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Dear Business Partners and Valued Investors,

CEO’S
TAKE

2013 was an exhilarating and fruitful year which saw Maybank Asset Management (“Maybank AM”)
grow regionally both in breadth and depth. We witnessed several significant milestones in 2013:

• The establishment of our very own full-fledged Islamic Asset
Management company which was launched on 29th October 2013
by Y.A.B Dato’ Sri Mohd Najib bin Tun Abdul Razak at the World
Islamic Economic Forum in London.
• The expansion to Indonesian shores via the acquisition of Maybank
GMT Asset Management.
• Maybank AM’s first foray into the mass retail space via the Maybank
Global Bond Fund.
Concurrent to that, we also laid strong foundations for the business via strong risk, compliance and
operations frameworks and have explored new distribution channels to reach out to the various
investor segments. Amongst others, these commendable achievements were only made possible
through the support of our business partners and valued investors.
We have progressed notably from the starting point of our regionalisation exercise 3 years back.
The necessary governance frameworks are in place; the right people and positions have been filled.
Maybank AM is ready to move forward at full throttle.
We’re in the midst of results season now and things are looking up for the Asian region despite
external headwind from rising tensions in the Ukraine and slowing albeit steady growth in China.
4Q13 GDP growth data on the Asian region was reassuring with Malaysia, Indonesia, the Philippines
and Taiwan surprising on the upside. Against this backdrop, Maybank AM is focused on serving
investors better by striving to deliver satisfactory investment performance and profits, expanding
both our conventional and Islamic product offerings and also build a wider distribution network
regionally via new avenues such as an agency force and tapping into other innovative platforms
to create a better reach.
The start of 2014 has been great so far and we have plans to continue this
momentum for the rest of the year. We have exciting products lined up and
are looking forward to presenting them to our investors. Thank you for
your continued support. We are committed to accomplishing even
greater deeds in 2014.

Sincerely,
Azamin

Nor’ Azamin bin Salleh
Chief Executive Officer
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2014 Quarter Review and 2Q Outlook

Asia ex Japan
(AxJ) Dollar
Credits

Quarter 2014 Review
(up to 24th Mar 2014)

For 1Q2014, the Asian credit market was
fraught with both economic and political
uncertainty.
In the US, data continues to be weak but
much of it appears to be due to bad weather
since January. In China, weaker Chinese
economic fundamentals coupled with
increasing default risks triggered by the first
onshore bond default early March unnerved
investors. In Asia, political uncertainty
continued to rife Thailand while India and
Indonesia entered into election phases. Finally
the on-going tensions between Russia and
US/Europe on the Crimea situation added to
both growth and political concerns.
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All of these resulted in an elevation of risk-off
behaviour among investors and supported US
Treasury yields at the low range despite
continued tapering. Even with Fed Chairman
Yellen suggesting that the Fed funds rate will
be raised mid-2015, US Treasury 10 year bond
stayed resilient due to low inflation
expectations. After declining from 3% during
the start of the year in January, the 10 year
Treasury bond stayed within a tight range of
2.6% to 2.8% in February and March.

We continue to see funds outflow out of
Emerging Markets (EM) bond funds, both in
local and hard currency. The US Fed’s more
hawkish stance could sustain further outflows
in the near future. The EM versus Developed
Markets (DM) divergence continues with EM
continuing to see outflows while DM receiving
inflows both in equity and bonds.
J.P. Morgan Asia Credit Indices (JACI)
composite delivered 2.12% as of 24th Mar
2014. The bulk of the returns came from
Investment Grade (IG) bonds which delivered
2.54%. Despite the higher carry of over 7.5%
since the start of the year for the High Yield
(HY) Index, HY bonds only delivered 0.80% for
the same period. Not surprisingly the main
sell-off in HY bonds came from Chinese real
estate bonds.

2Q2014 Outlook & Strategy
Ten year Treasury could continue to trade range
bound for 2nd quarter. While we do not think a rate
hike has already been priced into the long end, long
end yields can continue to stay low as long as
investors focus on inflation rather than growth. The
short end has already priced in one rate hike. Overall
we still believe that yields should trend higher
FY2014.

Given the increased headline risks in China versus the
recent selloff during the quarter, we prefer to be
neutral HY going into 2Q. Within HY we prefer to
overweight strong BB credits versus B credits. For IG,
we prefer to overweight BBB and stretch to longer
end 7 – 10 years for the higher yield.

We should see stronger data return to the US as the
bad weather subsides. China growth should also
improve as Premier Li has stated during the National
People’s Congress on 5th Mar that the key focus was
to maintain a stable growth rate to ensure
employment. Government stimulus could be used to
offset any prolonged weakness in support of the
pro-growth policy. Targets for real Gross Domestic
Product (GDP) growth and inflation were set at 7.5%
and 3.5% respectively. However, headline risks from
China will continue to plague the market as liquidity
remains tight, further exacerbating default risks in
Chinese corporates and trust loans.
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GLOBAL MARKET REVIEW
MARKET
REVIEW &
OUTLOOK
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Global manufacturing sector continued to make
steady progress in February
• The headline global manufacturing Purchasing Manager
Index (PMI) continued to make solid and steady progress,
advancing to 53.3 in Feb (Jan: 53.0), signaling expansion
in each of the past 15 months.
• Meanwhile, the Organisation for Economic Co-operation
and Development (OECD) Composite Leading Indicators
(CLI) sustained its uptrend for the 16th straight month,
rising 0.10pt in Dec (Nov: +0.11pt), signaling sustained
improvement in advanced economies amid positive gains
for Japan, US and EU while China’s CLI points to slower
but steady growth.

Softer data in US, mixed outlook in China and rising tensions in Ukraine take centre stage
• Non-farm payrolls missed expectations for a second month at +113k in Jan while housing starts and building permits fell
sharply to 880k and 945k respectively in Jan partly due to the effects of poor weather in US. The unemployment rate
continued to inch lower to 6.6% in Jan. Meanwhile, the manufacturing PMI rebounded to 53.2 in Feb.
• The Euro area Gross Domestic Product (GDP) grew by a mildly better-than-expected +0.3% QoQ in Q4’13, led by Germany
(+0.4%) and France (+0.3%) as the region’s recovery remains on-track. The PMI data also remained in expansion territory at
53.2 in Feb although slightly below expectations of 54.0. Meanwhile, rising conflict in the Ukraine, between the G8 countries
and Russia is a key focus.
• In China, data was largely mixed although distorted by the Chinese New Year-effect. New loans increased strongly to RMB1.32t
in Jan as total social financing rose RMB2.58t, relatively flat YoY, demonstrating that on-balance sheet lending in the banking
sector is slowly replacing off-balance sheet lending. Export grew strongly in Jan by 10.6% YoY on demand recovery in EU, US
and Japan while import growth also accelerated by 10.0% YoY as trade surplus widened to USD31.9b. However, both the
official and HSBC PMI data for Feb declined to 50.2 and 48.5 respectively signaling a slowing economy.
• In Asia, macro data was reassuring as incoming Q4’13 GDP growth data from Malaysia, Indonesia, Philippines, Taiwan and to a
certain extent, Thailand surprised on the upside while the CPI in India and Indonesia showed sign of stabilization in Jan
although inflation continued its upward trajectory in Malaysia and Philippines.

MALAYSIAN MARKET REVIEW
• Q4 2013 real GDP growth sustained at +5.1% YoY or +2.1%
• The current account surplus widened for the 2nd straight quarter in
QoQ, above consensus expectations on firm domestic
Q4 to +MYR16.2b, reflecting larger surplus in goods trade account
demand while net external demand was also down as imports
which offset deficit in services account. For the year 2013, current
of goods and services outpaced exports. For the year 2013,
account surplus shrank to +MYR37.3b or 3.8% of GDP.
the economy expanded by 4.7%, reflecting the story of two
• Headline inflation maintained its upward momentum after rising
halves i.e. slower growth of +4.3% 1H 2013 before the pick
more than expected to +3.4% YoY in Jan, reflecting the impact from
up to 5.1% in 2H 2013.
the recent electricity tariff hike.

BOND MARKET REVIEW
MGS
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MGS market found support in February
• The MGS market traded stronger overall in Feb, taking cue from
strengthening US Treasuries (UST) during the month as weaker
than expected US economic data and turmoil in emerging
markets (EM) from Ukraine to Argentina and Turkey spurred
demand for safe haven assets. The MGS yield curve
bull-flattened as the 3-year benchmark MGS inched up 1bps
MoM to 3.27% while the 10-year benchmark MGS yield declined
11bps to 4.11% as of end-Feb. MGS trading volume was flat over
month-ago at MYR38.7 billion in Feb.
• Meanwhile, UST extended its mini-rally since the start of the
year as the 10-year and 30-year benchmark yields fell a further
9bps and 7bps MoM to 2.60% and 3.55% respectively.
• Meanwhile, the Ringgit reversed its recent decline to rise 2.0%
MoM to 3.277 against the USD as of end-Feb, flat YTD which in
our view is due to the recent better than expected domestic
economic data and to some extent, the improving outlook for
the Asia region relative to other EM.

RM'billion

Foreign Holdings in Malaysian Debt Securities
(In Aggregate: RM233.0 billion as of Jan 2014)

Foreign holdings was stable in January
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• Foreign holdings of MGS was largely flat at MYR137.9 billion in
Jan, an MYR0.8 billion increase MoM as foreigners continued to
hold a substantial 44.6% of MGS outstanding (Dec: 44.9%).
Overall foreign holding was also flat at MYR233.0 billion in Jan.

Source: Bank Negara Malaysia
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Corporate bonds lagged the recent rise in govvies
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EQUITY MARKET REVIEW
FBM KLCI
28 Feb 2014: 1,835.7

1,900

• The PDS market saw mostly net selling activities, lagging the
recent rise in govvies. PDS yields traded higher by 2-14bps in Feb,
with yields again rising at a quicker pace at the long end of the
curve. Trading volumes were largely unchanged MoM at MYR8.4
billion in Feb despite the relatively shorter trading month.
Notable new issuances during the month included Bandar Malaysia
Sdn Bhd (1MDB), Media Chinese International and the debut of
AmIslamic’s Basel-3 compliant sub-debt.
• Meanwhile, in Asian USD credit markets, the JP Morgan Credit
Index (JACI) delivered another strong performance after returning
+1.5% MoM in Feb on the back of the steady decline of UST yield
and spread compression led by the Indonesian complex.

Regional Equity Market Performance
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The KLCI rebounded in February

South Korea KOSPI
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• The KLCI rebounded somewhat in Feb from the selloff in the prior month, in line
with Wall Street and regional markets on the back of bargain-hunting activities
even as the results season was largely mixed. The KLCI ended the month 1.8%
higher at 1,836pts.
• Bargain-hunting was also seen in most of the regional equity markets during the
month as the MSCI Asia ex-Japan Index recovered by 4.2% in Feb after declining
by 5.2% in Jan.
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OUTLOOK
• Risk assets in Asia have performed relatively well in Feb, notwithstanding volatility as flows appear to have somewhat stabilized. The region also
benefits from being perceived as a ‘safe haven’ within the EM space as tension in Ukraine continues to unravel and after having underperformed
for much of last year, in our view. Over the coming months, the key focus for markets will be, amongst other things progress (or lack of it) in
Ukraine and the uncertainties over the impact of the ongoing structural reforms in China. Investors will also continue to assess the pace of
recovery in the US and will look forward to incoming economic data to shed light as to whether or not the weaker than expected data points over
the past 2 months were in fact due to the adverse impact of poor weather conditions.
• Equity strategy: On the local market, although the Q4 results were mildly disappointing, we continue to advocate buying on weakness, with
preference for companies with sound fundamentals and positive catalyst. In particular, we expect positive news flow in the oil and gas as well as
construction sectors over the coming months. In Asia, we remain positive on China and Korea, having underperformed regional markets and have
been oversold, in our opinion.
• Bond strategy: We think that the next FOMC meeting on 18-19 Mar will be a catalyst to push bond yields higher as the Fed is expected to announce
further QE tapering steps. Furthermore, we will continue to monitor developments in the Ukraine as well as US economic data, which if better
than expected could spur further rise in interest rates. Hence, our strategy is to maintain a steepening bias and keep duration neutral at 4-5 years.
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THE
GAME
PLAN

Equities

(Neutral)
MAINTAIN

Fixed Income

• We maintain a neutral view on the KLCI and will take opportunity
of any weakness to selectively invest in laggards and fundamentally
strong companies with good earning visibility.

• We maintain our neutral duration positioning.

(Neutral)
MAINTAIN

Money Market

• The excess cash raised will be placed in money markets.

(Neutral)
MAINTAIN

SELL
MAINTAIN
BUY
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CORPORATE
UPDATES

ASEAN Presence. Asian Focused.

INVEST WITH US.
* Rated by Cerulli Associates

1

Maybank AM Malaysia In Top Three
Maybank AM Malaysia was named 3rd in a ranking of Malaysia’s Top
Mutual Fund Managers in terms of net new fund flows as at end-2013
by Cerulli Associates, a Boston-based research firm.

2

PT Maybank GMT Asset Management (“Maybank GMT”)
bagged two awards conferred by Majalah Investor in
Indonesia for the following:
• Maybank GMT Dana Ekuitas named Best Equity
Mutual Fund of 2014 (for a 5-year period with
assets above RP25 billion – RP100 billion)
• Maybank GMT Dana Kencana named Best
Fixed-Income Mutual Fund of 2014 (for a
1-year period with assets above RP25 billion
– RP100 billion)

3

Maybank Constant Income Fund 1
Launched To Overwhelming Response
Maybank Asset Management Sdn Bhd (“Maybank AM
Malaysia”) launched the Maybank Constant Income
Fund 1, its first close-ended bond fund, earlier this
year on 5 February 2014 to overwhelming response
from investors and was fully subscribed with sales of
MYR203 million within 30 days.
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Maybank

Global Bond Fund
Access to a world of
sovereign bonds

Call Maybank Asset Management Sdn. Bhd.
at 03 2297 7888, visit any Maybank Branch
or log onto www.maybank2u.com
for more information.
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General
This newsletter is for information
purposes only and under no
circumstance is it to be considered
or intended as an offer to sell or a
solicitation of an offer to buy any
securities referred to herein.
Investors should seek financial
advice regarding the appropriateness
of investing in any securities or
investment strategies discussed
or opined in this newsletter.
Investors should note that income
from such securities, if any, may
fluctuate and that each security’s
price or value may rise or fall.
Accordingly, investors may receive
back less than originally invested.
Past performance is not necessarily
a guide to future performance.

The information contained herein has been obtained from sources believed
to be reliable but some sources may not have been independently verified
and consequently no representation is made as to the accuracy or
completeness of this newsletter by Maybank Asset Management Sdn. Bhd.
and it should not be relied upon as such. Maybank Asset Management
Sdn. Bhd. and/or its directors and employees may have interests
in the securities referred to/mentioned herein. Any opinions or
recommendations contained herein are subject to change at any time.

DISCLAIMER

Investors should also understand that statements regarding future
prospects may not be realised. This newsletter may include forecasts,
which are based on assumptions that are subject to uncertainties and
contingencies. The word “anticipates”, “believes”, “intends”, “plans”,
“expects”, “forecasts”, “predicts” and similar expressions are intended
to identify such forecasts. Maybank Asset Management Sdn. Bhd. is of
the opinion that, barring any unforeseen circumstances, the expectations
reflected in such forward-looking statements are reasonable at this
point in time.
There can be no assurance that such expectations will prove to be correct.
Any deviation from the expectations may have adverse effect on the
financial and business performance of companies contained in this
newsletter.
Maybank Asset Management Sdn. Bhd. accepts no liability for any direct,
indirect or consequential loss arising from the use of this newsletter.

Some common terms abbreviated in this newsletter (where they appear)
adex

Advertising expenditure

m-o-m

Month-on-month

bp

Basis Point

NAV

Net asset value

BV

Book value

NTA

Net tangible asset

CY

Calendar year

P

capex

Capital expenditure

CAGR

Compounded annual growth rate

PEG

PE ratio to growth

DPS

Dividend per share

p.a

Per annum

DCF

Discounted cash flow

EV

Enterprise value

EBIT
EBITDA
EPS
FY/FYE
FCF
FV

PE/PER

Price

PBT/PAT
q-o-q

Price earnings/PE ratio

Profit before tax/Profit after tax
Quarter-on-quarter

Earnings before interest, tax

ROE

Return on equity

EBIT, depreciation and amortisation

ROA

Return on asset

Earnings per share

ROS

Return on shareholder’s funds

Financial year/Financial year end

WACC

Weighted average cost of capital

Free cash flow

y-o-y

Year-on-year

ytd

Year to date

Fair value

This newsletter prepared by Maybank Asset Management Sdn. Bhd. (“Maybank AM Malaysia”) is for the private circulation of Maybank AM Malaysia only. The
opinions, statements and information contained in this review are based on available data believed to be reliable. Maybank AM Malaysia does not warrant the
accuracy of anything stated in the newsletter in any manner whatsoever nor should any reliance upon such things by anyone give rise to any claim whatsoever
against Maybank AM Malaysia in respect thereof.
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Malaysia

Singapore

Maybank Asset Management Group Berhad

Maybank Asset Management Singapore Pte. Ltd.

Level 5, Tower A, Dataran Maybank,
1 Jalan Maarof, 59000 KL, Malaysia.
Telephone +603 2297 7833
Facsimile +603 2297 7997
www.maybank-am.com

48 North Canal Road #04-01 Singapore 059305
Telephone +65 6231 5926
Fascimile +65 6231 5932
www.maybank-am.com

(106441-K)

Maybank Asset Management Sdn. Bhd.
(412779-M)

Level 12, Tower C, Dataran Maybank,
1 Jalan Maarof, 59000 KL, Malaysia.
Telephone +603 2297 7888
Facsimile +603 2297 7998
www.maybank-am.com
Maybank Islamic Asset Management Sdn. Bhd.
(1042461-K)

Level 12, Tower C, Dataran Maybank,
1 Jalan Maarof, 59000 KL, Malaysia.
Telephone +603 2297 7816
Facsimile +603 2711 8588
www.maybank-am.com
Maybank Private Equity Sdn. Bhd.
(232820-U)
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(Formerly known as Maybank Ventures Sdn. Bhd.)
Level 5, Tower A, Dataran Maybank,
1 Jalan Maarof, 59000 KL, Malaysia.
Telephone +603 2297 7887
Facsimile +603 2297 7878
www.maybank-am.com

(Co. Reg. No.: 200812589K)

Thailand
Maybank Asset Management (Thailand) Co. Ltd.
(Reg No. 0105550052414)

The Offices at Central World
25th Floor, 999/9, Rama 1 Road
Pathumwan, Bangkok 10330, Thailand
Telephone +66 2264 5111
Facsimile +66 2264 5132
www.maybank-am.co.th

Indonesia
PT. Maybank GMT Asset Management
Setiabudi Atrium, 5th Floor - Suite 505
Jl. HR Rasuna Said kav. 62, Kuningan
Jakarta 12920 Indonesia
Telephone +62 21 521 0672
Facsimile +62 21 521 0673
www.maybank-gmt.co.id

Maybank Asset Management Sdn. Bhd.

(421779-M)

Level 12 Tower C, Dataran Maybank
No.1, Jalan Maarof, 59000 Kuala Lumpur, Malaysia
www.maybank-am.com

