June 09 foreign flows - Still positive, albeit smaller net inflow 


As expected, foreign funds stayed net buyers of Malaysian equities for the third straight month in June. Statistics from EPFR reveal a net inflow of US$26m in June, smaller than the April and May inflows. This is somewhat surprising considering that investors are starting to pay more attention to Malaysia which has lagged behind regional peers in this rally. We believe inflows will improve in the coming months given the good foreign investor turnout for the Invest Malaysia 2009 conference held on 30 June-1 July and positive policy announcements by the government. We maintain our OVERWEIGHT stance on Malaysia and year-end KLCI target of 1,220 points. For our top-10 stock picks, we are dropping IJM Corp, RHB Cap, Genting and MRCB and replacing them with AMMB, WCT, Sime Darby and Tenaga. While we still like the stocks that have been dropped, the four additions are our top picks in their respective sectors.
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BNM Says Economy Shows Signs Of Stabilising, Leaves OPR At 2.00 Pct

KUALA LUMPUR, July 29 (Bernama) -- Bank Negara Malaysia (BNM) decided to leave the Overnight Policy Rate (OPR) unchanged at 2.00 percent, at the Monetary Policy Committee (MPC) meeting Wednesday.

It said: "Since the previous MPC meeting, signs of stabilisation of the global economy have emerged whilst conditions in the international financial markets have generally improved."

It said that in the advanced economies, while the overall economic conditions continue to remain weak, the pace of decline in economic activity is slowing.

"There is also evidence of improvements in economic activity in most regional economies," it said in a statement here.

BNM said measures to stabilise the financial systems in the advanced countries, combined with the cumulative effects of fiscal and monetary stimulus, have continued to contribute towards a gradual improvement in economic activity in most countries.

"Conditions in the domestic economy have also shown signs of stabilising in the second quarter, with several indicators such as the industrial production index and retrenchments recording a slower pace of decline," it said.

Going forward, BNM said improvements in labour market conditions and business and consumer sentiments will provide support to domestic demand.

In addition, the accelerated implementation of the fiscal stimulus, the continued access to financing and the lower rate of inflation will also contribute to the improvement in the domestic economy in the second half of 2009 and into 2010, it said.

"In accordance with expectations, inflation continued to moderate and turned negative in June.

"The decline in inflation is largely a statistical outcome reflecting the sharp rise in inflation in June 2008, when fuel prices increased following the reduction in fuel subsidies."

BNM said the negative inflation is expected to be temporary and is projected to turn positive as domestic economic conditions improve.

"The assessment is that with the current low interest rates and with the fiscal stimulus gaining traction, the prevailing policy measures are sufficient to provide support to economic activity."



-- BERNAMA

