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Global Equity Market Review And Outlook
Global equities performance, as measured by the MSCI AC World Index, reported a gain of +1.9% during March 2022.
US equities reported a gain of +3.4%, Europe was -1.6%, and Japan was -1.4% (in USD terms) during the same period.
Asia Pacific ex Japan (APAC) recorded loss of -2.9% (in USD terms), with Korea (-0.3%), Taiwan (-2.4%), Hong Kong
(-0.5%), and China (-8.0%) in USD terms in Mar-2022. ASEAN countries were relatively stronger during the period, with
Indonesia +2.1% being the best performers, followed by Singapore +0.5%, Malaysia -1.1%, Thailand -1.8%, and
Philippines -2.5% (in USD terms). (Source: Bloomberg, 31 March 2022)
The Federal Reserve (“Fed”)’s post-Federal Open Market Committee (“FOMC”) messaging continues to be hawkish.
Market expectations for Fed tightening continues to intensify since the 15 March 2022 to 16 March 2022 FOMC meeting.
50bp hikes for 4 May 2022 and 15 June 2022 are both much priced in with a total of more than 8 hikes this year. The
selloff in global bond markets continues. The long end is being pressured by heightened inflation fears, while the short
end is being pressured by expected central bank policy responses. While it is not our base case, we acknowledge that
the risks of a hard landing are there. A portion of the United States (“US”) yield curve has inverted and this bears close
watch. Separately, oil prices fell on reports the Biden administration plans for drawdown of its Strategic Petroleum
Reserve.
European Central Bank (“ECB”) officials continue to tilt hawkish. Chief Economist Land acknowledged that liftoff could
be seen later this year, noting that “there are scenarios where it would be appropriate to start to normalize interest rates
later this year. And then, of course, there are scenarios where it could be appropriate to move at a later point.” However,
Lane stuck with his baseline that “Inflation will decline later this year and will be a lot lower next year and the year after
compared to this year.” He added that he sees “quite significant and substantial” drops in sentiment indexes for
consumers and businesses and are a “major concern.” World Interest Rate Probability (“WIRP”) currently shows liftoff
is priced in for the 21 July 2022 meeting.
China’s high-powered Financial Stability and Development Committee (“FSDC”), led by Vice Premier Liu He, held a rare
meeting in mid-March 2022 to send some key signals directly to the markets, including addressing key market concerns
on macro policy stance, property risks, US-listed China American Depositary Receipt (“ADR”), and regulations on
internet-platform companies. That marked a historic day in China/Hong Kong equity markets as Chinese stocks,
especially China Internet stocks, made historically high gains in a single session, with some China internet stocks up as
high as 50% in a single day.
In a State Council meeting led by Chinese Premier Li Keqiang, the cabinet called for monetary policy to sustain credit
growth at a stable pace. Policymakers also pledged to take other measures to support the economy and to refrain from
any measures that could hurt sentiment in the financial markets. It’s worth noting that earlier this month, policymakers
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announced CNY2.5 trillion ($395 billion) of tax cuts for this year, the fifth cut in a row for a cumulative total of nearly
CNY10 trillion ($1.6 trillion) in relief. Premier Li called tax cuts “fertilizer applied directly to the roots” of the economy.
This was after Premier Li said the growth target for 2022 of “around 5.5%” will be a challenging and will require additional
stimulus measures, including possible tax relief. China reported soft official Purchasing Managers Index (“PMI”) readings
for the month of March 2022. Manufacturing PMI came in at 49.5 vs 49.8 expected and 50.2 in February 2022, while
non-manufacturing PMI came in at 48.4 vs 50.3 expected and 51.6 in February 2022. As a result, the composite fell
sharply to 48.8 vs 51.2 in February 2022, the lowest since February 2020. Caixin also reported weak manufacturing
PMI at 48.1 vs 49.9 expected and 50.4 in February 2022. Given that the lockdowns have spread and intensified, the
readings for April 2022 would continue to be weak. The economy is clearly slowing from the latest pandemic wave and
the growth target for this year of “around 5.5%” looks increasingly difficult to achieve. As a result, it’s clear that more
stimulus measures will be seen soon, both fiscal and monetary. The central bank divergence and narrowing interest
rate differentials may continue to weaken the yuan.
Negotiations are still ongoing on, as such, the Ukraine crisis is far from over and any escalation or drag would have
negative impact on the global economy. Markets should prepare for an extended period of heightened volatility. Any
risk rallies will likely to be short-lived until a resolution to this crisis comes into focus. In previous geopolitical shocks
(outside of World Wars), markets typically overreact before making back their losses. One recent example was the Gulf
War, where the S&P market was down 17% initially, but in 4 months, it recovered back to previous peak levels.
The global economy has enjoyed substantial recovery over the course of 2021 as the world continues to adapt to living
alongside COVID-19 in a post-pandemic world. This year the world finally begins to rebuild itself and learns to coexist
with COVID-19 for the foreseeable future in a ‘new normal’ scenario till COVID-19 is ultimately being consider be treated
like the flu in the global set-up.
With pandemic fears gradually easing and governments scaling back lockdown measures globally support the restart,
we are cautiously optimistic this year though the markets may prove to be bumpy and volatile, caught in the cross winds
of new virus strains, supply-driven inflation and interest rate hikes.
As the post-pandemic landscape continues, earnings are likely to remain relatively supportive for the global market. We
prefer companies with pricing power as inflation remain relatively higher than pre-pandemic level driving major central
banks to tighten as economy recovers. We reiterate our strategy towards reflation and value names amid rising interest
rates as well as reopening plays as more nations move from pandemic to endemic. Our portfolio continues to be positive
on structural shifts such as carbon-neutral industries and technology innovation.
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Economic Highlights
Global PMI
JP Morgan Global Manufacturing PMI
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JP Morgan Global Manufacturing PMI remained expansionary at 53.0 in March 2022 as compared to 54.3 in
December 2021.



Both the US and Eurozone PMI remained expansionary at 58.8 and 56.5 in March 2022 as compared to 57.7
and 58.0 in December 2021 respectively. Similarly, for Japan, PMI expansionary at 54.1 in March 2022 vs 54.3
in December 2021.

US
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US inflation surged to 7.9% in February 2022 from 7.0% in December 2021.



Unemployment rate improved to 3.6% in March 2022 from 3.9% in December 2021 amid recovery and US hourly
wage growth improved to 6.7% in February 2021.
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Global
Barclays Global-Aggregate Total Bond Return Index vs
G4 Central Bank (“CB”) Balance Sheet (“BS”) (% of GDP)

MSCI World Net Total Return Index vs G4 Central Bank
Balance Sheet (% of GDP)
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In March 2022, the Fed has its first interest rate hike of 25bps. Post-FOMC message continue to be hawkish
and market are expecting 50bps rate hikes in May 2022 and June 2022, with a total of 8.3 hikes pricing in
for year 2022.



In the US, the Fed continued its Quantitative Easing (“QE”) while in Europe, the ECB is expecting to end
asset purchases as early as June 2022 and hiking rates as early as July 2022. On the other hand, China cut
its policy rate amid “pro-growth stability” direction
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 The Caixin Manufacturing PMI declined to 48.1 in March 2022 from 50.9 in December 2021 and Official PMI
declined back into contraction territory at 49.5 in March 2022.
 ASEAN’s manufacturing PMI remained expansionary at 51.7 in March 2022 vs 52.7 in December 2021.
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China/Hong Kong
MSCI China declined 13.8% in Hong Kong Dollar (“HKD”) terms in quarter 1 (“1Q”) 2022. Faced with a weaker macro
environment propelled by the downturn of the Property sector and increasing COVID-19 cases placed pressure on the
financial markets and news on sustained tension between the US and China. Furthermore, the Russia Ukraine tensions
added to the risk off sentiment in late February 2022. This led to a spike in price for commodities across the board which
we anticipate will start squeezing margins for the downstream sectors.
In March 2022, China saw another COVID-19 case spike caused by the highly infectious Omicron variant. Local daily
new cases surged to over 1k on average in March 2022, with Jilin and Shanghai facing the most severe challenges at
the moment. The Politburo meeting in late April 2022 is critical. If economic growth pressure deteriorates further,
additional policy support may come from more rate cuts, new efforts to stabilize the housing market and likely fiscal
transfers to targeted households. Consensus is expecting about a 1% cut to 1Q 2022 Gross Domestic Product (“GDP”)
due to the impact of the lockdowns in tier 1 cities.
China’s high-powered Financial Stability and Development Committee (“FSDC”), led by Vice Premier Liu He, held a rare
meeting to send some key signals directly to the markets, including addressing key market concerns on macro policy
stance, property risks, US-listed China American Depositary Receipts (“ADRs”), and regulations on internet platform
company. That marked a historic day in China/Hong Kong equity markets as Chinese stocks, especially China Internet
stocks, made historically high gains in a single session, with some China internet stocks up as high as 50% in a single
day.
The Chinese government is placing its focus on the Chinese Property sector to ensure its stability. We have been
witnessing a supply side policy support but lately there has been more demand side policy e.g lowering regulation
requirements to own properties and also reducing mortgage rates. These policy supports are also increasing in the tier
1 and 2 cities instead of the lower tier cities
In alignment with the Politburo’s policies, we favour new energy, industrials and hardware technology sectors. There is
an emphasis on carbon reduction which would in turn support the accelerated development of New Energy Vehicles
(“NEVs”) and renewable energy. Also there are supportive policies for technological innovation with an emphasis to
strengthen technological innovation and industrial supply chain resilience. We believe these will be structural growth
themes in China.
We are getting more positive on the internet and ADR space. We are cognizant that China consumption might have a
delayed recovery but US and China relations are warming up. This will have positive implications in the internet and
healthcare sectors which have been beaten down due to the hostilities between these two countries. Also, due to the
COVID-19 situation in China, we anticipate that China will start to re-open their borders in the quarter 4 (“4Q”) 2022,
later than initially expected.
We anticipate continued loosening measures from China given the slowdown in the Property sector. We believe the
Property sector will take some time to recover but there are opportunities for the strong property companies and property
management companies to gain in times of difficulties.
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Singapore
MSCI Singapore declined 1.3% in the 1Q 2022. The market was relatively resilient compared to the North Asian markets.
The official GDP growth forecast was maintained at 3% to 5%. The Monetary Authority of Singapore (“MAS”) expects
the economic recovery to broaden from the trade-related (wholesale trade, transport & storage) and modern services
(infocomm, finance & insurance) sectors to the domestic-oriented (retail, F&B services) and travel-related
(accommodation, recreation) sectors over the course of the year. The MAS also revised its 2022 forecasts for headline
and core inflation to 2.5% to 3.5% and 2% to 3%, respectively, but warned of upside risks to inflation
The Budget 2022 was a key highlight in February 2022. Ahead of the Budget, investors were largely concerned over
potential wealth taxes (eg capital gains tax or net wealth tax on individuals) and GST implementation. However, higher
taxes are targeted at high value property and wage earnings more than SGD 500k per annum with capital gains or
wealth taxes absent. Property taxes introduced were also less severe for mass market owner-occupied homes and
more targeted towards luxury homes. Additionally, GST hike was also delayed to 2023 to 2024 (2023: 8%, 2024: 9%),
a key positive for consumption. Nevertheless, what caught market observers by surprise was the higher-than-expected
carbon tax increase. Carbon tax will be raised to SGD50 to SGD80 per tonne of carbon dioxide equivalent by 2030, well
above consensus: SGD25 to SGD30 per tonne and current rate of just SGD5 per tonne. That said, Singapore’s carbon
tax applies only to the 30 to 40 entities that generate 25k tonne of Carbon dioxide equivalent (“CO2e”) per annum of
emissions (oil refineries, power plants).
Singapore’s core inflation eased to 2.2% year-on-year (“YoY”) in February 2022 while headline CPI was up to 4.3% YoY
(vs 4% in January 2022). Inflation has already started to come through. Singapore’s CPI rose to 4.3% in February 2022,
which is the highest since 2013. While the low unemployment rates are positive, it has led to upwards pressure on wage
costs. A benign supply outlook in the property market has also led to recovering rents and raised business costs. The
ongoing Russia-Ukraine war led to further disruptions, which drove a commodity price surge and kept inflation outlook
elevated. Market consensus is expecting MAS to tightening in the April 2022 meeting.
Singapore has taken bold steps in reopening, domestically as well as to the outside world. Some of these changes
include non-compulsory mask wearing outdoors, group gatherings of 10 people from 5 people; and simplification of
vaccinated travel (no designated Vaccinated Travel Lane (“VTL”) flights and no post arrival COVID test). Also, the land
border restrictions with Singapore have now been lifted as well with all modes of travel open from April 2022. In the
past, Malaysians alone that cross the causeway daily for work numbered 300,000.
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Malaysia Equity Market Review And Outlook
We continue to see a positive trend of macroeconomic catalysts as Malaysia economy undergoing its recovery phase
and unlike developed economies, Malaysia’s economy is not overheating. The manufacturing PMI for February 2022
increased to 50.9 from 50.5 in January 2022. Companies are optimistic and are positive on the outlook of the economy
over the next 12 months despite the ongoing Russia/Ukraine war.
However, the recent surge in COVID-19 cases may present speedbumps to the economy and dampen consumer
sentiment somewhat, although the government is unlikely to reintroduce a new round of containment measures for the
time being.
Exports continues to deliver double-digit growth which is double-digit growth performance in seven consecutive months
in February 2022. Looking ahead, we expect the Malaysian economy to continue on its recovery trajectory supported
by the reopening of the economy and high vaccination rates. For the full-year 2022, we expect the economy to grow
5.5% to 6.0%. Ministry of Finance (“MOF”)’s projected range of 5.5% to 6.5%. In addition, the high energy prices will
help to increase the government’s revenue. The revenue from oil and related industries are expected to contribute
18.8% to the government’s revenue at USD66 per barrel. This is expected to increase further if oil price can sustain
above USD85 per barrel. Moreover, the all-time high Crude Palm Oil price will also increase the government’s revenue.
Hence, as the economy improves the corporate earnings are expected to improve as well. In view of the recovering in
the economy, we believe that corporate earnings downgrade is at the bottom. Consensus is now expecting Malaysian
corporates to deliver earnings growth of around 10% to 11%. Malaysia’s moderate inflation would be good for corporate
earnings as long as the inflation could keep pace with the rise in input costs. We also believe the recent rise in inflation
is a good sign for the revival of the pricing power among corporates and subsequently would be translated into higher
profits. We believe as the earnings growth recovers there is room for the index to move higher.
However, the Russia/Ukraine conflict would contribute to increased short-term market volatility. Disruption of Russian
energy exports as a result of the conflict could temporarily contribute to rises in global energy and food prices. Rising
geopolitical risks and expectations of a more aggressive US Fed’s monetary tightening would also likely dampen the
sentiment on high-valuation growth stocks. However, the positive growth momentum in the local economy is expected
to continue into 2022 with further normalisation of economic activities. Manufacturing sector will gain further traction,
though its production may be impacted by supply chain disruptions and raw material shortages. The sustained recovery
in labour market and re-opening of international travel without quarantine would lend further support to the economy. In
addition, the all-time high Crude Palm Oil (“CPO”) price would also help to boost consumption spending in rural areas.
We are positive on the equity market, In the absence of further COVID-19 lockdowns, economic reopening and
prospects of the travel sector reopening, as well as anticipated delayed interest rate hike.
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Global Fixed Income Market Review And Outlook
US Treasuries and G10 Bonds
On US economics, the Institute of Supply Management (“ISM”) Purchasers Manufacturing Index (“PMI”) for March 2022
was lower than expectations at 57.1 versus median consensus of 58.8, the lowest level since September 2020. The
group’s measures of production and new orders were the main decliners, signalling demand softness amid price
pressures and the uncertainty caused by the Russia/Ukraine. US CPI accelerated further to 7.9% YoY (0.8% month-onmonth (“MoM”)) in February 2022 from 7.5% YoY in January 2022, and may likely peak later and higher due to rising
energy and food costs arising from the Russian / Ukraine conflicts.
The March 2022 FOMC Meeting saw the Fed raise rates by 25bps to 0.25 to 0.50%, the first rate hike since December
2018. The “dot plots” released during the meeting are now showing that FOMC members expect another 6 rate hikes
for 2022, bringing the range to 1.75 to 2.0% at the end of 2022, versus the previous 3 rate hike projection during their
December 2021 meeting. There was also a discussion on potential balance sheet tightening, where Chair Jerome Powell
said in his press conference that details about quantitative tightening plans would appear in the March 2022 FOMC
minutes to be released in April 2022.
The US Treasury (“UST”) curve bear flattened further during the month, as short end bonds led the sell-off due to
perceived Fed hawkishness, with traders now pricing in up to 2.00% increase in the Fed Fund Target Rate for Financial
Year (“FY”) 2022. At the end of March 2022 close, the benchmark 2-, 5-, 10-, 20- and 30-year UST were last traded at
2.33% (February 2022: 1.42% +91bps), 2.46% (1.72%; +74bps), 2.38% (1.825%; +55.5bps), 2.59% (2.24%; +35bps)
and 2.43% (2.16%; +27bps) respectively.
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Malaysia Fixed Income Market Review And Outlook
Ringgit Sovereign Bond
On local rates, the Malaysia Government Securities (“MGS”) market yield ended higher for the month of March 2022.
MGS curve shifted bearish flattening as local bond sentiment remained jittery amid US treasury volatility. MGS 3-year,
5-year, 7-year, 15-year, 20-year and 30-years rose by +47bps, +10bps, +19bps, +18bps, +18bps, +25bps and 11bps
respectively. The spread movements were more pronounced in the shorter end of the yield curve. Similarly, the overall
yield in Malaysia Government Investment Issue (“GII”) or the Islamic Sovereign Curve also ended higher for March
2022. 3years, 5, years, 7 years, 10 years, 15 years, 20 years and 30 years saw yield rose by 15bps, 9bps, 21bps,
23bps, 26bps, 23bps and 14bps respectively.
Local bond yields generally ended higher for the month of March 2022 in anticipation of the US FOMC meeting, which
saw the Fed raise rates for the first time since 2018 and led to a surge in global bond yields. Furthermore, the ongoing
Russia-Ukraine conflict may continue to drive some safe-haven demand for bonds. The local market in the month of
March was also driven higher amid a global bond sell-off, as UST yields surged on hawkish comments by the Fed’s
Powell and market expectations of more aggressive rate hikes.
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Source: Bloomberg, Hong Leong Report
We continue to see an uptick in February 2022 domestic headline inflation measured by the CPI of +2.2% YoY compared
with consensus of +2.5%, driven mainly by the increase in food inflation. The increase in food inflation, which is the
largest contributor to the overall weight of CPI, continued to be a major contributor to the country's inflation.
The 3.7% increase in food and non-alcoholic beverages group was largely due to an increase in the component for food
at home which increased 4.1% compared to the same month of the preceding year,” he said in a statement, adding that
the increase was mainly for raw cooking materials such as chicken (14.2%) and eggs (13.5%).
Bank Negara Malaysia (“BNM”) expects that Malaysia’s headline inflation will remain manageable this year, averaging
between 2.2% and 3.2% compared to 2.5% last year. BNM believes that higher fuel prices, underpinned the higher
headline inflation in 2021, is projected to moderate this year. High input costs from rising non-energy commodity prices,
however, are expected to exert some pressures on selected fresh food prices, particularly in the first half of the year. Of
note, for the second half of this year, the base effect from electricity prices is projected to contribute to a temporary spike
in headline inflation, particularly in the third quarter.
In term of GDP, BNM has projected Malaysia’s economy to grow by between 5.3% and 6.3% in 2022. This projection is
slightly lower than the government’s official forecast of a 5.5% to 6.5% growth in the nation’s GDP for the year. The
recovery for the Malaysian economy is expected to gain momentum this year. This is underpinned by several factors
including continued expansion in external demand, full upliftment of containment measures, reopening of international
borders and further improvement in labour market conditions. In addition, the implementation of investment projects and
targeted policy measures will provide further support to economic activity and aggregate demand.
RHB Asset Management Sdn Bhd 198801007231 (174588-X)
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The Malaysia government has allowed a special Employees Provident Fund (“EPF”) withdrawal of RM10,000. Total
withdrawal is estimated to be around of RM40 billion to RM50 billion. However, considering an increasingly large number
of members have depleted their EPF savings after three rounds of earlier withdrawal, and a better economic conditions
reduce the hardship of pandemic hit individuals with lower unemployment rate would reduce the estimated withdrawal.
In terms of government bond auctions in March 2022, there were three auctions conducted, as below:
1. 04 Mar 2022: The 15years MGS 04/37 reopened at an expected RM3.0 billion, with no private placement, and
was awarded at an average yield of 4.064%. Demand was decent, recording a bid-to-cover (“BTC”) ratio of
1.986 times, but below the year-to-date (“YTD”) average BTC of 2.143 times.
2. 17 March 2022: The 20-years GII 09/41 reopened at a larger-than-expected RM5.0 billion, of which RM2.5
billion was privately placed and was awarded at an average yield of 4.401%. Overall, the demand was decent,
recording a BTC ratio of 1.884 times on a slightly larger auction size of RM2.5 billion than our RM2.0 billion
estimate.
3. 30 March 2022: The 3-years MGS 03/25 reopened at a slightly larger-than-expected RM5.5 billion, with no
private placement, and was awarded at an average yield of 3.239%. Demand was decent for the new
benchmark 3-years MGS, recording a BTC ratio of 1.666 times. This was considerably stronger than the
previous of the 3-years MGS which saw a weak BTC of 1.158 times in December 2021.
The summary for the March 2022 government bond auctions results as:

Next auction is the reopening of 10-years GII 10/32 New Issue which will become the new 10-years GII benchmark
bond. The new issuance is expected with an auction size of RM4.5 billion without private placement.

Ringgit Corporate Bond
In the month of March 2022, there were two highlight of new issuances. Firstly, Perbadanan Tabung Pendidikan Tinggi
Nasional (“PTPTN”) raised MYR1.5 billion from Government Guaranteed (“GG”) notes with 5-years (MYR400 million),
7-years (MYR600 millions), 13-years (MYR150 million) and 15-years (MYR350 million) tenors. Final yields of 3.49% for
5-years, 3.73% for 7-years, 4.11% for 13-years and 4.31% for 15-years were 2bp to 5bp tighter than the lowest end of
initial price guidance and gave around 20bp to 25bp spread over MGS at pricing day end.
In addition, Kuala Lumpur Kepong Bhd (“KLK”) raised an upsized MYR2 billion on the back of MYR7 billion order book
over an initial MYR1.5 billion target size. Final yields were 10bp tighter than the bottom end of initial price guidance at
4.17% for the 10-years (MYR1.5 billion) and 4.55% for the 15-years (MYR0.5 billion), giving 50bp spread over closing
MGS on pricing day. The limited new issue concession may have been due to KLK’s solid credit profile and strong
financial results for 1Q FY 2022 with Earnings Before Interest, Taxes, Depreciation, and Amortization (“EBITDA”) almost
doubling YoY to MYR1.2 billion. Relative to the AA1 composite curve, KLK new 10-years and 15-years bonds were
13bps and 6bps tighter respectively.
The Omicron variant of the SARS Cov-19 had put a dampener on earlier reopening in 2021, hampering supply chain
functionality. While 2021 saw most countries globally continuing with monetary accommodation, this year should see
some recovery to global growth, with caveats. International Monetary Fund (“IMF”) in their January 2022 update had
revised downward their projections to global growth from their October 2021 forecast from 4.9% to 4.4% (0.5% lower
than the projection in the October 2021 outlook) for 2022, reflecting forecast markdowns in the two largest economies
due to continued supply shortages for the US and the slower growth outlook for China due to their zero-tolerance COVID
policy. They highlight that risks around the global baseline are still tilted to the downside as the new variants could
prolong the pandemic while existing supply chain disruptions and financial conditions could tighten rapidly on advanced
economies lifting policy rates. A double hit to emerging market and developing economies from worsening pandemic
dynamics and tighter external financial conditions would severely set back their recovery and drag global growth below
the IMF’s baseline outlook. The geopolitical tensions escalating between Russia and Ukraine has added to the
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uncertainty and increased market volatility as the Fed is now firmly on the path of combatting rising domestic inflation.
Risk sentiment has been generally bearish as flows started to focus on safe haven bids for shelter.
The broader strategy will be to remain nimble on heightened volatility, and a greater focus on income preservation while
repositioning for higher yields.
Locally, BNM maintained its overnight policy rate (“OPR”) at 1.75% in its second monetary policy committee (“MPC”)
meeting for the year of 2022. The rate has been kept at 1.75%, as being the lowest on record since 7 July 2020. The
MPC has considered the current stance of monetary policy to be appropriate and accommodative. The BNM believed
that despite the recent moderation in economic activity due to the Omicron-driven COVID-19 resurgences, the overall
recovery trajectory remains on track. However, BNM said the unfolding developments surrounding the military conflict
in Ukraine have emerged as a key risk to global growth and trade prospects, commodity prices, and financial market
conditions.
The stance of monetary policy will continue to be determined by new data and their implications on the overall outlook
for inflation and domestic growth. The expected reopening of international borders would also provide further support to
economic recovery. The global growth outlook will also continue to be affected by developments surrounding COVID19, risks of prolonged global supply disruptions, and heightened financial market volatility amid adjustments in monetary
policy in major economies. All six economists polled expect BNM to keep its policy rate unchanged at 1.75%, based on
Bloomberg survey.
Ringgit bonds are a haven from the Russia/ Ukraine conflict as Malaysia is one of the few economies with a positive oil
trade balance. 10-years correlation between US and Malaysia 10-years benchmarks dropped closed to zero in recent
trading sessions, signalling “no interdependence” in addition to having sizable foreign central bank ownership.
Furthermore, MYR bonds offer attractive real yields relative to the other Asia Pacific markets within the FTSE World
Government Bond Index (“WGBI”). We still remain constructive on the bond market as we still see opportunities within
the government and corporate credit securities market, albeit with some volatility coming from Omicron variant and its
impact from various global economies. We believe the eventual rise in policy interest rate should be gradual as the
Malaysia’s inflation data still appears transient in nature especially from a core inflation reading perspective. Fixed
income would still give a comfortable yield against fixed deposits where fixed deposits are highly dependent to changes
in policy rates.
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Commodity Market Review And Outlook
Oil (Brent)

Source: Bloomberg, RHBAM, 8 April 2022

Crude Oil prices (Brent) moved up sharply during 1Q 2022, reaching a peak of almost USD130 per barrel, below
oscillating between USD100 to USD120 per barrel. The break out of the Russia-Ukraine conflict pushed Crude Oil prices
sharply higher. This was driven by concerns over severe energy shortage for the Europe region; due to likely disruption
to Russia’s supply of both Crude Oil and Natural Gas, as well as sanctions that disrupt trade for key energy commodities
(alongside some base metals) with Russia for rest of the world. We expect Crude Oil prices to remain high for quarter
2 (“2Q”) 2022 as the war between Russia and Ukraine is ongoing and the rest of key supply regions (Middle East,
particularly major Organization of the Petroleum Exporting Countries Plus (“OPEC+”) members) are still adjusting their
transportation to deal with the disruptions. Therefore, in 2Q 2022 and first half (“1H”) of 2022, we expect Crude Oil prices
(as well as Natural Gas prices) to remain high as Europe sources for alternative supplies and continues its re-stocking
effort going into the summer season.
Demand for Crude Oil remains largely stable in some developed economies (US as an example) and increasingly more
developing economies are seeing an uptick in demand as mobility improves as the Omicron variant effects on the wider
population stabilises. We maintain a view that Crude Oil prices will remain high – likely above USD90 for 2Q 2022 as
alternative supply sources ramp up.
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Gold

Source: Bloomberg, RHBAM, 8 April 2022

Instead of being negatively impacted by the US Fed’s past “hawkish” overtones, Gold prices climbed significantly during
the latter half of 1Q 2022. This is due to investors’ flight towards “safe haven” assets as the Russia-Ukraine conflict
broke out. In the near term. At the same time, the conflict will also stoke greater inflationary pressures as Ukraine and
Russia are significant grains exporters. This is on top of concerns over energy shortage due to Russia’s supply to
Europe, leading to higher energy prices spreading globally. We expect Gold prices to remain high, likely similar to current
levels of USD1,900 per ounce due to the ongoing war between Russia-Ukraine and extended period of time that may
be needed to ease logistical bottlenecks across multiple regions, higher base and food commodity prices, as well as
wider opening efforts across multiple economies. Maintain neutral on Gold as we believe in the next few quarters,
quantitative tightening and interest rates hikes will somewhat restrain gold’s price movements.

Copper

Source: Bloomberg, RHBAM, 8 April 2022

Copper prices moved only marginally higher during 1Q of Calendar Year (“CY”) 2022 and we believe copper may see
stronger upward pricing trends during 2Q 2022. The copper markets were affected by global supply chains which stifled
efforts by producers to get the output to relevant end-markets since the start of 2022, and we do not expect substantial
relief on this front. At the same time, inventory depletion is continuing as developed markets continue to see
improvement in demand and Chile’s production issues are ongoing (hampering supply). We turn slightly more positive
on copper prices for 2Q of CY2022.
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Key Takeaways
Source: Bloomberg, RHBAM, April 2022
Note: The opinions expressed are as of date and are subject to change at any time due to changes in market or economic conditions.
Any performance information shown refers to the past and should not be seen as an indication of future returns. This is not intended
to be relied upon as a forecast, research or investment advice and is not a recommendation, offer or solicitation to buy or sell any
investments or to adopt any investment strategy.

Broad Asset Class
Asset Class

Outlook

Global Equity

Overweight

Fixed Income

Underweight

Cash

Neutral

Rationale
Global equity markets generally weak during conflicts (Gulf 1990, Iraq 2003,
Crimea 2014), but recovered afterwards. Prolong high energy prices amid
Ukraine Crisis would have negative spillover to growth.
Current macroeconomic backdrop remains relatively supportive for risky
asserts with sustained strength in PMIs, earnings and buybacks. Economist
revised down global growth to 4% (vs IMF’s estimates of 4.4% for 2022), still
above trend. Volatility remain elevated amid 1) geopolitics uncertainty, 2) Fed
tightening cycle amid US inflation and 3) China dynamic COVID policy.
Fed tightening cycle started in March after also ending QE on the same month.
Dots in March 2022 project 7:4 hikes in 2022:2023. The market is pricing in
50bps for May 2022 and June 2022 with a total of more than 8 hikes for 2022.
During the 2015 to 2019 tightening cycle, the Fed announced tapering in
December 2013 and ended it in October 2014. The first rate hike was in
December 2015 and it was until the fourth hike in June 2017 that the Fed
started balance sheet reduction. This round, tapering will be over in four
months, with liftoff just shortly after, so the market starts to think about the
balance sheet reduction.
Tactically reduce risk exposure amid increasing uncertainty amid geopolitical
risk complicate outlook. Continue to be nimble on cash to take advantage on
any tactical opportunity trades amid elevated market volatility in the short to
medium term.

Equity
Countries
United States

Outlook
Neutral

Europe

Slight
Underweight

Japan

Slight
Overweight

Asia ex Japan

Slight
Overweight

Rationale
Fed revised down 2022 forecast to 2.8% from 4.0% in its previous estimates
and tightening cycle started with core PCE at 4.1% in 2022. Positive earnings
upgrade along with support from share buybacks while valuation eased from
high.
Euro GDP hit hard by conflict and ECB may lowered 2022 (3.7%) forecast
further. Current fiscal and monetary policies supportive though new
Bundesbank President Nagel said that ECB shouldn’t postpone hiking rates
and could start this year. Market shows liftoff pricing in for July meeting.
Challenges of United Kingdom (“UK”)-Euro relationship remains. We do note
that Europe is leverage to cyclical sectors and these are now trading cheap
amid the sell-off amid Ukraine. Downward earnings revision in Europe.
The pandemic’s most recent surge remains drag on growth as evidenced by
the services PMI. Expect growth to accelerate as the pandemic recedes.
Japan Prime Minister Kishida won a mandate and market is expecting
expansionary fiscal stimulus. The Bank of Japan (“BOJ”) is on hold as fiscal
policy carries the load. As global lockdowns ease, global cyclical rebound will
help boost earnings growth in Japan. Japan is a net beneficiary from global
cyclicality and also benefiting from the Regional Comprehensive Economic
Partnership (“RCEP”) trade agreement.
Concern from external demand and price shock amid Ukraine and China
lockdown against positive offsets from re-opening. Asia is a net beneficiary of
global economic and trade recovery. IMF expect Asia to grow 5.9% (previous
estimate 6.3%) in 2022 from 7.2% in 2021 and among which Asean is
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estimated to see growth improved to 5.6% (previous estimate 5.8%) from 3.1%
in 2021.
ASEAN

China

Hong Kong

Taiwan

Overweight

Neutral

Underweight

Neutral

South Korea

Overweight

India

Underweight

ASEAN economies are starting to open up with vaccination rates on an upward
trend. This will lead to upswing in economy growth which has lagged the rest
of Asia. Furthermore, strong commodity prices should benefit economies like
Indonesia and Malaysia but less so for Philippines.
Communist Party’s Politburo highlighted “growth stability” as the top priority for
the economy in 2022, pointing to increasing concerns about the growth
slowdown. We expected further loosening of policy and saw the bottoming up
of growth slowdown impacted by property sector weakness and the recent
lockdown amid zero-COVID policy. Favour carbon-neutral industries (electric
vehicle, wind and solar sectors), technology (innovation and supply chain selfsufficiency) and structural changes towards common prosperity (education,
real estate, healthcare and e-commerce). The impact of higher oil prices,
weaker European growth and domestic COVID restrictions have led lower
growth forecasts (albeit with more policy stimulus), but valuations have derated far more significantly than this modest growth adjustment – so the market
did look oversold.
The recent surge in cases impacted its economic recovery. A reopening with
mainland China which is likely to support recovery is delayed (market estimate
toward mid-2022 if COVID contained). Fiscal policy to support domestic
demand. Given the currency board system, Hong Kong will tighten in tandem
with the US.
Growth uncertainties in key trading partners, such as the European economies
and mainland China, bring downside risks to export growth ahead. The CBC
hiked interest rates by 25bp in March, faster than market expectations.
Consensus expects 3%/2% net profit growth in 2022/23. We are slightly
cautious on Taiwan as the IT sector is seeing downgrades driven by weak end
demand and rising input costs.
The pace of growth for 2022 remain above potential growth rate of 2.0%,
allowing for further normalisation in monetary policy. Fiscal remain
expansionary. Market expect President-elect Yoon to push for large fiscal
spending especially for small and medium enterprises (“SMEs”). Another
preferred play on a global cyclical recovery and valuations more reasonable
as compared to Taiwan.
Remain underweight as markets are close to all time high, valuations are
expensive and slowing earnings momentum. Corporate earnings weak due to
inflationary pressure, weak rural consumer demand.

Slight
Underweight

Governor Lowe in its April 2022 meeting kept cash rates unchanged. However,
he dropped the reference to being “patient” and implied that inflation is already
“sustainably within the 2% to 3% target”. Today’s statement from Governor
Lowe was a significant pivot towards starting to increase the cash rate. We
expect AUD to further appreciate with higher cash rates and high commodity
prices.

Slight
Overweight

Fully reopen without quarantine from April 2022 (travel-related 10% of GDP).
Export has benefitted from electronics demand. Fiscal remain supportive this
year (GST hike) but targeted while MAS tighten Foreign Exchange policy to a
moderate slope appreciation and expect steepening in April 2022 meeting.
Market supported by REITS and banks (interest rate cut/hike beneficiaries).

Thailand

Slight
Underweight

Thailand abandon pre-departure PCR test from 1 April 2022 and may also
implement a full reopening from 1 June 2022. A higher vaccine GDP boost
compared to its peer and thus global pandemic remains a key risk to recovery.
While COVID-19 measures have been aggressively eased, the tourism
recovery may disappoint amid China’s zero-COIVD policy. Political noise
remains and may not bode well for consumer and business sentiment.
Structural concern of high household debt and deteriorating demographics.

Indonesia

Neutral

Benefited from the positive term of trades as exporter of commodities and this
is boosting external balances, but ballooning fiscal subsidies will likely force a

Australia

Singapore
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fuel price hike, pushing inflation above BI’s target. Reopening from March 2022
(still need PCR) and mobility improvement reflected on growth and earnings
trend. Policy challenges amid a hawish Fed though less vulnerable now amid
better current account position boosted by commodities.

Neutral

Surging oil prices would push inflation higher, hurting consumer spending at a
time when unemployment rate is high and fiscal support is still weak. Political
risk ahead of the elections in May. Opinion polls show a large lead for Marcos
Jr, who market think is less market-friendly than Robredo. Earning trend
improving with reopening maybe an upside risk.

Neutral

New COVID-19 cases eased with high vaccination coverage. Mobility
restriction eased and its positive impact on the economy and corporate
earnings. The government once again raised the federal debt-to-GDP limit to
65% from 60% earlier. Credit rating downgrade concerns are likely to linger for
now until the government is able to raise the tax revenue-to-GDP ratio. Political
may linger again.

Underweight

Although, the earnings growth would recover stronger due to the reopening of
the economy, valuation is expensive

Asset Class

Outlook

Rationale

Global Bonds
(Rates)

Neutral

As economic recovery stalls for the meantime, we prefer credit over rates as
the latter would underperform at times of higher inflation expectations. There is
scope for credit spreads to tighten although it has somewhat been diminishing.
The Fed raised interest rates by +25bps to 0.25% to 0.50% and signalled hikes
in all 6 remaining meetings for 2022. As inflation continues to print higher, Fed
has been turning more hawkish and is now expected to hike rates more
aggressively, driving a steep rise in the UST, and on this basis we remain
neutral on Rates, but tactically on intraday volatility.

Asian High
Yield Credit

Overweight

Generally shorter duration and higher income, high yield bonds provide a
decent buffer to rising interest rates and the current steepness makes
valuations attractive, though this comes with a caveat i.e. to be selectively
invested in specific credits within this space.

Asian
Investment
Grade Credit

Neutral

Investment Grade bonds are benchmarked against UST yields. The scope for
credit spreads to tighten has been somewhat diminishing, and we are generally
positioned in the front end of the curve in light of what has been priced in
favouring risk-reward. However, the focus is on credit quality, relative value
against peers, and coupon income. In the investment grade space, we still
prefer Asian Investment grade bonds given the attractive valuation against
other Developed Market and Emerging Market peers as well as expectations
of recovery to outpace other region Emerging Markets.

China Fixed
Income

Overweight

China has set a relatively aggressive 2022 GDP growth target of 5.5% amidst
Russia/Ukraine conflicts, property slowdown and additional lockdowns in
pursuit of the zero-COVID policy. With 1Q 2022 GDP currently forecast at a
4.4% YoY National Security Agency (“NSA”), expectations are for further fiscal
and monetary easing to spur growth, likely starting with a 50bp Required
Reserve Ratio (“RRR”) cut in 1H2022 given weak growth, especially given the
recent tightening that we have seen in the Chinese Property space, which has
historically contributed 20% to 25% of overall GDP.

Malaysia Fixed
Income

Overweight

Ringgit bonds are a haven from the Russia/ Ukraine conflict as Malaysia is one
of the few economies with a positive oil trade balance. Furthermore, MYR
bonds offer attractive real yields relative to the other Asia Pacific markets within
the FTSE World Government Bond Index (“WGBI”). We still remain
constructive on the bond market as we still see opportunities within the
government and corporate credit securities market, albeit with some volatility
coming from Omicron variant and its impact from various global economies.

Philippines

Malaysia

Malaysia Small
Cap

Fixed Income
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Asset Class

Outlook

Rationale
We believe the eventual rise in policy interest rate should be gradual as the
Malaysia’s inflation data still appears transient in nature especially from a core
inflation reading perspective. Fixed income would still give a comfortable yield
against fixed deposits where fixed deposits are highly dependent to changes
in policy rates.

Outlook

Rationale

Overweight

Gold has historically been used to provide potential tail risk mitigation during
times of market stress, as it has tended to rise during stock market pullbacks.
Gold has also historically fared well during periods of heightened price inflation.

Overweight

Crude Oil prices (Brent) gyrated during Q4 2021, retreating to approx. USD70
per barrel before rebounding strongly at the start of December 2020. The
correction in just before December 2021 was caused by COVID-19 concerns
due to the Omicron variant. Going into 1Q CY2022, the same factors of low
exploration investments, lower spare OPEC+ capacity from end-1H CY2022
onwards, and significantly lower levels of crude inventories point to higher
average crude oil prices for most of CY2022 vs. the preceding year.
The demand-supply picture for Crude Oil remains largely skewed towards
upside price pressure in our view. In terms of OPEC+ supply, the bloc
maintained its existing production momentum - additional 400k barrel/day of
production from January 2022 onwards. We believe demand continues to enjoy
recovery tailwinds, especially from developed economies as severity of
Omicron is not forcing wholesale lockdowns. Due to improving mobility across
most developed economies and more emerging ones, most energy-related
should continue to see demand improvement. Others such as Coal and Natural
Gas, saw prices pick up quickly, due to insufficient Natural Gas supply across
Europe and Coal shortages in China during quarter 3 (“Q3”) of CY2021.

Outlook

Rationale

USD

Negative

We expect the DXY index to fall to an average of 94.0 to 96.0 in 2Q 2022. Much
of the trajectory for US Fed tightening has been mostly priced in by Foreign
Exchange market. Bouts of flight to safety towards the USD are likely to be
much less for 2Q 2022. Interest rate differentials in favour of the US versus the
rest of the world are likely to stabilize as other global central banks commence
their path to policy normalization in the remainder of 2022.

EUR

Positive

We believe the ECB will begin its hawkish stance in 2Q 2022 as it prepares the
market for an eventual rate rise in second half (“2H”) 2022. The US Fed has
been hawkish and the market has priced in the trajectory of rates in the US,
thus the downside for EUR/USD from yield differentials is likely to be limited.
We expect the pair to trade in between 1.0900 to 1.1200 range.

GBP

Positive

We expect GBP/USD to trade around 1.3300 level by end of 2Q22. We expect
the Bank of England (“BOE”) will hike interest rates in 2022 at the quickest pace
since 1988 to douse down inflation. Inflation in the UK is already running at a
30years high of 6.2%.

JPY

Positive

High energy prices cause by Ukraine war have cause the Japan’s trade deficit
to soar. The cycle between a deteriorating trade balance and falling JPY could
induce the BOJ to eventually normalize monetary policy. We note Japan’s
nationwide CPI has risen at a rapid pace and this will likely see a response from

Commodities
Asset Class
Gold

Crude Oil

Foreign Exchange
Currencies

RHB Asset Management Sdn Bhd 198801007231 (174588-X)

Page 18 of 19

BoJ to curb higher inflation. We expect the USD/JPY pair to trade between
180.00-121.00 range.
CNH

Negative

We expect the USD/CNH to trade in between 6.3600 to 6.3800 level for 2Q
2022. China’s economy was losing momentum in the first quarter, and the
People's Bank of China (“PBOC”) warned of triple pressures from shrinking
demand, supply shocks and weakening expectations. While the US Fed is
expected to hike interest rates sharply this year, markets believe the PBOC still
has an easing bias in its policy stance to prop up the economy. Narrowing USChina yield differentials should weaken the CNH

AUD

Positive

We note the Reserve Bank of Australia (“RBA”) is hinting at a hawkish stance
and that the central bank may commence a tightening cycle in 2Q 2022. The
RBA is more likely to emphasize they will respond to upcoming data,
heightening the importance of quarterly inflation data due in April. If the RBA
does clearly signal a hawkish stance, the AUD/USD will likely test and possibly
break the 0.7600 resistance levels.

SGD

Negative

We believe the SGD will continue its path of gradually weakness against the
USD. The SGD is showing no inclination of excessive weakening but could face
pressure if the USD gains broadly versus Asian currencies. Key risks are higher
crude oil prices, inflationary pressures and affected global supply chain. In the
upcoming MAS meeting, the central bank could be tightening monetary policy
further, allowing the nominal effective exchange rate (“NEER”) to move closer
towards the trend level and to contain inflationary pressures. We expect the
pair trade between 1.3500 to 1.3700 range.

MYR

Neutral

Ringgit having a relatively stable performance as political stabilized, and we
expect the stable trend will continue towards 2Q 2022 alongside with the
improving oil price. We expect the Ringgit will trade within range of 4.2000 to
4.2500.
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DISCLAIMER
This update is strictly private, confidential and personal to its recipients and should not be copied, distributed or
reproduced in whole or in part, nor passed to any third party, without obtaining prior permission of RHB Asset
Management Sdn Bhd (“RHBAM”).
This update has been prepared by RHBAM and is solely for 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 RHBAM have taken all reasonable care to
ensure that the information contained in this update is not untrue or misleading at the time of publication, RHBAM 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 reflects prevailing conditions and underlying fund manager’s views as of the date of this update, all of
which are subject to change at any time without notice. Such opinions, forecasts and estimates as well as the information
contained herein relating to the historical performance of various indices is for information only and is not indicative of
the future or likely performance of the Fund and should not be construed as such.
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) (collectively known
as "Prospectuses") for the Funds before investing in any Fund. The Prospectus has been registered with the Securities
Commission Malaysia (“SC”) who takes no responsibility for its contents. This update does not amount to indicate that
the SC has recommended or endorsed the Fund. Amongst others, investors should consider the fees and charges
involved. Investors should also note that the price of units and distributions payable, if any, may go down as well as up.
Where a distribution is declared, investors are advised that following the issue of additional units/distribution, the NAV
per unit will be reduced from cum-distribution NAV to ex-distribution NAV. Any issue of units to which the Prospectus
relates will only be made on receipt of a form of application referred to in the Prospectus. For more details, please call
1-800-88-3175 for a copy of the PHS and the Prospectus or collect one from any of our branches or authorised
distributors. Investors are advised that investments are subject to investment risk and that there can be no guarantee
that any investment objectives will be achieved. Investors should conduct their own assessment before investing and
seek professional advice, where necessary and should not make an investment decision based solely on this update.
RHBAM wishes to highlight the specific risks and other general risks are elaborated in the Prospectus / Master
Prospectus / Information Memorandum.
This update has not been reviewed by the SC.
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