g BANK(ISLAM
IS

WEEKLY MARKET UPDATES

12 SEPTEMBER 2022
ECONOMIC RESEARCH

FIRDAOS ROSLI
SHAFIZ JAMALUDDIN
NOR JANNAH ABDULLAH
RAJA ADIBAH RAJA HASNAN

Strictly Private & Confidential



KEY HIGHLIGHTS OF THE WEEK- ASEAN AND DOMESTIC ECONOMY
CONTINUED TO POTRAY HEALTHY ECONOMIC ACTIVITIES

. China-Consumer Price
ECB-Monetary Policy Index (CPI) ASEAN-Manufacturing PMI

BANK(ISLAM

v The European Central Bank (ECB) v' China's inflation softened by 2.5% v The S&P Global ASEAN
raised interest rates by an year-on-year (y-o-y) in August Manufacturing Purchasing
unprecedented 75 basis points ( afterincreasing by 2.7% in July. Manager’'s Index (PMI) was

bps) during its September 2022

The slower inflation was mainly

slightly higher to 52.3 points in

O meeting. The main refinancing due to ease in both food (August: August from 52.2 points in July.
g rate is now at 1.25%, the marginal 6.1% vs. July: 6.3%) and non-food It was the eleventh month of
o~ lending facility at 1.50% and the (August: 1.7% vs. July: 1.9%) amid expansion as six of the seven
O deposit facility one at 0.75%. strict Covid-19 curbs and adverse constituents recorded
E v In addition, the ECB was of the weather  conditions in  the improvements in operating
) view that interest rates should rise country. Within the non-food sub- conditions during August, with
'E further over the next couple indices, housing (August: 0.6% vs. Singapore registering the quickest
—_— meetings to dampen demand July: 0.7%) and household goods upturn.
and guard against the risk of a & services (August: 1.3% vs. July: Looking forward, interest rate
persistent increase in inflation 1.4%) moderated during August. hikes alongside a high inflationary
expectations. Furthermore, China has targeted environment  will likely pose
v Nevertheless, any changes wiill the annual inflation to reach 3.0% challenges and curtail demand in
confinue to be data-dependent. by end-2022. the coming months.
Malaysia-Industrial Production Index (IPI) Malaysia-Labour Market
3 v Moloysio'g IPl expanded by 12.5% y-o-y in July 2@22 after rising v The unemployment rate in Malaysia declined to
:'u=, py 12.1%.|n .June. ‘IT marked The.elevem‘h s’(rmgh’f monjrh of 3.7% in July 2022 from 3.8% in June.
QO increase in industrial oufput, mainly underpln.ned by hlgher v It was the lowest print since February 2020 (3.3%)
E production activities in both Mining (August: 3.2% vs. July: as the economy recovered from the Covid-19
o 2.1%) onq Monufo;fgrmg (Augus.f: 14.9% vs. June: 14.4%). pandemic.
a v Meanwhile, electricity production continued to grow by v The number of unemployed plunged by 20.2%

double-digits (August: 13.2% vs. July: 15.4%).

v The latest performance suggests that the Malaysian
economy continued to gain momentum despite elevated
risks from the external front.

to 620.7 thousand in July (June: 630.6 thousand),
while employment increased by 4.5% to 16.0
million (June: 15.9 million).



EQUITY MARKET — GAINERS OUTNUMBERED DECLINERS

WEEKLY MARKET PERFORMANCE

BANK(ISLAM

v The U.S. S&P 500 recorded a 3.6% weekly advance among the major equity market as market players
continued to assess the prospects for a monetary policy decision by the Federal Reserve (Fed) this month.

v Meanwhile, the Philippines’ PSElI dropped for the third straight week as it declined by 1.3% last week. This
was mainly underpinned by rising concerns over inflation and interest rate hike alongside the peso

depreciation against the U.S. Dollar (USD).

v On a Year-To-Date (YTD) basis, global equities were mostly in the red following heightened uncertainties in
the global market. This was due to anficipation of higher interest rates, particularly in the advanced

countries to curb the rising inflation.

Weekly Gain/Loss of Major Equity Markets, %
(Week Ending 9 September)
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EQUITY- BURSA SECTORAL INIDICES WERE HIGHER

Bursa Sectoral Performance, w-0-w%
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Sources: CEIC, Trading View
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WEEKLY SECTORAL PERFORMANCE

v’ Most of the sectors were in the
positive territory led by Industrial
(3.0%), Transport (2.2%) and

Technology (1.8%) during the week
ending on 9 September as a sign of
cooling inflation in the U.S. and
anficipation of less hawkish Fed’s
comments after September meeting
has supported the equity market.
Meanwhile, REIT and Consumer
sectors recorded the biggest losses at
1.1% and 0.3% respectively.

Looking forward, the FBM KLClI is likely
to tfrend between 1,490.0 points and
1,510.0 points this week due to
market  volatility and  cautious
sentiment ahead of the Federal Open
Market Committee (FOMC) meeting
on 20-21 September.
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SEVEN CONSECUTIVE WEEKS OF BUYING STREAK WERE SNAPPED LAST

WEEK AS FOREIGN FUNDS OFFLOADED RM42.5 MILLION NET OF

DOMESTIC EQUITIES

WEEKLY FOREIGN FUND FLOW

BANK(ISLAM

v' Foreign investors turned out to be net sellers as they dumped RM42.5 million of Malaysian

equities last week.

v' Upon a closer scrutiny, Bursa got off the week on the wrong foot as international investors sold
RM3.9 million net domestic equities on Monday. Then, they continued to be net sellers from
Tuesday to Thursday with RM920.5 million worth of outflows recorded within 3 trading days before

turning to net buyers on Friday.

v On a YTD basis, international investors have bought RM8.1 billion net of local equities in 2022 and
have been net buyers for 24 out of 36 weeks of 2022. Moving forward, we anticipate the higher
interest rate in advanced counties would trigger an outflow of capital, especially from emerging

markets.

Weekly Foreign Fund Flow in 2022

(RM Million)
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FIXED INCOME- FOREIGN INVESTOR MADE A COMEBACK IN AUGUST  BANK(SLAM

Bond Yields Weekly Change, bps

Foreign Fund Flows in Bond Market, RM

MEHEA ME A illi
2-Sepf22) 9-Sepf22) Change (bps) S0 billion
3-M UST 2.94% 3.08% 14 ' 6.1 54
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Source: CEIC Source: CEIC
v For the bond market, the UST vyields

% . : : :
increased between 13 bps and 16 bps Meanwhile, foreign investors turned into net

during the week ended on 9 September.

v Expectations of further monetary tightening
mainly drove the surge in UST yields following
the upcoming FOMC meeting on 20-21
September to bring inflation to the Fed’s
target of 2.0%.

v' On the domestic front, the MGS yields were
mixed between -1 bps and 1 bps following
BNM'’s decision to raise the Overnight Policy
Rate (OPR) by another 25 bps to reach

2.50%.
ECONOMIC RESEARCH

buyers with a total of RM5.6 billion of local
govvies purchased during August after
recording two straight months of foreign net
outflows (July: RM3.5 billion vs. June: RMA4.1
billion)

Cumulatively, the foreign fund posted a total of
RM1.2 bilion net outflows during 8M2022
(BM2021: RM27.4 billion) given the divergence
of monetary policy stance between advanced
countries and Malaysia.
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RINGGIT WAS PRESSURED BY THE PROSPECT OF RATE HIKES FROM THE BANK(ISLAM
U.s.

WEEKLY PERFORMANCE

v' The Ringgit depreciated by 0.3% w-o-w against the USD, closing at RM4.4960 on 9 September from
RM4.4820 in the previous week.

v' The uncertainties stemmed from the US." interest rate hike path in the upcoming FOMC meeting
later this month and moderating growth resulting from ultra-aggressive tightening.

v' In addition, during his latest speech at the Cato Institute conference, Fed Chairman Jerome Powell
signaled that the central bank is firmly committed to fighting inflation until the rate falls back to the
Fed's 2.0% target.

v' As such, investors would be eyeing the U.S. inflation report due on 13 September as it would shape
the Fed's view on whether to press ahead with another 75 bps rate increase.

v Following this, we foresee the Ringgit trading against the greenback between RM4.48 to RM4.49 in
the medium term.

MYR against regional currencies, w-0-w% MYR against regional currencies,
(Week Ending 9 September) YTD Gain% (As at 9 September)
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INR -0.47 N CNY W 1.0%
SGD -0.5% I INR -0.9% M
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AUD -0.87% NN IDR -3.6% N
EUR -1.2% I SGD -4.07 I
THB -1.37% I USD -7.4% I
-1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% -10.0%  -5.0% 0.0% 5.0% 10.0% 150%  20.0%
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COMMODITIES - BRENT PRICE DROPPED BELOW THAN USD100.00 PER ., . (is/ ant
BARREL FOR THE SECOND STRAIGHT WEEK

BRENT

v' Brent crude oil price fell by 0.2% w-o-w (9 September: USD92.84 per barrel vs. 2 September: USD93.02 per
barrel) as investors weighed on the weakening prospects of demand conditions against lower supply
moving forward.

v' On top of that, the bearish pressure last week was also attributed to the pledge of lower output by the
Organization of the Petroleum Exporting Countries Plus (OPEC+) producers as the group will reduce
production by 100,000 barrels a day next month.

v On the supply side, the U.S. crude oil inventories have been building up, as the U.S. Energy Information
Administration (EIA) reported. The crude oil stockpiles rose by 8.8 million barrels to 427.2 million barrels in the
week ending 2 September from 418.3 million barrels in the previous week. Similarly, the American Petroleum
Institute (APl) mentioned that fuel inventories increased by 3.6 million barrels for the week, which ended on
2 September, from 0.6 million barrels increase in the previous week.

Brent Crude in USD per barrel U.S. Crude Oil Inventory, ‘000 barrel - EIA
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COMMODITIES - GOLD PRICE WAS SET FOR ITS FIRST WEEKLY GAIN SINCE
EARLY AUGUST AS THE USD RETREATED DURING THE WEEK BANK(SLAM

GOLD

v Gold price increased by 0.3% to reach USD1,716.83 per ounce on 9 September from
USD1,712.19 per ounce in the previous week as the USD index dropped by 0.5% to 109.00
on the said date from 109.53 on 2 September.

v This is despite looming aggressive rate hikes from the U.S. Fed and other major central
banks. Hence, this has softened the rally in the USD index, causing a more diverse safe
haven and investment demand for gold.

v Additionally, the ECB raised rates by an unprecedented 75 bps during its September
meeting to battle inflation.

Gold in USD per ounce U.S. Dollar Index (DXY)
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Source: Bloomberg
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WHAT TO LOOK OUT FOR IN THE MARKETS THIS WEEK BANK(ISLAM

v

The Feds are now entering the blackout period before their 20-21 September meeting.
Overall, the tone set by the Fed officials continued to be hawkish with the Boston Fed
President Susan Collins stating that bringing the inflation down is the Fed’'s “Job One”.
Likewise, Fed Vice Chair Lael Brainard reiterated that tightening monetary policy will resume
for as long as it takes to tamp down the soaring inflation.

In addition to the CPI, the U.S. economic calendar data includes producer prices, industrial
production, regional manufacturing surveys, and consumer sentiment. Aside from the U.S.,
other countries such as the U.K., Germany, India, Spain, France, Italy, and the Eurozone wiill
release their CPl reports for August.

Elsewhere, the Central Bank of Russia (CBR) will hold its policy meeting this week to anticipate
rate cuts as inflation slows (August: 14.3% vs. July: 15.1%). Meanwhile, the Bank of England
(BOE) postponed its policy meeting for a week to continue the national period of mourning
for the loss of Queen Elizabeth Il. However, the central bank is expected to hike interest rates
aggressively, scheduled on 22 September, amid the double-digit inflation prinf.

Domestically, although BNM decided to raise the OPR by 25 bps last week, a rate pause is
possible in the November 2022 MPC meeting. Adjustment in the degree of monetary
accommodation is warranted following the country’s strong growth in 2Q2022, with inflation
anticipation in sight. Addifionally, the country is expected to record strong growth in 3Q2022
based on current high-frequency indicators.

The FBM KLCl is expected to trade between 1,490.0 -1,5610.0 points given the cautious outlook
from the investors for the upcoming FOMC meeting this month.



COVID-19 UPDATE: DAILY NUMBER OF CONFIRMED CASES

United

United

BANK(ISLAM

Global Germany  India Indonesia ltaly Japan  Singapore Thailand Kingdom States France Malaysia
7-Aug-22 995,571 21,953 13,461 18,738 4,279 34,997 | 214,879 11,903 105,507 2,250 6,529 149,702 28,518 2,728
8-Aug-22 936,384 24,043 7.176 16,167 4,425 26,656 198,563 4,798 55214 1,842 5412 30,224 21,528 2,863
9-Aug-22 639,277 17411 66,128 12,751 6276 11,975 172,998 3,541 149,839 - 1,955 6,530 30,736 5,090 3,083
10-Aug-22 898,683 25,747 67,555 16,047 5,926 43,078 196,732 7,965 151,747 14,353 2,335 8,017 103,369 38,211 4,896
11-Aug-22 902,158 26,401 55,894 16,299 5532 31,699 | 227,828 2,819 137,198 2,316 7.275 137,587 27,081 4,831
12-Aug-22 898,072 25,082 47,343 16,561 6,091 28,423 | 240,205 7,262 128,714 - 2,455 6,724 138,101 19,410 3,943
13-Aug-22 857,754 24,111 43,531 15,815 5104 26,689 192,364 5481 124,515 13,582 2,140 6,181 124,883 19,811 4,334
14-Aug-22 727,181 23,901 11,086 14,092 4,442 24,785 166,611 4,403 119,603 1,773 5327 135,541 21,175 3,045
15-Aug-22 762,769 23,581 6,476 14917 3,588 19,455 169,972 3,023 62,078 1,663 4,481 27911 16,347 2,437
16-Aug-22 507,376 18,103 54,406 8,813 5869 9,893 159,781 2,665 83,977 - 1,508 5,358 19,189 4,564 3,429
17-Aug-22 804,800 25,733 63,099 9,062 5253 8,941 178,286 5,202 180,709 12,162 2,461 6,408 103,760 6,331 3,516
18-Aug-22 889,255 27,870 52,351 12,608 4,039 36,261 208,483 3,762 178,503 2,143 5,530 126,084 30,652 4,071
19-Aug-22 871,038 26,424 42,841 15,754 5163 27,291 261,252 3,553 138,812 - 2,110 4,981 119,452 23,271 3,490
20-Aug-22 861,216 25,756 35,603 13,272 4,922 24,689 255,810 0 129,350 8,463 1,902 4,423 113,263 18,260 2,798
21-Aug-22 769,818 24957 9,657 11,539 3,949 24,392 | 242,790 5,666 110,944 1,968 3,822 132,043 19,870 2,464
22-Aug-22 688,501 25,251 5,049 9,531 3,300 19,470 | 217,875 1,951 58,886 1,531 3,263 25210 14,820 2,078
23-Aug-22 595,325 19,693 50,345 8,586 4,858 10,417 185,497 1,692 150,084 1,488 4,059 25,567 4,012 2,722
24-Aug-22 763,838 29,168 51,924 10,649 5,428 35,357 194,223 3,627 139,249 9,020 2,062 5132 85,808 28,988 2,636
25-Aug-22 794,273 32,027 44,084 10,725 5214 25388 | 237,410 2,645 113,295 2,002 4,668 114,900 21,289 3,206
26-Aug-22 773,184 30,805 35,744 10,256 4,549 23,435 | 227,139 2,397 101,140 - 1,749 4,382 129,596 13,851 3,118
27-Aug-22 714,327 29,364 32,319 9,520 4,170 21,995 196,628 - 95,538 9,192 1,631 3,635 109,032 16,317 2,491
28-Aug-22 455,920 28,156 8,008 9,436 3,228 21,802 - 4,103 85,295 1,769 3,283 111,796 17,833 2,191
29-Aug-22 724,872 30,209 4,806 7.591 2,871 17,647 | 326,090 1,448 43,023 1,273 2,939 25,380 14,110 1,946
30-Aug-22 477,498 23,517 46,024 5,439 5,070 8,347 125,907 1,410 115,596 994 3,279 24,730 3,806 2,144
31-Aug-22 663,843 34,704 47,461 7.231 4,563 31,087 139,582 2,900 103,887 9,554 2,240 3,653 85,068 27,358 2,340
1-Sep-22 645,672 38,197 36,790 7,946 4,094 21,814 167,340 2,154 81,515 2,004 2,853 113,027 19,240 2,356
2-Sep-22 632,809 37,797 30,205 6,168 3,616 20,498 153,313 2,044 89,586 - 2,046 114,929 11,392 2,328
3-Sep-22 596,131 37,264 28,405 7.211 3,260 19,158 135,425 1,948 79,623 9,489 1,942 98,560 16,399 2,244
4-Sep-22 505,963 36,356 7,653 6817 2,764 17,660 117,130 1,549 72,144 1,631 99,103 15,597 1,904
5-Sep-22 366,234 37,783 3,848 5910 2,340 13,196 105,010 1,309 37,448 1,360 11,016 12,894 1,486
6-Sep-22 393,162 27,188 40,852 4,417 3,607 6,608 84,295 1,176 99,781 - 1,062 14,354 3,443 2,067
7-Sep-22 472,582 39,674 33,311 5379 3,513 24,848 100,729 2,745 85,540 6,703 1,605 25,686 26918 2,428
Source: CEIC
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DISCLAIMER BANK(SLAM

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
fime 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 tfo 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 Islam’s prior written permission.
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