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KEY TAKEAWAYS BANK(ISLAM

1. Global economic outlook remains challenging. Undoubtedly, the global economy is facing a bumpy recovery amid
various supply-side factors, including the still-lingering Covid-19 cases, prolonged supply chain disruptions, and elevated
inflationary pressures. Additionally, the protracted Russia-Ukraine military conflict could exacerbate the already gloomy
environment, disrupting the trade flows and undermining the global recovery.

2. Major central banks remain hawkish as the battle against inflation is far from over. Meanwhile, major central banks are
still hawkish, reflecting their endless effort to combat rising prices as they have seen little progress in inflation despite the “75
bps” club. Such a move raises a question of a hard landing in 2023. Japan is the outlier among the developed countries,
maintaining its negative interest rate policy, putting the Yen at a 32-year low.

3. Malaysia’s growth remains intact thus far. During the recent MPC meeting on 2-3 November, BNM decided to raise the
OPR by 25 bps to end the year at 2.75%. Recent data pointed to more robust growth than in 2Q2022, supported by
improvements in the labour market, justifying BNM’s move to further adjusting the degree of monetary accommodation. Due
to the low base effects, we foresee that such growth will likely be stronger in 3Q2022 despite the weaker global economic
environment.

4. The “GIG” factor is the heart of BNM’s concern. The term “measured and gradual” means that BNM is steering clear from
taking a similar hawkish stance as major central banks. Aggressive tightening would make the ringgit more volatile,
impacting the perception of the ringgit as a store of value. Furthermore, our real interest rate is still higher than in advanced
economies owing to the government’s proactive intervention in keeping inflation relatively benign.
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REGIONAL EQUITY MARKET:
STOCK INDICES MADE A COMEBACK IN OCTOBER

Monthly Gain/Loss of Major Equity Market, %

Dow Jones
DAX

CAC

S&P 500
PSEi
KOSPI
Nikkei
SENSEX
FBM KLCI
FTSE 100
SET

JCI

FSSTI
TAIEX
CSI1 300

Hang Seng -14.7% I

-20.0%

Source: CEIC

* Most of the regional markets were in the positive territory, led by the Dow Jones index, which saw a double-digit gain at 14.0% in October as
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markets took a breather after the U.S. Federal Reserve (Fed) meeting in September.

« We anticipate the equity market participants will remain cautious as the final FOMC meeting in December may continue the jumbo hike of 75bps

following Chairman Powell's comments on US’ higher-than-expected terminal rate.
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DOMESTIC EQUITY MARKET:

GAINERS OUTNUMBERED LOSERS AMID MARKET REBOUND BANK(ISLAM
Bursa Sectoral Performance, m-o-m% _
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The Healthcare sector recorded a strong gain at 15.2% in October,
supported by improved sentiment amid a sudden surge of Covid-19
cases across the world.

Meanwhile, the Technology index fell by 3.8% in view of the
semiconductor down cycle with the latest Global Semiconductor Sales
declined for two straight months (September: -3.0% vs. August: -0.2%).

Foreign investors continued to offload equity holdings for the second
month, with RM1.6 billion and RMO.6 billion net outflows recorded in
September and October, respectively.

We opine that foreign fund outflows to persist in the upcoming months
as the Fed is not showing any signs of pausing its tightening cycle,
heightening the volatility in the global financial market and EM
currencies.



BOND MARKET:
SHORTER TENURE BONDS SAW A SIGNIFICANT RISE IN YIELDS AS RATE BANK(ISLAM
GAP WIDENS

Monthly Changes
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Shorter-tenure UST and MGS vyields ended higher amid further + Foreign fund in the bond market is likely to record further net
monetary tightening by the U.S. Fed. outflows in the short term on interest rate hikes in major economies.
Meanwhile, the 10y MGS vyield fell by 4 bps over the month. This

could signal that investors have started to shift to longer-tenure

bonds in view of the global economic slowdown next year.



FX MARKET. BANK(ISLAM
CONTINUED USD RALLY PRESSURES THE RINGGIT
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* Ringgit ended lower against the USD on a monthly basis, closing at RM4.7260 on 31 October (30 September: RM4.6350).

* The weaker note stemmed from the Fed'’s persistent commitment to cool down the inflation rate, which is at a 40-year high, and the political turmoil in
the U.K. following its mini-budget proposal.

*  While the recent FOMC meeting suggested that rate hikes might slow in the upcoming months, Fed Chair Jerome Powell warned the FFR would
peak higher as rate hikes have yet to make a dent in inflation.

*  We expect the ringgit would also be under pressure from the internal front amid GE15.
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IMF: THE GLOBAL OUTLOOK REMAINS CLOUDY AS MANY ECONOMIES BANK(ISLAM
ANTICIPATED TO POISE CONTRACTION AMID SUPPLY-SIDE PRESSURES

WORLD ECONOMIC OUTLOOK OCTOBER 2022

GROWTH PROJECTIONS BY REGION
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The 2022 global growth projection remains unchanged from the previous estimates made in July, but the incoming year’s outlook was cut by
0.2%, marking its fourth downward revision this year.

Undoubtedly, the cost-of-living crisis, tightening financial conditions, the protracted Russia-Ukraine military conflict, and the lingering Covid-19
pandemic, particularly in China, have weighed down the economic outlook.
* The three largest economies — the U.S., the E.U. and China — are expected to stall.



MEANWHILE, MALAYSIA WOULD GROW AT 44% IN 2023, LOWER THAN

PREVIOUS JULY ESTIMATION OF 4.7%
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Real GDP
Projections
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The recovery in Asean is anticipated to be strong in 2022, with
slightly over 5.0% for Indonesia and Malaysia, followed by the
Philippines at 6.5%.

Vietham is expected to benefit from trade diversion from China,
hence the growth projection at 7.0%.

Although the region’s growth in 2022 appears favourable, the growth
momentum will moderate next year amid weaker external demand,
supply-chain disruptions, as well as policy normalisation to restore
price stability.



THE U.S.: 3Q2022 U.S. ECONOMY RECORDED POSITIVE GROWTH, BUT THE BANK(ISLAM
UNDERLYING DATA SHOWS SOME SIGNS OF SLOWING DOWN | '
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CHINA: THE ZERO-COVID STRATEGY CONTINUES, BUT THERE ARE SIGNALS BANK(ISLAM
THAT IT COULD BE EASED NEXT YEAR, STARTING WITH HONG KONG.
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GLOBAL POLICY NORMALISATION: MAJOR CENTRAL BANKS FORMED THE

“75-BPS HIKE” CLUB, ALL-OUT BATTLE TO TAME THE HIGH INFLATION RATE

The U.S. — FFR vs. Inflation Rate,
%
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The E.U. — Key interest rates vs.
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BNM DECIDED TO RAISE THE OPR BY 25 BPS TO 2.75%
CONTINUED POSITIVE GROWTH PROSPECTS IN THE ECONOMY
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Despite the public reaction to the
consecutive rate hikes and
GE15, BNM appears to be
independent/autonomous in
determining the direction of
monetary policy.

The GIG factor — the Global
environment, Inflation and
Growth prospects:

* Global:

« BNM IS more
concerned China
right now.

* Inflation:

* OPR hike is a “pre-
emptive” measure to
avoid excessive
demand. They may
pause if necessary.

« Growth:

* No aggressive hikes
in the offing to avoid
over-tightening.



BANKING SECTOR: SOFTER FINANCING GROWTH IN SEPTEMBER WEIGHED

BY THE NON-HOUSEHOLD SECTOR BANK(ISLAM
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» Financing activities grew slower by 6.40% y-0-y in September compared to 6.78% in August.

* Nevertheless, within the Household sector, financing for credit cards remained at double-digit growth for four straight months while the purchase of
passenger cars continued to record stellar performance.

» This shows Malaysia’s private consumption remains sturdy as the labour market improves further.



BANKING SECTOR: GROSS IMPAIRED FINANCING RATIO (GIFR) WAS

SLIGHTLY LOWER IN SEPTEMBER

GIFR, %
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* The GIFR ratio came in lower at 2.68% in September 2022 (August 2022: 2.71%). The ratio’s Construction sector, however, came in higher at
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4.99% in September, while Manufacturing & Quarrying remained elevated to record weak asset quality.

» Looking forward, the banking sector could see higher default rates moving forward, clouded by the rising interest rate environment, as well as

,; the economic slowdown going into 2023.
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DISCLAIMER BANK(ISLAM

Produced and issued by BANK ISLAM MALAYSIA BERHAD (Bank Islam) for private circulation only or for distribution under
circumstances permitted by applicable laws. All information, opinions and estimates contained herein have been compiled or
arrived at based on sources and assumptions believed to be reliable and in good faith at the time of issue of this document.
This document is for information purposes only and has no regard to the specific investment objectives, financial situation or
particular needs of any specific recipient. No representation or warranty, expressed or implied is made as to its adequacy,
accuracy, completeness or correctness. All opinions and the content of this document are subject to change without notice and
may differ or be contrary to opinions expressed by other business areas or groups of Bank Islam as a result of using different
assumptions and criteria. No part of this document may be used, reproduced, distributed or published in any form or for any
purpose without Bank /slam’s prior written permission.
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