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Economic Highlights

• JP Morgan Global Manufacturing PMI rebounded to 55.0 in March 2021 from 53.8 in
December 2020

• US and Eurozone PMI improved in March 2021 at 59.1 and 62.5 respectively.
Likewise, Japan improved to 52.7 in March 2021

Source:  RHB AM, Bloomberg, 7 April 2021

Developed Market Manufacturing PMIsJP Morgan Global Manufacturing PMI

Source:  RHB AM, Bloomberg, 7 April 2021

US CPI and PPI Index US Average Hourly Wage Growth

• US inflation recovered to 1.7% in February 2021 from 1.4% in January

• US hourly wage growth increased by 4.4% in March 2021. Unemployment rate saw
improvement to 6.0% in March, down from 6.7% in December 2020

US

Global PMI

2

Source:  RHB AM, Bloomberg, 7 April 2021 Source:  RHB AM, Bloomberg, 7 April 2021

40

45

50

55

60

Ja
n

-1
4

Ju
l-

1
4

Ja
n

-1
5

Ju
l-

1
5

Ja
n

-1
6

Ju
l-

1
6

Ja
n

-1
7

Ju
l-

1
7

Ja
n

-1
8

Ju
l-

1
8

Ja
n

-1
9

Ju
l-

1
9

Ja
n

-2
0

Ju
l-

2
0

Ja
n

-2
1

 Global

44

49

54

59

64

Ja
n

-1
4

Ju
l-

1
4

Ja
n

-1
5

Ju
l-

1
5

Ja
n

-1
6

Ju
l-

1
6

Ja
n

-1
7

Ju
l-

1
7

Ja
n

-1
8

Ju
l-

1
8

Ja
n

-1
9

Ju
l-

1
9

Ja
n

-2
0

Ju
l-

2
0

Ja
n

-2
1

 Global  U.S.  Eurozone  Japan

-2

-1

0

1

2

3

4

2013 2014 2015 2016 2017 2018 2019 2020 2021

Consumer Price Index (yoy %)

PPI Final Demand (yoy%)

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

9.0

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Avg. Hourly Earnings (yoy %)



Barclays Global-Aggregate Total Bond Return Index 
vs G4 Central Bank balance sheet (% of GDP)

• Central governments around the globe have embarked on various measures to tackle
the Covid-19 situation, ranging across several rounds of monetary and fiscal policies

• Liquidity expansion helped support the market and several companies that were
impacted during this period

• Going forward, Central Banks are still considering the effect of Covid-19 and may look
to implement more measures wherever needed

Global 
MSCI World Net Total Return Index vs G4 
Central Bank balance sheet (% of GDP)

Economic Highlights

China

• China’s Caixin Manufacturing PMI declined to 50.6 in March from 50.9 in February and
Official PMI improved 1.3pts to 51.9

• ASEAN’s manufacturing PMI improved to expansionary territory in March 2021 at 50.8,
up from 49.7 in February

China PMIs (Caixin) Manufacturing PMIs
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Source:  RHB AM, Bloomberg, 7 April 2021Source:  RHB AM, Bloomberg, 7 April 2021

Source:  RHB AM, Bloomberg, 7 April 2021 Source:  RHB AM, Bloomberg, 7 April 2021
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Equity Market

Global
Global equities, as measured by the MSCI AC World Index, registered a return of 2.5% in the
month of March, bringing the year to date return to 4.2%. The best performing sectors
were utilities (+7.1%), consumer staples (+5.8%) and industrials (+5.5%). Amongst major
markets, in USD terms, Asia ex-Japan (-2.7%), Japan (+0.3%) and the UK (+2.1%)
underperformed, while the US (+3.6%) and Europe (+2.7%) outperformed.

With US President Biden getting his first major political victory after the $1.9 trillion
stimulus bill was signed into law in March, he subsequently unveiled his proposed
infrastructure package, calling for approximately USD2.25 trillion in spending. With
Republicans unlikely to support a plan with significant funding for “green” initiatives amid
substantial tax increases, Democrats will probably need to pass the plan through the
budget reconciliation process, which would require near-unanimous Democratic support.
This could result in a trimming in size. Yields continued to rise with the new fiscal impulse
in the pipeline and increasingly positive vaccine news in the US.

The FOMC delivered exactly what was expected. All policy settings were kept steady and its
dovish forward guidance remains unchanged. The Summary of Economic Projections were
released, where both the median GDP forecasts and the median core PCE forecasts are
revised upwards, while the unemployment improved. According to the Fed’s latest
projections, it will have met its dual mandate by the end of 2023, but no rate hike remains
to be seen until 2024.

The Eurozone and German inflation rate increased in March, but ECB President Lagarde
talks down any risk. Preliminary CPI for the Eurozone came in at 1.3% y/y, just below
expectations, which was higher than the 0.9% print for February. In Germany, CPI came in at
2.0% y/y, up from 1.6% in February, marking the highest level in almost two years. But the
move was in the headline component with the sharp increase in fuel costs. Unemployment
came in weak at -8K (-3K expected). ECB President Lagarde dismissed the upward pressure
in yields, saying that markets "can test as much as they want," implying that it would not
make a difference in the ECB’s policy stance. The ECB delivered a dovish hold as all rates
were kept steady and the PEPP envelope was left unchanged at EUR1.85 trillion. However,
the bank said it expects its asset purchases in Q2 “to be conducted at a significantly higher
pace than during the first months of this year.”
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Equity Market

The Bank of Japan widened its target range for the 10-year JGB yield to +/- 25 bps around
0% compared to the +/- 20 bps previously. Officials also eliminated the JPY6 trillion annual
target for ETF purchases while keeping the JPY12 trillion annual ceiling in place. It also
shifted the focus of its ETF purchases on the wider Topix rather than the Nikkei 225. BOJ
minutes reinforced the bank's pro-active yet accommodative mode. Indeed, the markets
should not perceive the change in ETFs purchases as tightening. March BOJ Tankan
suggested that business sentiment improves sharply, led by manufacturers.

During early March, China unveiled its macroeconomic targets for 2021 at the National
People’s Congress. The GDP growth target is conservative at “above 6%” and the plan
signals modest fiscal consolidation and credit tightening in 2021. Overall, fiscal policy
remains vigorous and proactive while monetary policy remains accommodative. Further
details of the 14th FYP were also released, with focus on self-sufficiency in foundational
technologies, domestic consumption, digitalization of the economy and green energy.
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Equity Market

Singapore

Singapore equity market gained 6.1% during March of 2021 (in local currency terms), while
SGD lost 1.1% vs. USD. Singapore’s Feb-2021 core CPI edged up marginally at 0.2% YoY. This
represented the first positive reading since Jan-2020. Singapore’s Ministry of Trade &
Industry (MTI) reiterated expectations for core CPI to average 0-1% but sees room for
upward revisions to headline CPI forecasts during April’s release of the Monetary Policy
Statement.

From the most recent data (up till Feb-2021), loan demand appears to be gradually
returning in Singapore. The latest round of bank data, that was provided up till Feb-2021,
showed that Singapore’s 3-Month Swap Offer Rate (SOR) rebounded. System loan balances
(Domestic Business Units [DBUs] + Asian Currency Units [ACUs]) rose 1.2% MoM in Feb-
2021, showing a third consecutive month of expansion. For DBU lending, the rebound in
Feb-2021 was led by lending into construction, manufacturing and trade finance. Consumer
loans continued their rebound with mortgages posting a sixth consecutive month of gains.
Singapore banks’ management teams have also echoed the view that they see loan demand
continuing to expand so far in 1Q2021.

During March-2021, the Singapore government also announced that Covid related
measures will see further easing. For example, work-from-home arrangements are no
longer considered default in Singapore and capacity limits for workplaces have increased
from 50% to 75%. Social gathering limits also see further relaxation – marriage events see
capacity limits raised to 250 from 100 and live performance events also have capacity limits
raised to 750 (with pre-event testing in place) and 250 (without pre-event testing in place).
Total number of doses of vaccines administered stood at 1.1m as of end March-2021 and
the government expects Singapore’s population to be fully vaccinated by end of 2021.

On the corporate news front, CapitaLand announced plans to privatise its property
development business, in order to lower the overall development and regulatory risks
faced. Post restructuring, the new entity will be renamed CapitaLand Investment
Management (CLIM) and it will manage SGD114.5bn worth of real estate assets-under-
management (AUM). Existing CapitaLand is expected to receive one CLIM share
(SGD2.823/share) for every CapitaLand (CAPL) share held. In addition, each shareholder will
receive SGD0.951 in cash and 0.143 to 0.155 CapitaLand Integrated Commercial Trust (CICT)
units for every share held. In total, the estimated total consideration of SGD4.102/share
implies a privatisation multiple of 0.95x P/NAV.



China/Hong Kong

MSCI China continued to drift lower in March, falling 5.9%, underperforming MSCI World
and EM by 8.2% and 4.5%, respectively. The sell-off was mainly targeted at Growth big-caps
and China ADRs, rather than broad-based, evidenced by the resilient performance of
median level stocks and SMID-Caps. Key drivers for the targeted correction include: i)
expectations of monetary normalization, along with extreme positioning dislocation; and ii)
regulatory and geopolitical overhangs.

Regarding sector performance in March, Value/cyclical laggards took the lead and unwound
the extreme dislocation between Growth vs Value. Utilities sector (+4.2%) was the best
performing sector, aided by its defensive nature, solid earnings results, and IPPs’ renewable
investment schemes. Financials (+1.6%) have stayed resilient, on the back of cyclical
recovery, and China banks’ improving asset quality and earnings growth outlook. However,
Communication Service (-10.2%) and Consumer Discretionary (-9.0%) that clustered with
Growth stocks were notable under-performers. As mentioned above, this is mainly driven
by style rotation, renewed delisting risks for ADRs, and heightened regulation on internet,
e-cigarettes, and after school tutoring sectors. Materials (-9.5%) have returned some of the
gains, in part due to the crowd position unwinding and strengthening USD. The weakness of
IT (-7.4%) is also worth noting, as the market revised down demand forecasts for Apple
supply chain.

March NBS PMIs beat expectations with a sharp rebound, following the notable decline in
Jan-Feb. The NBS manufacturing PMI rose to 51.9. Similarly, the NBS non-manufacturing
PMI rebounded sharply to 56.3 in March

We continue to expect China EPS growth to be sustained. Sector-wise, we favour new 
energy, materials and e-commerce this year. While the major COVID-19 beneficiaries are 
expected to stay resilient despite some fading effects. Further, positive vaccines 
announcement will help drive the laggards and value play, for example the banks and 
energy space. 

We continue our focus on domestic-oriented sectors as external headwinds and geopolitical 
tensions remains in discussion. We also expect consumer staples and healthcare to be more 
resilient to potential second wave risks. Additionally, we are positioned in sectors that could 
benefit from a more permanent change in consumer behavior due to the outbreak include 
healthcare/grocery retailers/ online gaming/e-commerce. We are also mindful of policy 
tailwinds in consumer real estate and infrastructure FAI.

Equity Market
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Indonesia

Strong market rally since beginning of 4Q20 have led to profit taking measures in January
as the rally was too fast considering global economic recovery is still in early progress.
Global market rebounded in February as positive sentiment on global economic recovery
continued following vaccination program in many countries including Indonesia. Good news
on Novavax vaccine efficacy rate and the authorization of Johnson & Johnson (J&J) vaccine
by FDA also fueled more optimism. However, concern on rising UST 10 year yield as market
expecting inflation pick up in the US, have limit the rally in EMs. Entering March, rising UST
yield amid inflation pick up expectation in the US and lockdown measures in several
countries due to Covid-19 outbreak were remain the main concerns for investors. Investors
lowered their exposure in EMs (considered risky assets) and back to the US/DMs. Embargo
on vaccine export produced in EU and India also provide additional risk to EMs as most
countries’ vaccination programs including Indonesia are dependent on those vaccine. JCI
drop 4.1% MoM in March resulted flat performance of 0.1% YTD. After recorded inflow of
total USD 1 Bn in first two months, foreign investors took out USD 186 Mn in March and it
lowered YTD total foreign inflow to USD 847 Mn.

On bond market, after experiencing strong rally in the last few months, the domestic bond
market in the month of January closed lower. Furthermore, in February, BI made another
25 bps cuts in interest rates, sending our interest policy rate to a new low of 3.5%.
Meanwhile, inflationary pressure was still low. Still, although domestic environment remain
relatively supportive, IndoGB recorded a loss of 1.5% MoM compared to -0.70% in previous
month, as the yield spiked was largely driven by foreign outflows starting the second week
of Feb-21 following to rising in UST yield. In March, volatility in the government bond
market increase quite a lot. The 10yr yield moved in the range of almost 30 bps from the
highest of 6.80%, before eased to 6.7% territory at end of the month. In general, IndoGB
recorded another negative performance of -0.2%, although it was better compared to
previous month at -1.5%. External pressure linger and triggered foreigners to reduce their
position by around IDR 20 Tn during the month.

Going forward, we view that onshore support remain solid, specifically from banking as
liquidity ample. Participation from retail or individuals have been significantly increasing in
the past three months, higher compared to other institutional investors, including
insurance and mutual fund. In the near term, we anticipate that volatility may remain,
impacted by these US-centric factors, before finding its path for consolidation.

We view equity market will move at short range considering some volatilities may exist in
the near term and investors will be more on wait and see mode. Rising UST yield will
remain the main concern while on domestic factor, investors would closely watch how the
Government of Indonesia handle Covid-19 vaccines supply issue. In addition, Indonesia
economic numbers and corporates 1Q21 results reporting in the next few months would
determine the progress of economic recovery.



Malaysia

FTSE Bursa Malaysia Kuala Lumpur Composite Index losses continued in the new year due
to the steep rise in the new Covid-19 cases in Malaysia. The government reintroduced the
Movement Control Oder (MCO) for 14 days in six states effective 13 January 2021. Political
uncertainty is also back in the spotlight after UMNO split its support for Parti Pribumi
Bersatu which threaten the position of the government. Emergency declaration by the King
until 1 August 2021 added more negative news to the local market sentiment. However,
military will not impose a curfew or take control of the nation as the emergency declaration
was due to the health issue.

The local market continued with weak performance in February and March primarily due to
the rising global bond yield concern. Glove stocks continued to drag KLCI Index lower
amidst the commencement of the National COVID-19 Immunization Programme from 24
February 2021. Banking stocks failed to shine despite Bank Negara Malaysia (BNM) kept
interest rates unchanged at 1.75%.

The renewed coronavirus concerns due to extension of lockdown measures in several
countries in Europe weighed on investor sentiment. Investor confidence was shaken after
Germany, Europe’s biggest economy, and the Netherlands extended lockdowns and
imposed new travel and business curbs in response to spikes in infection. In addition, the
World Health Organization announced that the weekly global death toll from the virus is
rising again following six weeks of declines. Meanwhile, U.S. health agency claimed that the
AstraZeneca Plc vaccine developed with Oxford University may have included outdated
information of which has raised concerns among investors.

The sentiment was weak due to the concerns over steep rise in the US10Y government
bond yield. The negative sentiment was further dampened after U.S. Securities and
Exchange Commission revived threats to remove China’s largest corporations off U.S.
bourses, compounding concerns of a widening domestic antitrust crackdown.

The fifth stimulus was announced in January by the government named “Perlindungan
Ekonomi dan Rakyat Malaysia” assistance package, or PERMAI, worth RM15bn. With that,
the total cumulative stimulus worth RM320bn, or equivalent to 20.4% of GDP. The
government claimed that financing the PERMAI assistance package would be from re-
allocation of existing funds based on current priorities and through more prudent spending.

Equity Market
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The government then announced in March a RM20bn stimulus (“PEMERKASA”). New fiscal
injection amounts to RM11bn or 0.7% of GDP. Blanket MCO will not be implemented but
will instead focus on clusters and localities. Vaccination allocation increased from RM3bn to
RM5bn and the government will speed up achieving herd immunity initially planned from
first quarter 2022 to end of 2021. The government stated that the Federal Government's
debt to gross domestic product ratio forecast to remain below the 60% limit despite an
increase in national debt, while fiscal deficit is expected to rise to 6.0% from an earlier
estimate of 5.4%.

Meanwhile, Malaysia 4Q GDP stood at -3.4% YoY and full year 2020 stood at -5.6%. This is
lower than Bank Negara’s forecast range of -3.5% YoY to -5.5% YoY, and also be lower than
the Ministry of Finance’s target of -4.5% YoY. the International Monetary Fund announced
that Malaysia economy is set to recover in 2021, with growth projected at 6.5%, driven by a
strong recovery in manufacturing and construction.
Bank Negara Malaysia (BNM) also came out with wide GDP growth projection of between
6.0% to 7.5% this year. The economic recovery is expected to be uneven as it depends on
several factors including the course of the COVID-19 pandemic and vaccine rollout, the
extent of external spillovers, sector-specific developments, and the degree of improvement
in the labour market. BNM remains optimistic that the GDP will be likely to return to pre-
Covid 19 levels by middle of 2021. The projection has also taken into consideration that
herd immunity will only be achieved in the first quarter of 2022 or earliest by end of 2021
and in a phased manner..

Equity Market
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U.S. Treasuries and G10 Bonds

On US economics, the Institute of Supply Management (“ISM”) Purchasers Manufacturing
Index for March 2021 exceeded expectations at 64.7, 3.9 points higher than January’s 60.8,
as all but one of the 18 components in the headline number reported growth, though
purchasing managers have reported that companies and suppliers continue to struggle to
meet the increasing rates of demand due to the effects of COVID-19 limiting availability of
parts and materials. US Initial jobless claims unexpectedly rose slightly to 719k in the week
ended March 27, thought the 4 week moving average is still trending lower. Non-farm
Payrolls for March 2021 soared by 916 thousand jobs, exceeding consensus expectations of
a gain of 660k jobs. The rise in NFP was led by a 280,000 surge in leisure and hospitality
while construction payrolls jumped 110,000 after dipping in February amid severe winter
weather. Manufacturing employment increased by 53,000 last month, the biggest advance
since September 2020. March 2021 unemployment rate fell to 6% YoY. Average Hourly
earnings has dropped to 4.2%YoY (-0.1% MoM).

During the FOMC on 17th March 2021, the fed fund target rate was kept unchanged at
zero-bound, Fed chair Jay Powell reiterated the commitment toward the 2 goals of
maximum employment and inflation sustainably at 2% while looking through the current
rise in inflation as transitory in nature. At least 9 million jobs are still lost since the onset of
pandemic and this is mainly attributable to leisure tourism and hospitality, where reaching
maximum employment may not be as quick as anticipated. “Until we give a signal, you can
assume we are not there yet,” Powell said after the Fed held rates near zero and signaled
they’d stay that way through 2023. “As we approach it, well in advance, we will give a signal
that, yes, we’re on a path to possibly achieve that, to consider tapering.”

In general US Treasury yields have continued their sell-off in March by another 30bps,
namely due to the USD$1.9T fiscal package officially passed through the senate and House,
the potential of a further USD$2.25T infrastructure package, the increased optimism from
the vaccinations globally, the expiration of the Supplementary Leverage Ratio or SLR on the
31 March 2021, as well as reduced dealer liquidity toward quarter end as well as FYE for
some banks. Recall that the SLR was effectively introduced a year ago at the height of the
pandemic which temporarily lets banks exclude U.S. Treasuries and deposits with Federal
Reserve banks, from its calculation of their capital ratios.

At the end of March 2021 close, the benchmark 2-, 5-, 10-, 20- and 30-year UST were last
traded at 0.16% (February-2021: 0.13% +3 bps), 0.94% (0.73%; +21bps), 1.74% (1.40%;
+34bps), 2.31% (2.04%; +27bps) and 2.41% (2.15%; +26bps) respectively. US Treasuries
ended the month bear flatter from 10y onwards due mainly to the surge in 10y yields on
risk-on sentiment.
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Ringgit Sovereign Bond

On the local rates, both Malaysia’s sovereign papers ie; Malaysia Government Securities
(“MGS”) and Malaysia Government Investment Issues (“MGII”) continue to be adjusted
higher on overall weakness seen in UST yields which at some point reached its peak at
around 1.78% during the month of March 2021. Nevertheless, the movement has been
capped to that level where we see some support and since then, it hovered around 1.68%-
1.73% for some sign of stabilization. Locally, the local bond space further extended its
weakness and the 10-year yield has moved to its peak of 1.50% level on weak sentiments
before it stabilized and hovering around 3.25% at the month-end. Towards the end of the
month, we saw demand for the local government securities emerging following decision of
FTSE Russell to retain Malaysia in the World Government Bond Index (“WGBI”). This is a
positive news for local bond market and it has lifted sentiments especially from offshore
investors’ perspective given the certainty now and the risk of exclusion from the WGBI has
now been completely removed. Local government space saw the yields flatten towards the
end of the month with longer-end being sought after based on attractive valuation as a
result of continuous selling pressures for the past three months. In addition, a well-received
long-end auction of newly issued 20-year MGII maturing September 2041 further exhibited
solid support with bid-to-cover (“BTC”) ratio recorded a healthy 2.58x which is the second
highest BTC achieved for the year of 2021.

Month-on-month, MGS curve was flattening with the long-end yields highly sought after
towards the end of the month. Overall, the 3-, 5-, 7-, 10-, 15-, 20- and 30-year MGS closed
the month at 2.17% (Feb-2021: 1.95%), 2.66% (2.34%), 3.10% (2.85%), 3.26% (3.10%),
3.91% (3.82%), 4.22% (3.94%) and 4.37% (4.29%) respectively. On the other hand, action on
the GII – the Shariah compliant version of MGS, appeared to also been in a same trend of
flattening bias. At month end, the 3-, 5-, 7-, 10-, 15-, 20- and 30-year GII were reported at
2.12% (Feb-2021: 2.03%), 2.48% (2.01%), 3.05% (2.48%), 3.36% (2.74%), 4.00% (3.43%),
4.37% (3.60%) and 4.27% (4.65%) respectively.
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On the local economic front, Malaysia’s Consumer Prices Index (“CPI”) increased by 0.1%
based on year-on-year following a declined figure of -0.2% in January 2021. The increase in
overall index was driven by miscellaneous goods and services (+1.6%), food and non-
alcoholic beverages (+1.4%), alcohol beverages and tobacco (+0.7%), health (+0.7%) and
furnishings, household equipment (+0.3% which contributed around 50.7% of overall
weight. The CPI's transport segment declined on cheaper petrol and diesel retail price
compared to a year ago. In the statement, the Department of Statistic Malaysia (“DOSM”)
said the average price of unleaded petrol RON95 in February 2021 decreased to RM1.96
per litre compared to RM2.07 in February 2020 amid persistently soft global crude oil
prices. Going forward, overall inflation is expected to pick up on improvement in global oil
prices coupled with low base effect. The upward pressure from demand side is expected to
be muted as the pace of recovery in domestic consumption will be patchy and uneven.
Meanwhile, price pressure from other product categories is expected to remain mild given
the lack of demand-pull pressure. This shall allow BNM to maintain an accommodative
policy stance in the foreseeable future even as real interest rates are expected to turn
negative momentarily starting next month.
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Ringgit Corporate Bond

In the Malaysian Ringgit corporate bond/sukuk space, overall monthly trading volumes in
secondary market has stalled during the month, following the surging of yields in
government securities space during the early part of the month which caused investors to
remain cautious as corporate spreads laggard. Nevertheless, most of the trading activities
during the month appeared to be skewed towards A segment which improved by 8.38%
during the period. Overall, secondary corporates trading volume recorded MYR8.3 billion,
flat and not much changes compared to MYR8.5 billion recorded in previous month. The
average daily volume recorded approximately around MYR413 million in March 2021,
compared to MYR471 average daily volume recorded in corresponding month. In summary,
during the month, a combination of Government Guaranteed (“GG”) and AAA space top
the transaction activities at 63% followed by AA space by 32% and single-A or lower by 5%.

Within the Government Guaranteed (“GG”)/AAA space, Danainfra Nasional Berhad top the
transaction volume with over MYR760 million recorded across the tenors which saw the
yield closed in average around 43 bps higher month-over-month. The maturity of 2028
garnered the highest trading activities for Danainfra at MYR130 million. Meanwhile in AAA
space, Sarawak Energy Berhad successfully garnered secondary market interest with over
MYR450 million transaction volumes for an average moved of 57 bps higher on adjusted
level following movement in government securities’ yield.. Elsewhere in AA-rated space,
YTL Power International Berhad top the trading activities with MYR200 million transacted
with yields seen closed 40 bps higher. Meanwhile, in A-rated space, AmBank Islamic Berhad
sub-ordinated paper attracted some MYR100 million transaction activity. The yields
transacted higher by 90 bps during the month.
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Outlook & Strategy

The main theme for 2021 will be on vaccines and economic recovery from the
repercussions of the 2020 pandemic although Covid-19 infections are currently still raging
on. Monetary policy will therefore be likely to remain accommodative across both
Developed Market and Emerging Market economies in the near to medium term. IMF in
their April 2021 report projects global growth to grow 6% in 2021 and moderating to 4.4%
in 2022 amid additional fiscal support in larger economies and the inoculation trajectory to
power recovery in 2H 2021. Recall that 2021 global growth in their January 2021 report
was projected at 5.50%. However, this could be a bit optimistic amid uncertainty on
renewed virus waves and new mutations of the Covid-19 virus emerging despite recent
vaccine approvals US politics under Democrat Joe Biden will be one of the key factors to
watch out for while US-China tensions remain wildcards. Global markets continue to
witness volatility with heightened geopolitical tensions while monitoring how re-opening
unfolds. The broader focus will be more on income preservation in light of lower global
rates for longer as global economies begin the move toward sporadic and hopefully
sustained recovery from the devastating effects of COVID-19 on the economy.

In domestic front, at its second Monetary Policy Meeting (“MPC”) the year, Bank Negara
Malaysia (“BNM”) held the Overnight Policy Rate (OPR) at 1.75%. This came in line with
Bloomberg market consensus and economist expectations. This marks the fourth straight
meeting that BNM kept rates on hold. The Statutory Reserve Requirement (SRR) was also
kept unchanged at 2.00%. The next scheduled Monetary Policy Committee (MPC) decision
is on 6 May 2021. In its statement, BNM highlighted that growth is expected to improve
from the second half of the year driven by the recovery in global demand, increased public
and private sector expenditure as well as more targeted containment measures following
the roll-out of domestic Covid-19 vaccine programme. Growth will also be supported by
higher production from existing and new manufacturing facilities, particularly in the E&E
and primary-related sub-sectors, as well as oil and gas facilities. Nevertheless, BNM also
highlighted that the growth outlook remains subject to downside risks, stemming mainly
from ongoing uncertainties in developments related to the pandemic, and potential
challenges that might affect the roll-out of vaccines both globally and domestically.
Although BNM continued to highlight potential downside risk and reiterated that future
monetary decisions will be data dependent, BNM’s assessment painted a less negative
outlook compared to their previous assessment in January 2021. The current Movement
Control Order (“MCO”) has been relaxed to allow most economic activities to resume from
March 2021 onwards, with exception of interstate travel.
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Malaysia’s external sector is projected to recover further in tandem with the global
economy. In term of inflation trajectory, BNM highlighted that headline inflation is
anticipated to temporarily spike in the second quarter of 2021 due to the lower base from
the low domestic retail fuel prices in the corresponding quarter of 2020, before moderating
thereafter. Underlying inflation is expected to remain subdued amid continued spare
capacity in the economy. The outlook, however, is subject to global oil and commodity
price developments. Despite expectations of further improvements, underlying economic
conditions are unlikely to warrant any rate adjustments this year. Despite expectations for a
pick-up in Growth Domestic Product (“GDP”) in 2021, we expect parts of the economy will
continue to face challenges, unemployment rates to stay elevated above pre-pandemic
levels, and spare capacity to prevail this year. As such, we expect BNM to keep the OPR
unchanged at 1.75% for the rest of the year.

Our strategy premised on the view that BNM is expected to maintain the Overnight Policy
Rate (OPR) at 1.75% for 2021. The OPR will remain accommodative and BNM’s assessment
in terms of monetary policy will be data driven, as announced on 31 March 2021 coinciding
with key BNM annual reports being released on the day. With this view, we remain
positioned to capture opportunities to actively trade in the government securities space as
volatility is expected to present value from a risk-reward perspective especially on recent
yields’ correction which deemed healthy and more attractive compared to previously. In
addition, FTSE Russell recently just announced to retain Malaysia in the flagship World
Government Bond Index (“WGBI”) and that the risk of exclusion has now been completely
removed. This addresses the concern in the MGS market that has been lingering for two
years. It is anticipated that with this announcement will lift sentiments in the local bond
market especially from an offshore investor’s perspective given the certainty now. We are
already seeing improvement in term of positive sentiment in the local bond market as
government securities were lifted from sellers and prices have gone higher. The yield curve
positioning and timing during the periods of market volatility are both crucial and will be
key determinants in delivering performance this year. In the corporate space, we will
remain selectively invested with the focus on high quality credit for portfolio yield
preservation and given the attractiveness of the current credit spread. We are likely to see
the spike in bond yields and level peaked from here with the 10-year MGS yield at around
3.49%- 3.50%, its highest yield for YTD 2021 despite OPR being at 1.75%. While we expect
market can remain volatile in the short-term arising from the US economic developments,
the local economic recovery is still relatively uneven as there are still challenges in other
sectors in the economy. In a broader outlook global central banks including the US Federal
Reserve are still expected to keep policy rates low to support economic activities arising
from the impact of Covid-19. With these factors, we foresee that bonds/Sukuks remain
relevant as an investment to navigate these uncertainties at the same time in a strive for
income given that fixed deposit rates would continue to be low in the medium term.
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Commodity Market
Oil

Oil prices received a boost early in 2021, with supply cuts led by Saudi Arabia announced Jan
of 2021. The largest producer within OPEC announced unilateral production cut of
1mmbbls/day and this helped pushed (Brent) crude prices up from USD50/bbl towards
USD60+/bbl as of end 1Q2021. Saudi Arabia originally announced its 1mmbbls/day cut will
last till March-2021 but has now further extended it till end April-2021 and continues to
monitor the situation on a month-by-month basis. In the first week of Apr-2021, it is expected
that OPEC+ will likely increase output gradually from May-2021 onwards.

On the demand side of the equation, gradual recovery of economic activity is also expected as
vaccines availability increases and vaccination efforts progress. YoY demand growth has more
or less reverted to a neutral position in 1Q2021 (compared to sharp YoY demand fall
throughout 2020). Positive YoY demand growth seen in Non-OECD countries offsetting still
weaker YoY demand in OECD countries. As a result of supply curbs by OPEC+, total oil
inventories (including all on land, floating and in-transit) continues to trend down since start
of 2021 – falling from approx. 8,300mmbbls (peak in 2020) to roughly 7,805mmbbls as of end
Mar-2021. Risks of supply increase from Iran, OPEC+ and structural shift towards renewables
will continue to put a lid on upside of oil prices going forward.

Source: Bloomberg. 7 April 2021

Brent ($/bbl)



16

Commodity Market

Copper

Copper prices continue to trend up since the start of 2021. Demand for the commodity
continues to be driven by growth in electric vehicles and other “green demand” factors
(renewables such as solar) while supply from mines continue to face pressure. US’s recently
revealed USD2trillion infrastructure plan could provide another medium-term source of
construction boom that boosts “traditional” copper demand. Copper prices are therefore
likely to remain elevated in the near-term due to the confluence of these factors.

Source: Bloomberg. 7 April 2021

Gold

Despite a more tolerant stance announced by the US Federal Reserve towards inflation, gold
prices have weakened during 1Q2021. Gold prices were negatively impacted during the
period due to US 10-year yield’s increase and strengthening of USD. The Federal Reserve’s
indication that they will retain an accommodative monetary policy stance till the economic
recovery is on firmer footing and also wait till the labour market is close to full employment
before taking any action. We believe this allow inflation to “overshoot” and could be a
supportive factor for gold prices in the medium term.

Source: Bloomberg. 7 April 2021
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This update has been prepared by RHB Asset Management Sdn Bhd (“RHBAM”) and is solely for your information only. It may
not be copied, published, circulated, reproduced or distributed in whole or part to any person without the prior written consent
of RHBAM. In preparing this update, RHBAM has relied upon and assumed the accuracy and completeness of all information
available from public sources or which was otherwise reviewed by RHBAM. Accordingly, whilst we have taken all reasonable
care to ensure that the information contained in this update is not untrue or misleading at the time of publication, we cannot
guarantee its accuracy or completeness and make no representation or warranty (whether expressed or implied) and accept no
responsibility or liability for its accuracy or completeness. You should not act on the information contained in this update
without first independently verifying its contents.

Any opinion, management forecast or estimate contained in this update is based on information available as the date of this
update and are subject to change without notice. It does not constitute an offer or solicitation to deal in units of any RHBAM
fund and does not have regard to the specific investment objectives, financial situation or the particular needs of any specific
person who may receive this. Investors may wish to seek advice from a financial adviser/unit trust consultant before purchasing
units of any funds. In the event that the investor chooses not to seek advice from a financial adviser/unit trust consultant, he
should consider whether the fund in question is suitable for him. Past performance of the fund or the manager, and any
economic and market trends or forecast, are not necessarily indicative of the future or likely performance of the fund or the
manager. The value of units in the fund, and the income accruing to the units, if any, from the fund, may fall as well as rise.

Investors are advised to read and understand the contents of the relevant Prospectus / Master Prospectus / Information
Memorandum / Replacement Master Prospectus and its relevant supplemental prospectuses (if any) for the Funds, all of which
have been registered with the Securities Commission Malaysia before investing in any Fund. Copies of the Prospectuses are
available at all authorized distributors of RHBAM. Any issue of units to which the Prospectuses relate to will only be made on
receipt of an application form referred to in and accompanying copy of the Prospectuses. If in any doubt, consult your banker,
lawyer, stockbroker or an independent financial adviser. Investors should consider the fees and charges involved. Past
performance is not necessary indicative of future performance. Investors should note that prices of units and income
distributions payable, if any, may go down, as well as up.

RHBAM wishes to highlight the specific risks and other general risks are elaborated in the Prospectus / Master Prospectus /
Information Memorandum.

This document has not been reviewed by Securities Commission.


