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STRATEGY – MALAYSIA 

12MP: A Prosperous, Inclusive, Sustainable Malaysia 
While 12MP incorporates pragmatic aspirations that target to deliver shared prosperity 
and environmental sustainability via adopting game-changing initiatives and policy 
enablers, we expect a neutral reaction from the short-term oriented equity market. 
Nevertheless, we continue to expect Malaysian equities to stage a meaningful uptrend 
through 4Q21, in tandem with the nation achieving its COVID-19 vaccination threshold 
which would allow a fuller reopening of the economy. 

WHAT’S NEW 
• Shared Prosperity Vision 2030. PM Ismail Sabri tabled the 12th Malaysia Plan, 2021-25 

(12MP) in parliament yesterday. Themed ‘A Prosperous, Inclusive, Sustainable Malaysia,’ 
12MP is Malaysia’s new development narrative and is structured to achieve sustainable 
economic growth, with a focus on equitable wealth distribution, the wellbeing of the ‘rakyat’ 
(people) and environmental sustainability. The plan targets GDP growth of 4.5-5.5% p.a. 
from 2021-25, driven by private consumption and external trade, and GNI per capita to hit 
RM57,882 by 2025 (see RHS). Strategies identified to boost economic fundamentals 
include: a) developing future talent, b) accelerating technology adoption and innovation, c) 
enhancing connectivity and transport infrastructure, and d) strengthening the public service.  

• 12MP encompasses three themes (resetting the economy, strengthening security, 
wellbeing and inclusivity, and advancing sustainability), 14 game changers and four policy 
enablers (see RHS). 

• While there is a substantially higher development allocation of RM400b (11MP: 
RM260b), a higher allocation (>50%) would be channelled to the six less developed states 
(vs 46% in 11MP’s RM260b allocation). Meanwhile, 12MP reiterated the government’s 
commitment to selected mega projects (ECRL, Johor Bahru-Singapore Rapid Transit 
System, Pan Borneo Highway).  

• Green initiative. 12MP also focuses on advancing green growth as well as enhancing 
energy sustainability and transforming the water sector. This will address the issues of 
climate change, unsustainable consumption and production practices, loss of biodiversity, 
lack of coherence in the implementation of policies and inefficient water resource 
management. 

ACTION 
• We remain positive on economic reopening and maintain our end-21 FBMKLCI target 

of 1,635, which implies 16.2x 2021F PE (mean PE), and is conservatively well below our 
bottom-up target of 1,732. There is continuity to the FBMKLCI’s upside, and the end-22 
target could hypothetically reach 1,775 assuming historical year-end PE valuations 
(+0.5SD to mean).   

• Economic reopening, commodity super-cycle and technology plays should gain more 
traction through 4Q21. Our top picks are CIMB, Genting Malaysia, Inari Amertron, MYEG, 
Press Metal, Sunway Berhad, Telekom Malaysia and Pentamaster. Major beneficiaries of 
reopening include the tourism-dependent aviation and gaming (eg GENM) sectors and 
banks, while the beneficiaries of a commodity super-cycle include BUY-rated Press Metal, 
OM Holdings and Malaysia Smelting Corp.  

CURRENT FBMKLCI: 1,533
TARGET END-21 FBMKLCI: 1,635 
 
 
3 THEMES 
• Resetting the economy 
• Strengthening security, wellbeing and inclusivity 
• Advancing sustainability 
Source: 12MP 

14 GAME CHANGERS 
• Imperatives for reform and transformation 
• Catalysing strategic and high impact industries to boost 

economic growth 
• Transforming MSMEs as the new driver of growth 
• Enhancing national security and unity for nation-building 
• Revitalising the healthcare system 
• Eradicating hardcore poverty 
• Multiplying growth in less developed states 
• Embracing the circular economy 
• Accelerating adoption of the integrated water resources 

management (IWRM) 
• Improving TVET Ecosystem to produce future-ready talent 
• Enhancing digital connectivity for inclusive development 
• Commercialisation, wealth generation and economic growth 
• Transforming the logistics ecosystem for greater efficiency 
• Transforming the public service through the whole-of-

government approach. 
Source: 12MP 

4 POLICY ENABLERS 
• Developing future talent 
• Accelerating technology adoption and innovation 
• Enhancing connectivity & transport infrastructure 
• Strengthening the public service 
Source: 12MP 

12MP KEY HIGHLIGHTS 
Macroeconomic targets 
• GDP growth at 4.5-5.5% p.a. 
• GNI per capita to hit RM57,882 by 2025.  
• Average monthly household income to reach RM10,065 by 2025 

(2020: RM7,160). 
• Compensation of employees to GDP to rise to 40% of GDP by 

2025 (2020: 37.2%) 
• Unemployment rate of 4% by 2025 
• Federal government debt to GDP to fall to 3.0-3.5% by 2025. 
• Development allocation: RM400b (11MP: RM260b). 
• Digital economy to contribute 25.5% of GDP. 
Source: 12MP 
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STOCK PICKS 
Company Ticker Rec Mkt Cap Price 27 Sep 21 Target Price --------- PE (x) --------- --------- P/B (x) --------- ----- Div Yield (%) -----
   (US$m) (RM) (RM) 2021F 2022F 2021F 2022F 2021F 2022F 
CIMB Group CIMB MK BUY 11,503 4.81 5.50 11.8 9.3 0.8 0.7 3.4 4.3 
Genting Malaysia GENM MK BUY 4,077 3.02 3.40 (12.9) 14.3 1.4 1.4 2.8 6.5 
Inari Amertron INRI MK BUY 3,325 3.78 4.30 35.9 34.3 5.6 5.5 2.5 2.7 
My EG Services MYEG MK BUY 1,607 0.94 2.65 10.5 11.4 2.1 1.8 2.9 2.6 
Pentamaster Corp PENT MK BUY 964 5.67 6.20 45.1 36.8 6.1 4.6 0.3 0.4 
Press Metal PMAH MK BUY 10,800 5.60 6.90 37.6 24.4 7.9 6.7 1.1 1.7 
Sunway Bhd SWB MK BUY 1,961 1.68 2.25 31.4 17.1 1.0 1.0 1.3 2.3 
Telekom Malaysia T MK BUY 5,209 5.78 6.80 17.9 15.6 2.9 2.7 3.3 3.8 

Source: Bloomberg, UOB Kay Hian  
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12MP IMPACT ON SELECTED SECTORS  

Sector Key Highlights / Impact 

Banking 1) Transforming the financial ecosystem to meet future needs, through: a) promoting innovation and 
competitiveness to enhance efficiency, along with b) facilitating more financing across 
business life cycle 

2) Promoting a sustainable and inclusive financial system: a) promoting Islamic finance, b) 
advancing financial inclusion and literacy, together with c) enhancing sustainable financial services. 

Broadly market neutral as these are not something new, as the regulator and banks have already been 
embarking on such initiatives. Maintain OVERWEIGHT on the sector as valuations remain compelling on 
the back of economic re-opening. 

Construction The government reiterated its intention of taking the private financing initiative route to fund future 
infrastructure projects. The government will be allocating facilitation funds for infrastructure projects, under 
the Public-Private Partnership (PPP) 3.0 model. Under the PPP model, the project implementation will not 
involve the government’s financial commitment and to be implemented through Request for Proposal 
(RFP). More details of the PPP model are expected to be announced in mid-22. The government is also 
forming a special committee so the negotiation of the PPP projects can be finalized within a one-year 
period. Based on the estimated timeline, the first project(s) under this model will only be rolled out in mid-
23 at the soonest. The government also highlighted, in view of the constraints in the allocation of 
development expenditure, the infrastructure projects will be implemented in phases to ensure fiscal 
sustainability. We are neutral on the announcement, pending more details of the PPP model. 

Oil & Gas 12MP laid out the roadmap of the Sabah and Sarawak Gas Masterplans that were finalised in 2020, which 
are intended to help those states develop their own sustainable and high-value petrochemical economy 
supported from their own natural gas resources, and thus ensuring a sustainable long term energy 
development. The government is also in the midst of developing a National Energy Policy that will include 
cleaner energy such as hydrogen. These are not new developments, for instance, Petronas has already 
signed the Commercial Settlement Agreement with Sarawak last year to support Petros' and Sarawak's 
Gas Masterplans. Thus, although it has not yet materialised in the near term, it supports our mid-to-long 
term belief that the future local capex direction may be more focused on Sarawak's and potentially more 
downstream developments. Aside from obvious Petronas subsidiaries like Petronas Chemicals and 
Petronas Gas, Sarawak-based O&G and non-O&G players (including the likes of Serba Dinamik, Dayang 
and Petra Energy) are expected to benefit from more vendor participation in Sarawak's future development 
in petrochemicals and clean energy segments as dictated by 12MP. 

Property With the deteriorating housing affordability, the government has committed to build another 500,000 units 
of affordable houses under the 12th MP (282,000 units or 43% of the target were built in the 11MP). On 
the other hand, a total of RM2.25b will be allocated to provide housing assistance to the poor. This 
includes building and repairing 85,500 units of houses (88% in rural areas and 12% in urban areas). 

For financing facilities, the rent-to-own (RTO) programme will be expanded to cover houses priced up to 
RM500,000 with an option to purchase the property within five years of renting. In addition, the Fund for 
Affordable Homes and Youth Housing Scheme will continue to be provided in financing the purchase of the 
first house. 

Neutral. The 500,000 housing units will be constructed under the government scheme (such as PR1MA, 
Rumah Mesra Rakyat and etc.) and the private sectors, but no details or allocations have been earmarked. 
We believe the incentives would come from the enhanced financing facilities, but note that the RTO 
programme is already ongoing (announced during Budget 2020). All in all, the direct impact to developers 
should be minimal, and we think the measures are insufficient to address the property overhang issues. 

Source: 12MP, UOB Kay Hian 

 

 

 11MP REVIEW (TARGET VS ACTUAL)
 Target  Actual 
GDP growth pa 4.5-5.5% 2.7% 
GNI per capita RM47,720 RM42,503
Average monthly household income RM8,960 RM7,160 
Unemployment <3.5% 4.5% 
Fiscal balance (% of GDP) -3.0% -6.2% 
Labour productivity RM88,450 RM89,025
Share of compensation of employees 
(% of GDP) 

38% 37.2% 

Inflation 2.0-3.0% 1.3% 

Source: 12MP 

GDP BY EXPENDITURE (IN 2015 PRICES) 

GDP 
Actual 
2020 

Target 
2025 

Average 
annual growth 

rate (%) 

 (RMb) (RMb) 11MP 
12MP 
Target

Private expenditure 1010 1315 3.9 5.4 
- Consumption 799 1060 4.7 5.8 
- Investment 211 254 1.2 3.8 
Public expenditure 250 296 -0.8 3.4 
- Consumption 180 216 3.2 3.7 
- Investment 70 80 -7.9 2.6 
Exports of Goods & Services 827 1098 0.2 5.8 
Imports of Goods & Services 739 996 0.3 6.1 
GDP 1344 1713 2.7 4.5-5.5

Source: 12MP 

GDP BY SECTOR (IN 2015 PRICES) 

GDP 
Actual 
2020 

Target 
2025 

----- Average annual -----
growth rate (%) 

 (RMb) (RMb) 11MP 12MP Target 
Agriculture 99 120 0.4 3.8 
Mining 92 105 -2.2 2.6 
Manufacturing 308 406 3.3 5.7 
Construction 54 66 -0.7 4.2 
Services 776 999 3.8 5.2 
Import Duties 15 18 0.8 2.8 
GDP 1344 1713 2.7 4.5-5.5 

Source: 12MP 
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
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America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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