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Investment Highlights
We maintain our end-2021 FBM KLCI target of 1,695 pts
 We maintain our end-2021 FBM KLCI target of 1,695 pts based on 16x our 2021F earnings projection (+55.5%) (Exhibit 5).
This is at a discount to its 5-year historical average of 18x to: (1) mitigate the distortion arising from earnings spikes from
glove makers, i.e. Top Glove and Hartalega in 2021F due to the abnormally high glove selling prices that are not recurring;
and (2) factor in a higher perceived market risk premium arising from a dynamic political landscape.
 We are optimistic that the world at large will enter into the late stage of the pandemic in the coming months, with more
countries attaining herd immunity against Covid-19. A synchronised global recovery is almost a foregone conclusion
underpinned by the reopening of economies and international borders. While the highly contagious Delta variant has brought
about new waves of infections around the globe, the hospitalisation rate has been kept under control as vaccinated Covid19 patients typically develop mild Covid-19 symptoms. This alleviates the risk of a collapse of the healthcare system.
 We maintain our base-case assumption that Malaysia will reach herd immunity against Covid-19 before the year is out.
Based on the information compiled by crowd-sourced database Our World in Data, as at 29 Aug 2021, the percentage of
population having received at least one dose of Covid-19 vaccine in Malaysia stood at 59%. This was just a whisker away
from 61% to 78% of wealthier developed nations (Exhibit 1).
 We take comfort of a relatively calmer political landscape following the swearing in of the new prime minister Datuk Seri
Ismail Sabri Yaakob last month. However, we believe it will be challenging for the new leadership to roll out long-term policy
initiatives as its priority is to significantly bring down new Covid-19 infections to enable a more lasting reopening of the
economy. Once that is achieved, parliament is poised for a dissolution to pave the way for the 15th general election.
 Despite the sharp rally in recent weeks, the local market is still underperforming most of its regional and global peers on a
YTD basis (Exhibit 2). All is not lost as we believe this could be seen in a positive light whereby it makes the local market
an even more compelling recovery play for the remainder of 2021.
 Sector-wise, while clarity is still lacking with regards to the extent of the irreversible damage the pandemic has inflicted on
businesses, and hence asset quality of banks, we take comfort that banks have started to make pre-emptive provisions in
the form of management overlays, in addition to provisions based on changes to macroeconomic factors.
 Other key sectors that are poised to benefit from the recovery are power (increased demand for electricity, particularly, from
the commercial and industrial segments), oil & gas (higher crude oil prices), seaport (higher throughput on further recovery
in global trade), airport (the eventual reopening of borders), consumer (cash handouts and recovery in the job market to
sustain consumption) and REIT (reduced rental rebates, recovery in footfall and occupancy).
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Corporate Malaysia’s downbeat performance extends into 2Q2021 from 1Q2021
 FBM KLCI component stocks delivered a set of 2Q2021 results that had yet to show meaningful improvement sequentially,
as the reintroduction of various pandemic restrictions against a backdrop of surging Covid-19 infections weighed down the
corporate financial performance. The 2Q2021 results remained subdued with 27%, 55% and 18% beating, meeting and
missing our projections respectively, compared with 27%, 50% and 23% for "above", "within" and "below" respectively in
1Q2021 (Exhibit 4).
 Against the market consensus, the numbers also showed a relatively flattish performance sequentially with "above", "within"
and "below" at 24%, 45% and 31% respectively, vs. 21%, 48% and 31% in 1Q2021 (also see Exhibit 4).
 Six FBM KLCI component stocks under our coverage beat our projections, namely, CIMB Group (lower operating
expenditure), Sime Darby (stronger vehicle and heavy equipment sales), Sime Darby Plantation (higher CPO prices), IHH
Healthcare (Covid-19-related patients and effective cost-saving initiatives), Petronas Chemicals (higher product prices),
and Tenaga Nasional (lower repair and maintenance cost).
 On the other hand, four FBM KLCI component stocks under our coverage missed our projections, namely, MR DIY
(pandemic restrictions and delays in expansion plans), PPB Group (weak performance from grains & agribusiness and
Wilmar International), Dialog Group (pandemic restrictions weighed down project execution), and Petronas Gas (higher
operating cost stemming from pandemic restrictions).

Our top buys
 Our top picks reflect names that are likely to benefit from the recovery of the domestic and global economies, i.e. Maybank,
Tenaga Nasional, CIMB Group, Telekom Malaysia, RHB Bank, Westports, Astro Malaysia, ATA IMS, Hibiscus
Petroleum and Perak Transit (Exhibit 6). Sector-wise, we are OVERWEIGHT on automobile, cement, consumer, EMS,
financial services, media, oil & gas, power, REIT, telco and transportation & logistics (Exhibit 7).

Exhibit 1: Percentage of Population Vaccinated*

* As at 29 Aug 2021
Source: ourworldindata.org
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Exhibit 2: Performance of Key Markets (YTD*)

* As at 30 Aug 2021
Source: Bloomberg, AmInvestment Bank

Exhibit 3: Performance of FBM KLCI by Sector (YTD*)

* As at 30 Aug 2021
Source: Bloomberg, AmInvestment Bank
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Exhibit 4: Quarterly Performance of FBM KLCI Component Stocks

‘0’ denotes no coverage or coverage suspension, or results announcement postponed
* Supermax Corp in 1Q 2021
Source: AmInvestment Bank
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Exhibit 5: Market Earnings Projection

Source: AmInvestment Bank

Exhibit 6: Top Buys

* FY22F
#FY21F and FY22F refer to FY22F and FY23F
Source: AmInvestment Bank
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Exhibit 7: Sector Weighting
Sector

Rationale

Top Pick(s)

Automobile &

Consumption underpinned by cash handouts and recovery in the job

MBM Resources, Guan

Consumer

market

Chong, Berjaya Food

Cement

Sector consolidation brings about more rational competition

Malayan Cement

EMS

Strong global dem and for consumer electronics, supply chain diversion

ATA IMS

OVERWEIGHT

from China to Southeast Asia
Financial Services

A proxy to economic recovery, pre-emptive pandemic-related provisions

Maybank, RHB Bank, CIMB

Media

Recovery in advertising spending, reinvention of business model

Astro, Media Prima

Oil & Gas

A proxy to economic recovery, firm oil prices

Dialog, Yinson, Hibiscus

Power

Recovery in electricity demand, especially commercial and industrial

Tenaga Nasional

REIT

Reduced rental rebates, recovering footfall and occupancy post pandemic

IGB REIT, Sunway REIT

Telco

Sector consolidation to alleviate price war

Telekom Malaysia

Transportation &

Recovery in global trade and eventually traveling propensity

Westport, Perak Transit

Infrastructure spending constrained by high national debt, but news flow

none

Logistics
Construction

lifts sentiment
Glove

New capacity comes online when demand starts to ease as Covid-19

none

NEUTRA L

infections taper off
Plantation

Elevated CPO prices offset by weighting cuts on ESG concerns

Sime Darby Plantation

Private Healthcare

Aging population, rising affluence and longer life expectancy, offset by

Apex Healthcare

rich valuations and high risk of overseas operations (of certain player)
Property

Oversupply, high household debt, tight bank credit, but share price

Sunway

downside capped by depressed valuations
Technology

Digitalisation of economy, 5G rollout, but valuations stretched

Globetronics

Source: AmInvestment Bank
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DISCLOSURE AND DISCLAIMER
This report is prepared for information purposes only and it is issued by AmInvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. AmInvestment recommends that
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial,
legal or other advice on the appropriateness of the particular investment or strategy.
The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constitute AmInvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of AmInvestment’s affiliates and/or related corporations (collectively,
“AmBank Group”).
This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without AmInvestment’s prior written consent. AmInvestment, AmBank Group and its respective directors,
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.
AmInvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.
This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.
If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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