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There is a high likelihood that the Malaysian market will recover strongly in 2024. After falling 
for past three years, mainly due to foreign fund selling, most Malaysian stocks have become 
attractive in terms of valuations. There is a high probability of an impending interest rate cut in 
US following clearer signs that US inflation is now under control. A reversal is going to happen 
as the aggressive US rate hikes over the past two years causing USD to appreciate strongly 
will be reversed, resulting in a weaker USD from falling interest rates. A normal consequence 
of a weaker USD is the reverse flow of funds from US to emerging markets and the Malaysian 
market will also benefit from such a reversal. 

Every research house will be busy at the end of the year 
to predict the direction of the market for the coming 
year. The various uncertainties are always a challenge in 
making such predictions. One factor that is very obvious 
in 2024 is the expected rate cut in US. This becomes 
possible as inflation in US is coming under control (see 
Exhibit 1), thanks to the US aggressive rate cut. 
 
Updated quarterly forecasts showed that US Federal 
Reserve (Fed) will lower rates by 75 basis points in 2024, 
a sharper pace of rate cuts than indicated in September. 
The median expectation for the Fed funds rate at the end 
of 2024 is 4.6%. The rate cut may happen as in Mar 2024, 
earlier than the initial expectation of mid-2024. 
 
When the Fed raised rates by 5.25% over the past two 
years, the higher rates attracted substantial funds into 
US and that led to a strong USD vis-à-vis most other 
currency. The weaker non-US currencies including the 
ringgit resulted in out-flow of foreign funds from our 
equity market. 
 
A reversal is going to happen in 2024 when USD is 
expected to weaken and analysts are predicting the 
strengthening of most currencies against USD. For 
example, OCBC expects ringgit to recover to RM4.5/USD 
by end of 2024 (see Exhibit 2).  
 
More foreign funds are going to flow back to emerging 
markets including Malaysia. The inverse correlation 
between US dollar index (DXY) against MSCI Emerging 
Market index is about 70% accurate from past patterns 
(see Exhibit 3). Currency is one of the main driving 
forces behind the flow of foreign funds. Foreign fund 
inflow will normally benefit the big-cap stocks such as 
blue chips especially banking stocks and that will lift the 
benchmark FBMKLCI higher. A rising market as 
measured by a rally in the FMBKLCI will change the 
market sentiment. A broader market recovery will be 
seen as both retail and local institutional investors will 
take the opportunity to ride the market trend, not to 
mention that our market has fallen substantially over the 
past few years of sell-offs. Valuations now are also fairly 
attractive as many stocks are trading way below net 
asset value and have single-digit price-earnings ratios. 

 
 
Exhibit 1: US inflation will continue to trend lower 

 
Source: Bloomberg, PCM, Dec-23 

 
 
Exhibit 2:  Currencies to be buoyed in 2024 
 

 
Source: Straits Times, Dec’23 
 
 
 

Exhibit 3: Inverse correlation of USD and MSCI EM  

 
Source: Bloomberg, PCM Dec’23 
 

DISCLAIMER:  
This publication is solely for information and private circulation only. It should not be construed as an offer or solicitation for the subscription, 
purchase or sale of the securities mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this 
publication is accurate, it does not guarantee the accuracy or completeness of this publication. Accordingly, no warranty whatsoever is given 
and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of any person or group of persons acting on 
such information and advice. Phillip Capital Management Sdn Bhd, its directors, staffs and clients may have interest in the s ecurities 
mentioned herein, and its associates may also have positions from time to time. This publication was prepared without regard to your specific 
investment objectives, financial situation or particular needs. Whilst views and advice given are in good faith, you should not regard the 
publication as a substitute for the exercise of your own judgement and should seek other professional advice for your specifi c investment 
needs or financial situations. 

 
 
For Phillip Capital Management Sdn Bhd 

 
 
 
 
 
____________________________ 
Nona Salleh 
Executive Chairperson 

Bursa to Recover from US Rate Cut 
 

    28 Dec 2023 
F

ro
m

 T
h

e
 D

e
s

k
 o

f 
C

IO
 

 

~
 A

n
g
 K

o
k
 

H
e
n
g

 
 

08/23-141 
 

http://www.phillipinvest.com.my/


 

 


