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Market Pulse
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The KLCI failed to break the 0.786 Fibonacci resistance, closing lower at 1,487.84 pts with -10.12 pts
(-0.68%) compared to the previous day’s session. This is in line with broad market sentiment as it saw
losers outdid gainers with 450 to 351, while the remaining 449 are unchanged. However, KLCI’s
constituent showed mixed reaction as it saw 14 gainers, and 13 losers with remaining 3 unchanged for
the day. The top gainers were Tenaga Nasional Bhd and 10l corp, seeing 1.94% and 1.48% gains,
respectively for the day, meanwhile Hartalega and Public bank dragged the KLCI’s performance with -
4.14% and -3.83%, respectively.

The U.S CPI data released overnight spooked the U.S. market as some investors upped their bet that
Fed will deliver 100bps next week (Exhibit 1) and another 75bps in November. August's CPI
decelerated less than expected to 8.3% YoY (Consensus: 8.1% YoY) from July’s 8.5% YoY. The core,
after stripping out food and energy also surprised the market on the downside as it rose 6.3% YoY
(Consensus: 6.1% YaY) (Exhibit 2). This marked the first acceleration in six months as all measures
came in above forecasts with shelter, food and medical care taking the lead.

Although there are a number of disinflationary forces facing goods prices, including easing supply
constraints, lower transportation costs, falling import prices, and inventory accumulation, owners’
equivalent rent (OER) inflation accelerated. This underscores a high degree of stickiness of rent-
related components, although we expect sticky CPI to peak in December. However, scenario 1 is still
our base scenario, although it may now swing to the lower range at this moment until the 20"-21%
September meeting (Exhibit 3).
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Exhibit 1: Probability of rate Hike in September
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Exhibit 2: U.S. CPI Trend
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Exhibit 3: Four Possible Scenarios and Year-End Target

|Scenarios | S&P 500 KLCl | US Long-term Rate
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2) Prolonged Inflation
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3) Disinflation
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4) Stagflation

3,300-3,800 1,420-1,483 Rising

3,000-3,500 1,382-1,445 Falling Slightly

Sideway to

2,600-3,200 1,332-1408 ) .
marginally increase

Source: Bloomberg, PRSB, compiled by PRSB

Taking cues from U.S. market performance last night, we anticipate the KLCI to decline today as
confirmed by the downtick of the Momentum oscillator. Technically, the KLCI may test the immediate
support at 1,468.34 pts and may fall lower to 1,454.29 pts. We set the resistance level at 1,512.05 pts.
We keep our themes on 1) construction, 2) oil and gas, and 3) technology for Malaysia market and our
picks in Exhibit 4.

Exhibit 4; Our Picks

Company Ticker Rating Price (MYR) TP (MYR) Upside (%)
Fundamental
Bermaz Auto BAUTO MK Buy 1.86 2.45 31.72
Guan Chong GUAN MK Outperform 2.37 2.78 17.30
Technical
Genting Malaysia GENM MK Outperform 2.92 3.21 9.93
Matrix Concept MCH MK Outperform 2.37 2.57 8.44
Ta Ann TAH MK Outperform 3.79 4.64 22.43
Telekom T MK Outperform 5.84 6.28 7.53
QL Resources QLG MK Outperform 5.05 5.77 14.26
CB Industrial Product CB MK Buy 1.30 1.76 35.38
Holding
Opcom Holdings OHB MK Buy 0.835 1.24 48.50
KSL Holdings KSL MK Outperform 0.770 0.96 24.68
Gamuda GAM MK Outperform 3.95 4.30 8.86
Chin Well Holdings CWH MK Outperform 1.71 2.00 16.96
Supercomnet SCT MK Outperform 1.52 1.73 13.82
Technologies
Kelington Group KGRB MK Buy 1.40 1.71 22.14
Pentamaster Corporation PENT MK Buy 414 5.26 27.05
AME Elite Consortium AME MK Buy 1.48 2.03 37.16
Formosa Prosonic FOR MK Buy 3.10 3.92 26.45
Industries
IIJM Corp Bhd [IM MK Outperform 1.73 2.06 19.08
Kerjaya Prospek Group KPG MK Outperform 1.16 1.39 19.83
MMS Ventures MMSV MK Buy 0.800 1.20 50.00
Dialog Group DLG MK Buy 2.29 2.95 28.82
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FM Global Logistics
Holdings
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Malaysian news highlights

e SSP main reference for aviation industry service providers, says Wee.
The Civil Aviation Authority of Malaysia (CAAM) on Tuesday (Sept 13) launched the “State Safety
Programme” (SSP) as the main safety-related reference for service providers in the aviation
industry. Transport Minister Datuk Seri Wee Ka Siong, who officiated the SSP here, said the
document prepared by the CAAM contained policies, instructions, procedures, management
control, the process of documenting information and corrective measures that were clear and
organised. (Source: TheEdgeMarkets)

e Wee: Malaysia's air passenger traffic expected to reach 49 mil by end of 2022.
Malaysia is expected to register air passenger traffic of between 32.6 million and 49 million by the
end of the year following positive growth in the first five months of this year, said Transport Minister
Datuk Seri Dr Wee Ka Siong. He said Malaysian Aviation Commission's statistics showed that the
country's total air passenger traffic increased by 574.6% in the first five months of this year
compared with the same period in 2021, reaching approximately 16.3 million passengers. (Source:
TheEdgeMarkets)

e August net foreign inflow to Malaysian stocks spike to RM1.98b, over 11 times July’s.
Bursa Malaysia said on Tuesday (Sept 13) that net foreign inflow into Malaysian stocks increased
significantly to RM1.98 billion in August, from RM175 million a month earlier, as the Covid-19
vaccine-driven economic reopening theme prompted foreign funds to shift their money to Asean
markets. "On a par with most regional peers, Bursa saw a positive net foreign flow of RM1.98
billion in August, a significant increase from a net inflow of RM175 million in July, as foreign funds
rotated to Asean markets driven by the reopening theme. (Source: TheEdgeMarkets)

¢ MITI confident Malaysia-China bilateral trade will cross US$190 bil in 2022.
The Ministry of International Trade and Industry (MITI) is confident that bilateral trade between
Malaysia and China could surpass US$190 billion (US$1=RM4.50) this year based on current
trends, and would move towards US$200 billion. MITI deputy minister Datuk Lim Ban Hong said
the industry players and relevant authorities will have to work hard on the target and keep the
momentum going. He said trade with China in the first seven months of this year had expanded by
16.9%, compared to the same period of 2021. (Source: TheEdgeMarkets)

e Plantation companies call for revision of windfall profit levy, waiver of import duties on
mechanisation.
Local plantation companies are calling for effective measures to be implemented by the
government in Budget 2023, which will be tabled in Parliament on Oct 7, towards eradicating
forced labour and human trafficking elements, and to ensure compliance with the International
Labour Organization's standards on migrant workers recruitment process, as part of its proposal to
address shortage of labour. This is one of the five proposals under the Malaysian Palm OIl
Association's (MPOA) wish list for Budget 2023. (Source: TheEdgeMarkets)

e MPIC proposes assistance for smallholders in Budget 2023.

The Ministry of Plantation Industries and Commodities (MPIC) has proposed assistance for
smallholders in the upcoming Budget 2023. Senior undersecretary (strategic planning and
international division) Pubadi Govindasamy said the ministry has engaged with the Ministry of
Finance (MOF) on the matter, particularly in helping them with the Malaysian Sustainable Palm Oil
(MSPO) certification. “A priority for us in Budget 2023 is to protect the interest of smallholders,
especially amid recovery post-pandemic,” he told Bernama on the sidelines of the 7th International
Palm Oil Sustainability Conference (IPOSC) 2022 on Tuesday (Sept 13), after presenting a paper
on “Navigating the Malaysian Palm Oil Industry towards Sustainability Stewardship”. (Source:
TheEdgeMarkets)
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Global news highlights

Fed Seen Being Aggressive for Longer After US Inflation Surprise.

While cheaper gasoline held US headline consumer inflation to a 0.1% advance in August from the
prior month, the core measure that excludes volatile food and energy prices jumped 0.6% -- double
economists’ expectations, Labor Department data showed Tuesday. Some investors wagered this
could push them to deliver a 100 basis-point move when they meet next week, though that
remained a minority view. (Source: Bloomberq)

Summers Favors Full-Point Rate Hike Over Half at Next Week’s Fed Meeting.

Larry Summers, former Treasury Secretary and the President Emeritus of Harvard University,
doesn’t see inflation being fixed without rates going to close to 4%. He adds if he had to choose
between 50-bps and 100-bps at the September FOMC meeting, he would pick “a 100 basis points
move to reinforce credibility.” (Source: Bloomberg)

US Job Growth Projected to Slow This Decade as Labor Force Ages.

The BLS projects that the overall labor force participation rate will drop to 60.1% in 2031, from
61.7% last year. And even though the pandemic was seen as spurring a wave of earlier
retirements, the BLS expects that the share of older Americans in the labor force will keep climbing.
By 2031, 9.1% of workers are expected to be at least 65 years old -- roughly triple the share three
decades earlier. (Source: Bloomberg)

New Chip Restrictions on China are Hitting US Companies Too.

The White House is considering tighter tech restrictions against China than it's enacted before.
New rules could place broad limitations on the shipment of chips used for developing artificial
intelligence, in particular. That comes on top of earlier action by the government, which told Nvidia
Corp. and Advanced Micro Devices Inc. they’ll need permission to sell certain products to Chinese
companies. (Source: Bloomberq)

Germany plans US$68 billion loan guarantees for energy firms.

Germany is set to use a fund created to help companies cope with the economic hit from the
pandemic to provide loan guarantees for struggling energy firms, according to a person familiar
with the plan. State development bank KfW would oversee the mechanism and the volume of loan
guarantees available would be around 67 billion euros (US$67.9 billion), said the person, who
asked not to be identified discussing confidential information. (Source: TheEdgeMarkets)

Thailand Offers Oil Users More Relief to Tame Inflation Risk.

Thailand will extend a tax cut on the nation’s most-used fuel and subsidize electricity bills of some
users to shield consumers from higher oil prices amid a forecast that the nation’s sticky inflation
may stay above the central bank forecast next year. The cabinet approved extending the excise tax
rebate of 5 baht per liter on retail diesel prices for two months to Nov. 20, according to government
spokeswoman Traisuree Taisaranakul. The move will cost the administration about 20 billion baht
($551 million) in lost revenue, she said. (Source: TheEdgeMarkets)

Corporate news

Airasiaride drivers offered full-time employment.

Airasia Super App is offering a full-time employment programme for drivers of its e-hailing arm,
airasia ride, a month after a similar offer was made to airasia food and airasia xpress delivery
riders. The full-time employment option is an addition to airasia ride's existing independent drivers
programme, said a statement issued by airasia Super App, which is part of Capital A Bhd. (Source:
TheEdgeMarkets)
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e Public Bank plans sustainability roadmap, says to raise profitability by focusing on areas of
strength.
Public Bank Bhd is planning to establish a sustainability roadmap in the near term. In addition, it
will also focus on areas of strengths which comprise domestic consumer banking and small and
medium-sized enterprises (SME) lending, wealth management, transactional services, capital
market operations and international operations. "(We are) focusing on synergistic growth (and we
plan to) explore the development of more green and sustainable banking solutions," Public Bank
said in an Investor Presentation UBS APAC Financials & Fintech Virtual Conference on Tuesday.
(Source: TheEdgeMarkets)
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completeness or correctness. Any opinions or estimates herein reflect the judgment of PRSB at the date of this
publication/communication and are subject to change at any time without notice. Where any part of the
information, opinions or estimates contained herein reflects the views and opinions of a sales person (include but
not limited to Financial Planners and Marketing Representative or a non-analyst), such views and opinions may
not correspond to the published view of PRSB. This is not a solicitation or any offer to buy or sell. This
publication/communication is for information purposes only and does not constitute any recommendation,
representation, warranty or guarantee of performance. Any price target given in the report may be projected from
one or more valuation models and hence any price target may be subject to the inherent risk of the selected
model as well as other external risk factors. This is not intended to provide professional, investment or any other
type of advice or recommendation and does not take into account the particular investment objectives, financial
situation or needs of individual recipients. Before acting on any information in this publication/communication,
you should consider whether it is suitable for your particular circumstances and, if appropriate, seek professional
advice, including tax advice. PRSB, and PGOLI do not accept any responsibility and cannot be held liable for any
person’s use of, or reliance on the information and opinions contained herein. To the extent permitted by
applicable securities laws and regulations, PRSB accepts no liability whatsoever for any direct or consequential
loss arising from the use of this publication/communication or its contents. Where the publication does not
contain ratings, the material should not be construed as research but is offered as factual commentary. It is not
intended to, nor should it be used to form an investment opinion about the non-rated companies.

Subject to any applicable laws and regulations at any given time, PRSB, PGOLI and their respective affiliates or
companies or individuals connected with PRSB may have used the information contained herein before
publication and may have positions in, may from time to time purchase or sell or have a material interest in any of
the securities mentioned or related securities, or may currently or in future have or have had a business or
financial relationship with, or may provide or have provided investment banking, capital markets and/or other
services to, the entities referred to herein, their advisors and/or any other connected parties. As a result,
investors should be aware that PRSB, PGOLI and/or their respective affiliates or companies or such individuals
may have one or more conflicts of interest. Regulations or market practice of some jurisdictions/markets
prescribe certain disclosures to be made for certain actual, potential or perceived conflicts of interests relating to
research reports. Details of the disclosable interest can be found in certain reports as required by the relevant
rules and regulation. Disclosures therein include the position of PRSB and PGOLI only. Unless specified
otherwise, PRSB did not receive any compensation or other benefits from the subject company covered in this
publication/communication.
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The analysts/contributors to this publication/communication may be employed by any relevant PGOLI entity,
which is different from the entity that distributes the publication/communication in the respective jurisdictions.

PRSB, PGOLI and/or its officers, directors and employees, may, to the extent permitted by applicable law and/or
regulation, deal as principal, agent, or otherwise, or have long or short positions in, or buy or sell, the securities,
commodities or instruments, or options or other derivative instruments based thereon, of issuers or securities
mentioned herein. PGOLI may also act as market maker or liquidity provider (within the meaning of applicable
regulations in the UK) in the financial instruments of the issuer. Where the activity of market maker is carried out
in accordance with the definition given to it by specific laws and regulations of the US or other jurisdictions, this
will be separately disclosed within the specific issuer disclosures.

Investors should not consider this report as only a single factor in making their investment decision and, as such,
the report should not be viewed as identifying or suggesting all risks, direct or indirect, that may be associated
with any investment decision. PRSB produces a number of different types of research product including, among
others, fundamental analysis and quantitative analysis; recommendations contained in one type of research
product ey differ from recommendations contained in other types of research product, whether as a result of
differing time horizons, methodologies or otherwise. PRSB and PGOLI publishes research product in a number of
different ways including the posting of product on the PGOLI portals and/or distribution directly to clients.
Different groups of clients may receive different products and services from the research department depending
on their individual requirements.

Figures presented herein may refer to past performance or simulations based on past performance which are not
reliable indicators of future performance. Where the information contains an indication of future performance,
such forecasts may not be a reliable indicator of future performance. Moreover, simulations are based on models
and simplifying assumptions which may oversimplify and not reflect the future distribution of returns. Any figure,
strategy or index created and published for illustrative purposes within this report is not intended for “use” as a
“benchmark”.

Certain securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or
price of, or income derived from, the investment.

With respect to Fixed Income Research: Recommendations fall into two categories: tactical, which typically last
up to three months; or strategic, which typically last from 6-12 months. However, trade recommendations may be
reviewed at any time as circumstances change. ‘Stop loss’ levels for trades are also provided; which, if hit, closes
the trade recommendation automatically. Prices and yields shown in recommendations are taken at the time of
submission for publication and are based on either indicative Bloomberg, Reuters or PGOLI prices or yields at
that time. The prices and yields shown are not necessarily those at which the trade recommendation can be
implemented.

The securities described herein may not have been registered under the US Securities Act of 1933 (the ‘1933 Act’),
and, in such case, may not be offered or sold in the US or to US persons unless they have been registered under
the 1933 Act, or except in compliance with an exemption from the registration requirements of the 1933 Act.
Unless governing law permits otherwise, any transaction should be executed via PhillipCapital Group entity in
your home jurisdiction.
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