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STRATEGY – MALAYSIA 

1H22 Outlook: Optimistic On Some Market Lift-off 
We remain optimistic for a market upswing at the start of the year as investors should 
be shrugging off fears over the Omicron coronavirus variant, and once again price in 
the region’s economic and border reopening. However, go defensive in 2Q22 as the 
market refocuses on global monetary policy tightening, in anticipation of policy rate 
hikes by major central banks. Our year-start top investment themes remain the 
economic reopening, a commodity supercycle and selected growth stocks.  

WHAT’S NEW 
• Anticipating a moderate market lift-off at the year start, fuelled by reopening hopes. 

As hoped, the highly infectious Omicron variant has thus far proven to be a milder strain 
since its discovery over a month ago, and as such, we expect most governments (inclusive 
of Malaysia =) around the world to soon loosen up movement restrictions. This will rekindle 
investor interests in economic/border reopening sector beneficiaries such as the tourism-
related, commodities, logistics, REITs and banking.  

• Market liquidity and risk indicators remain supportive for equities. Key measures of 
equity market volatility and risk premiums remain supportive of global equities, such as the 
relatively low levels of VIX and US credit spreads. In addition, the US yield curve has 
somewhat steepened in recent months, which we partly attribute to easing concerns that 
high inflation would create a stagflation in the US economy. In Malaysia, the 10-year 
Malaysian Government Securities yield of c.3.6% and credit spreads remain benign.  

• However, we still anticipate market consolidation by 2Q22 to reflect the completion of 
the US QE tapering programme and onset of the country’s policy rate hikes. UOB economics 
team expects the US Fed to raise its policy rate three times (75bp) in 2022, and Bank 
Negara Malaysia to raise the overnight policy rate (OPR) by 25bp. 

• End-22 FBMKLCI target at 1,635, based on 16.2x 2022F PE (historical mean). Our target is 
conservative relative to our bottom-up target of >1,700.  

• Palatable investment themes include economic reopening, commodity supercycle, 
selected export-oriented growth stocks and high dividend yielders, with the latter theme 
expected to gain prominence from 2Q22. The commodity theme should gain traction in the 
upcoming ‘super’ results season. We still foresee some trading opportunities in domestic 
investment themes related to GE15 and the digital economy (cloud migration, digital banking 
licence award, e-government).  

• OVERWEIGHT: a) reopening plays, particularly tourism-related (eg gaming), hard 
commodity stocks and banks; b) high-yielders such as Astro Malaysia, British American 
Tobacco, real estate investment trust (REIT); and c) prominent exporters in the electrical and 
electronics (E&E) and medical device segments.  

ACTION 
• Our top picks are Astro Malaysia, CIMB Group Holdings (CIMB), Genting Malaysia 

(GENM), Inari Amertron (Inari), My EG Services (MYEG), Press Metal Aluminium 
Holdings (PMetal), Telekom Malaysia (TM) and VS Industry (VSI).  

CURRENT FBMKLCI: 1,542
TARGET END-21 FBMKLCI: 1,635 
 
 
 

KEY ECONOMIC/MARKET PROJECTIONS AND 
ASSESSMENTS  
Indicator Prediction/Assessment for 2022 

GDP Growth • 5.5% (2021: 4.0%) 

Current Account • 2.0% of GDP 

Fiscal Balance • -6.0% of GDP 

Interest Rate • 2.00% (a 25bp hike in 2H22) 

Inflation • 3.0% 

RM/US$ • 1Q22: RM4.25/US$; 2Q22: RM4.28/US$ 

FBMKLCI  • End-22: 1,635 (16.2x 2021F PE) 

FBMKLCI Earnings • -3.4% core earnings growth in 2022; ROE 
of 10% in 2022 

Average CPO price • RM2,800/tonne 

Average crude oil 
price 

• 1H22: US$70/bbl; 2H22: US$75/bbl 

Source: UOB Global Economics & Market Research, Bloomberg, UOB 
Kay Hian 

FBMKLCI AND PE 

 
Source: UOB Kay Hian 

 

 
 
 
 
 
 
 
 
ANALYST(S) 
Vincent Khoo, CFA 
+603 2147 1998 
vincentkhoo@uobkayhian.com 

Malaysia Research Team  
+603 2147 1988 
research@uobkayhian.com 

STOCK PICKS 

Company Ticker Rec Mkt Cap Price 4 Jan 22 Target Price ----------- PE (x) ----------- ----------- P/B (x) ----------- ------ Div Yield (%) ------ 
   (US$m) (RM) (RM) 2022F 2023F 2022F 2023F 2022F 2023F 
Astro ASTRO MK BUY 1,187 0.96 1.08 9.9 8.6 4.1 3.7 7.6 8.7 
CIMB Group CIMB MK BUY 13,448 5.42 5.95 11.0 9.0 0.8 0.8 3.6 4.5 
Genting Malaysia GENM MK BUY 3,942 2.96 4.00 13.7 12.1 1.3 1.2 6.7 6.7 
Inari Amertron INRI MK BUY 3,593 3.99 4.40 38.5 36.7 6.0 5.9 2.4 2.5 
My EG Services MYEG MK BUY 1,914 1.09 1.58 17.1 20.9 4.7 4.1 1.8 1.8 
Press Metal PMAH MK BUY 10,955 5.70 7.10 23.1 21.1 6.7 5.7 1.8 2.0 
Telekom Malaysia T MK BUY 4,992 5.47 6.60 16.4 13.8 2.6 2.4 3.7 4.3 
VS Industry VSI MK BUY 1,226 1.35 1.90 20.8 16.2 2.7 2.5 4.5 5.8 

Source: Bloomberg, UOB Kay Hian 
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ESSENTIALS 
• Equities expected to see a lift-off at the start of the year as concerns over Omicron 

wane over time. The reopening of the region’s economies and borders (inclusive of 
Malaysia) remains a compelling re-rating catalyst for Malaysian equities. We expect most 
governments around the world to loosen movement and (albeit more gradually) border 
controls as the threat of Omicron wanes. After a month of the Omicron variant’s discovery, 
studies have consistently shown that Omicron is a mild strain. Cases have peaked in South 
Africa (where the Omicron variant was first documented), prompting the country to loosen or 
lift movement restrictions. As such, we remain hopeful that Malaysia would soon reinitiate 
bilateral travel bubbles with its neighbouring countries.  

• Higher beta strategy at the start of the year, but turning defensive going into 2Q22. We 
continue to advocate adopting a higher beta strategy for the start of 2022, with a particular 
focus on economic reopening plays - tourism-related sectors such as aviation, gaming 
(casino segment), banks, and selected commodity and technology companies. Moving on to 
2Q22, sectors in the limelight will continue to be aviation, gaming (casino segment) and 
banking, and joining the limelight would be defensive high-yielding companies/sectors such 
as Astro, British American Tobacco (BAT), gaming NFOs and REITS. Finally, the street 
would presumably be strategising for GE15 by mid-2Q22. Our prescribed 1H22 portfolio 
strategy is shown in the table below. 

• Our strategy resonates with key anticipated events. Prominent events anticipated in 
1H22 include the resumption or initiations of bilateral travel bubbles that would lead to a 
comprehensive border reopening, an exceptionally strong results season for commodity 
exporters, the return of foreign workers en masse, and at the company level, Genting 
Malaysia’s opening of its outdoor theme park, legalisation of vaping, award of five digital 
banking licences. GE15 will be in focus in 3Q22.  

• Other notable timely BUY calls include: a) reopening plays: Axiata Group, Genting Bhd, 
Heineken, RHB Bank; and b) high-yield plays: Sentral REIT, BAT, Magnum and Sunway 
REIT. 

 SELECTED INVESTMENT THEMES  

   Share 
Price 

Target 
Price 

Company Ticker Rec (RM) (RM) 

Reopening Plays 

CIMB Group CIMB MK BUY 5.42 5.95 

Genting Malaysia GENM MK BUY 2.96 4.00 

Commodity Supercycle 

Press Metal Aluminium PMAH MK BUY 5.70 7.10 

Dividend Plays 

Astro Malaysia ASTRO MK BUY 0.96 1.08 

British American Tobacco ROTH MK BUY 14.18 18.20 

Tech Bonanza (Structural Demand Growth, Trade Diversion) 

Inari Amertron INRI MK BUY 3.99 4.40 

VS Industry VSI MK BUY 1.35 1.90 

Explosive Digital World 

My EG Services MYEG MK BUY 1.09 1.58 

Telekom Malaysia T MK BUY 5.47 6.60 

Source: Bloomberg, UOB Kay Hian 

INVESTMENT STRATEGY FOR 1H22 
 1Q22

Gradual Border Reopening 
2Q22 

Reverse Global QE Effects 
Strategy Focus on economic reopening plays

Higher beta  Risk-off 

Sectors/Themes in Limelight Tourism related – gaming, aviation
commodity stocks 

banks 
e-government, digital banking, cloud migration 

selected emerging mid-cap growth stocks 

Yield-Recovery plays – REITs, Astro 
Consumer 

Position for GE15 strategy by end-2Q22 

Potential Underperformers Glove sector Commodities  
Small caps 

Source: UOB Kay Hian 

KEY EXTERNAL EVENTS and ANTICIPATED EVENTS 

4Q21 1Q22 2Q22

Others

Construction

Macro / Policy

Corporate Genting SkyWorlds Theme Park opening 

International Borders Reopening

Start of Pengerang Complex?

TNB: RP3 review. Special dividend

3Q22

Global 5G Deployment & Trade Diversion

Msia 5G blueprint: 5G Rollout

MRT3 tender

Public-Private Partnership 3.0 details

Vape Legalisation

Digital Bank License

GE15

National Energy Policy

Loan moratorium unwinding OPR hike

Ongoing foundry expansion to cater for booming end-demand

4Q21 1Q22 2Q22

Others

Construction

Macro / Policy

Corporate Genting SkyWorlds Theme Park opening 

International Borders Reopening

Start of Pengerang Complex?

TNB: RP3 review. Special dividend

3Q22

Global 5G Deployment & Trade Diversion

Msia 5G blueprint: 5G Rollout

MRT3 tender

Public-Private Partnership 3.0 details

Vape Legalisation

Digital Bank License

GE15

National Energy Policy

Loan moratorium unwinding OPR hike

Ongoing foundry expansion to cater for booming end-demand

 
Source: Media reports, UOB Kay Hian 
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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 
States of 
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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