DATE

PUBLICATION

SECTION
HEADLINE
CATEGORY

MEASUREMENT

TONE
REMARKS

20 MAY 2024
THE EDGE
CAPITOL

ESE

NTE

Advisory

1Q EARNINGS PERFORMANCE KEY TO SUSTAINING MARKET RALLY

MENTIONED
270 CM2
NEUTRAL
N/A

1Q earnings performance

key to sustaining
market rally

BY LEE WENG KHUEN

uelled by investor optimism, Bur.
sa Malaysia's benchmark index the
FBM KLCT is up more than 10% year
todate YTD) ouperforming mostof
its regior

Ofthetop 100companies by marketcap
italisation (exceeding RM3.2billion),a third
are trading above Bloomberg’s consensus
target price.

Have investors become too bullish or are
analysts too conservative in their corporate
camnings forecasts:

Alexander Chia, head of regional research
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Of the top 100 Bursa-listed companies by market cap, these firms

have recorded the highest YTD gains
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positive, he tells The Edge.
Fortress Capital Asset Management sdn

Bhd CEO Thomas Yong concurs, as he be-

lieves that investorshave beentoo bulsh
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Macauaric Fquiy Receare b ently ini-
tiated coverage on YTL Power with a target
price of RM7.30 — the highest among the
13 analysts covering the stock — based on
the fact that the market has yet to price in
the full earnings potential ofits new intel
ligence (A1) bu

1PO performance in 202

Master Tec Group Bhd
KITS Group B
Keyfeld nternational Bhd

edfor nearly half of the top 20 best-perform:
ing stocks list

SP Setia Bhd (KL:SPSETIA) led in this
space with an 88.8% gain to close at RMLS1
last Wednesday against the consensus tar
get price of RM1.2¢

Glove stocks also came under the spot.
light last week after chalking up gains in
response to higher US tariffs on Chinese
imports including gloves. However,analysts
have urged caution. CGS International, ina
May 15 note, says it is
weight” call on the glove sector as it believes
that FY2026's return on equity of below 10%
is under pre-pandemic levels. As such, it
says the recent strong sector price-to-book
value rerating is not justifie

‘Analysts believe that the market direc
tion until the end of May will depend heav-
ilyon first quarter (1Q) corporate earnings.

Chia says: “If 1Q earnings are broadly in
line with expectations, then we can expect
the positive market sentiment to be sus.
tained. We are forecasting 9% EPS (earn.
ings per share) growth for the FBM KLCL
stocks for 2.

head of a bank-backed research

isaty Wit O4ciies e siasas RS
there is a good chance the stock market rally
will carry on solong s earnings deliver and
donot disappoint.
looking for management guid:
making any revision to earnings forecasts,

Mataysia’s stock market i running on
thematic plays,especially on infrastructure
development, FDI (foreign direct invest
ment),Johor property and the Johor-Singa
Jove Speck] Beonomie Zoner he obseres

‘The FBM KLCI is currently trading at
a price-carnings ratio of about 15.2 times,
which is still below its historical average
of 17 times. Last Thursday’s close of 1,611.11
points suggests a potential upside of 4.5%,

g its “under-
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Weekly market participation on Bursa Malaysia (= mi)

drive foreign funds to rotate to other mar
kets and asset classes

Foreign funds returned as net buyers
of Malaysian equities in the recent three
weeks, after eight weeks of net selling. For

target of 1,684.07 points.

Average daily trading value of on-market

transactions for the first four months of 2024
RM2

foreigners'net buying
‘amounted to RM1.06 billion — the strongest
weekly net buying in two years. This was
followed by a net inflow of RM961.1 mil

with the same period last
‘According to Bursa's equity market high
lights, there has been increasing interest
by foreigners to open a Central Depository
System (CDS) account to trade.
“Account openings by foreigners have
doubled in the most recent months (March:

lion for May 10, according
to MIDF Research.

‘The inflow prompted local institutions
to take some profit in the past two weeks,
with net selling of RM943.1 million and
RM724.9 million for the weeks ended May
3and May 10 respectively

At the same time, retal nvestorscon
i

April 2024, dwith

ary 2024). Account openings by foreigners

increased close to 100% in 102024 compared
with the corresponding quarter in 102023,
On May7,2024, the market value of Bur

sa-listed stocks hit the RM2 trillion mark

for the first time.

the ninth consecative week to the tune of
RM236.2 million fort

RIB'sChia s encouraged by the net buy
ing of Malaysian equities by foreigners in
the first two weeks of May.

i) hel

ended M

stone to several positive factors, including
optimism over better corporate earnings

ing to drive the liquidity play:Since 2017, for-
gnershave netsodaround RMSobillon

Microsoft Corp's a that it is
o invest USS2.2 billion (RM10.3

billion) in cloud and Al infrastructure in
Malaysia;and the appointment o VSTECS
/STECS) as the first Amazon Web
Services distributor i Malaysia,which
would further strengthen Malaysia's posi.
tion in the cloud and data centre segments.
In addition, there are revived expecta
tionsof rate cusbythe US Federal Reserve:
pre ‘measure that could

o the foreign
m\r\ehhxp Level havt Tllers o below 0
Most foreign funds have been “underweight"
Malaysia.

He says interest in the stock market
will be supported by political stability, pro-
gress on economic and fiscal reforms and
new FDI flows. In addition, Malaysia will
benefit from higher US tariffs on Chinese

wports, which will accelerate the China
Phuo One shit

k-4

Chia sees opportunities in the small-cap
space, many of which are under-researched
1 recenly released s Top 20 Malay

sia Small Cap Jewels 2024 edition report
1ts recommendations in the tech indus-
try include Cloudpoint Technology Bhd
(KLCLOUDPT),Oppstar Bhd (KL:OPPSTAR),
Qs Group Bhd (KLQES) and TT Vison
Holdings Bhd (KL-TTVHB
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take profit, Wan says it would be sensible
for retail investors to lock in some profit
while waiting for confirmation that the

of the view that the Malaysian market re
‘mains attractive compared with its histori
cal valuation, with expectations of positive
news flow

“Apart from the index, many small-mid
capstocks have also performed well. Inves
tor optimism was fuelled by compelling
valuations,favourable government policies,

“although the timing of US interest
rate cuts has become somewhat unc

merging markets will eventually benefit
from positive fund flows when that happens.
On balance, market sentiment is likely to
stay resilient in the near term.”

Having said that, he stresses that corpo-
rate earnings are crucial for the sustaina:
bility of the market rall.

“As we enter the corporate earnings re-
porting season, institutional investors will
rebalance their portfolios according to their
revised expectations for each stoc
there will be volatility in certain affected
stocks. Retail investors should similarly
seassess the fundamentals of their stock
holdings

With increased foreign institutional

ACE Felaings Bhd (FLMCENLE) Supen
comnet Technalogies Bhd (KLSCOMNET)
4 YBS International Bhd (K
her picks inchude New Hoong Fatt
Holdings Bhd (CLINHFATT) PA Resources
KL:PA), Inta Bina Group Bhd (KLINTA),
Kimlun Corp Bhd (KL:KIMLUN), Muhib
bah Engineering () Bhd (KLMUHIBAID,
Able Glot KLLABLEGRP), Karex Bhd

stocks that continue to deliver improving
fundamentals.

“The banking sector and utilities sector
remain attractive with decent valuations
and dividend yield.They are benefiting from
an improving economy.”

He still sees opportunities for themat.
ic plays in sectors such as property, con.
struction and renewables, while advocat

LEARE) Shanget d
KLSHANG), Umedic umupﬂhd KL:UMC)
Deleum (KL:DELEUM) and Avaland Bhd
KL:AVALAND)

Inter-Pacific Securities head of res

rch

as the semiconductor cyele is expected to
bottom out

Itis worth noting that the initial public
offering (1PO) market has been decent thus

Victor Wan prefers to err on
tion as he believes local equities are over.
bought.“We may see consolidation first, but
it won't bea severe pullback at this stage.
‘We need to make sure that the

mg)gm\\lhmnunhup»\llh(hvklmﬂ»!
malyhatwe have right now; bes
e e will e cbeersing how much e
corporate earnings will be as “we need a
further impetus’

institutional funds have started to

theiroffe price. Three new list
ter Tec Group Bhd (KL:MTEC), KITS Group
Bh (KLIKITS) and KeyfedsTnterational

KL:KEYFIELD) — are now trading at
bty price.

Given the strong PO pipeline, Bursa s
optimistic that it can achieve its target of
4 1P0s this year vith a colective market

3 bilionAs st My, total
of15 companies had been st
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