sector will
resume growth in 2024.

e Price (LHS) e Quarterly EPS Announced +2 Months (RHS)

Source: Bloomberg, Astute FM Analysis
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MALAYSIA MARKET REVIEW

Tech & REIT outperformed as Malaysian government bond yields fell

Exhibit 1: KLCI vs Shariah Index Exhibit 2: USDMYR
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MALAYSIA VALUATIONS

Malaysia remains in BUY territory

Exhibit 5: MY's Premium/Discount (%) to ASEAN & Asia (on Current PER, %)
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Exhibit 7: KLCI's Price-to-Book Ratio (PBR, x)
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Exhibit 6: KLCI's Price-Earnings Ratio (PER, x)
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Exhibit 8: KLCI's Dividend Yield (DY, %)
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REGIONAL MARKETS REVIEW

Taiwan benefited from the slower pace of US rate hike

Exhibit 1: Country Performances Week-to-Date (%)
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Exhibit 3: Sector Performances Week-to-Date (%)
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Exhibit 2: Country Performances Year-to-Date (%)
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REGIONAL VALUATIONS

Asian valuations remain attractive despite the recent rally

Exhibit 5: Regional Price-Earnings Ratio (x)
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Exhibit 8: Regional Price-to-Cash Flow (x)
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REGIONAL VALUATIONS

Asian valuations remain attractive despite the recent rally

Regional Price-to-Sales Ratio (x)

24 3-Feb-23, 1.9
2.2

2.0

1.6 3-Feb-23,1.2

0.8 T T T T
28-Feb-18 28-Feb-19 29-Feb-20 28-Feb-21 28-Feb-22

e AXJP P/S (X) e ASEAN P/S (x)

Regional EV-to-EBITDA (x)
13.0 3-Feb-23,10.7
12.0
11.0
10.0
9.0 3-Feb-23,9.8
8.0
7.0
6.0
5.0

4.0 T T T T
28-Feb-18 28-Feb-19 29-Feb-20 28-Feb-21 28-Feb-22

AXJP EV/EBITDA (x) ASEAN EV/EBITDA (x)

Source: Bloomberg

9.0
8.5
8.0
7.5
7.0
6.5
6.0

Regional Price-to-EBITDA (x)

3-Feb-23,7.4

55 3-Feb-23,7.2
5.0
45 : r . :
28-Feb-18 28-Feb-19 29-Feb-20 28-Feb-21 28-Feb-22
e AX|P P/EBITDA (x) === ASEAN P/EBITDA (X)
Regional Net Debt-to-EBITDA (x)
25 3-Feb-23, 2.1
2.0 3-Feb-23, 1.4
1.5
1.0
0.5
0.0 : r . :
28-Feb-18 28-Feb-19 29-Feb-20 28-Feb-21 28-Feb-22
AXJP Net Debt/EBITDA (X) ASEAN Net Debt/EBITDA (x)



FOREIGN FUND FLOWS

Foreign funds have turned net buys of tech-heavy markets in North Asia

Exhibit 9: Selected ASEAN Equity Markets (Net USD mil)
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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.



