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REVIEW
US equity markets rallied on the back of optimistic expectations of the President-Elect’s potential fiscal
stimulus, and saw the Dow Jones at all-time highs again, just shy of the 20,000 points. Asia Pacific
equity markets continued to be volatile faced with the strong US Dollar, higher US bond yields, and
emerging market forex weakness. Fears of trade conflicts post Trump’s win continued to plague the
emerging markets. During the month, the US Federal Reserve raised the target range for the Federal
Funds Rate at 0.5-0.75% as expected, and the FOMC gave indications of more interest rate hikes to
come given the strength of the economy. China’s equity market corrected driven by the restrictions on
insurance companies’ purchase of A-shares, tight liquidity as onshore bond market yields moved up,
and renewed fears of CNY devaluation and capital outflows. Oil prices rallied as non-OPEC members
agreed to reduce output by 558k bpd with Russia being the major contributor, on top of the output cut
agreed by OPEC members of 1.2mbpd. However, for non-OPEC members details on enforcement is
still lacking.
Malaysian equities ended the month on a higher footing, but saw the ringgit remain at very weak levels
ending the month at RM4.4862/USD at month end. The continued weakness of the ringgit saw Bank
Negara (BNM) come out with measures early in the month to restrict exporters from apparent hoarding
of US Dollars, as BNM explained that despite being an export oriented nation, our reserves did not
benefit from this activity due to the lack of conversion of proceeds by the exporters. This measure
unfortunately unnerved foreign investors with concerns of the risk of potential capital controls in the
future – however the Prime Minister and the BNM Governor has reiterated this is not the path they
intend to take. The KLCI constituents saw some changes with IJM replacing Sapura Kencana effective
1 December 2016. The KLCI ended the month higher at 1.4% mom to close at 1,641.73 points. The
broader market gained 0.98% underperforming the KLCI.
Most sectors registered positive
performances during the month, with the best performing sector being Industrial (+2.23%) and
Financials (+1.32%). The worst performing sector was Property (-0.15%). The FBM Small Cap Index
gained 2.68%. Average value traded on Bursa in December was down 20% mom to RM1.75bn after
the flurry of trades post Trump’s win in November.

OUTLOOK
2017 will likely be another year of volatility. Mr Trump’s inauguration will be held on 20 January 2017,
just before the Chinese New Year holidays, and many will be watching his inauguration to indicate his
potential stance on trade, security, etc and other policies. 2017 is slated to witness many elections
some of the key ones to monitor include: Hong Kong’s Chief Executive Election, France’s Presidential
Election, Iran’s Presidential Election, and Germany’s Election.
Malaysia may also opt for an early
general election as well, with the deadline end April/early May 2018. UK may still invoke Article 50 in
March 2017, and potential changes in ruling political parties in coming European elections will add
uncertainty to the mix.
Malaysia’s blossoming relationship with China will likely have a bigger influence on the construction and
property sector in the months to come – although the ultimate multiplier effect on the Malaysian
economy has yet to be determined. The finer details as to which portions will be farmed out to local
contractors have yet to be unveiled. Consumption should hold up, going into 2017 with higher BR1M
payments to more recipients. The higher crude oil prices will help provide some relief to the
government’s fiscal balance, as well as improved agriculture output as El Nino should be behind us.
However with consumer the resilient driver of growth, a sharply weaker ringgit will have a negative
impact on disposable incomes as much of our food and beverage items are imported, and dampen
consumer confidence in general.
We remain relatively cautious, looking for opportunity to accumulate fundamentally sound stocks on
weakness.
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INDEX PERFORMANCE & MOVERS
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