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2026 PROJECTIONS

BULLISHOUTLOOKONFBMKLCI
Analysts widely expect the key index to exceed 1,700 points by year end, with the narrative shifting
from defensive positioning to aggressive recovery
DIYANA ISAMUDIN
KUALA LUMPUR
bt@nst.com.my

A S the FTSE Bursa Malaysia
KLCI (FBM KLCI) moves
past global macro-driven
volatility, it is entering a

period defined by resilient domestic
expansionandfortifiedfundamentals.

Despite a challenging 2025, the
equity market ended the year firmer
at 1,680.11 points yesterday, a 2.9 per
cent gain from its opening of 1,632.87
onJan2.

In April, the key index slid to a
two-year lowof 1,400before staging a
gradual rebound.

Foreign investors remained net
sellers for the year. Bursa Malaysia
recorded a cumulative net foreign
outflow of about US$5 billion as of
Dec 26. However, foreign ownership
showed signs of stabilisation towards
theendof2025,edgingupto19percent
inNovemberfromalowof18.7percent
inSeptember.

Analysts widely expect the bench-
mark index to breach 1,700 points by
the end of 2026, fuelled by a conver-
gence of narrowing interest rate dif-
ferentials, a strengthened ringgit and
the rollout ofnationalmasterplans.

Leading the bullish outlook is CGS
InternationalSecuritiesMalaysiaSdn
Bhd, which projects the FBMKLCI to
climb to 1,810pointsbyyear end.

The key index had only exceeded
1,800points twice in the past decade:
1,892.65onJuly8,2014and1,895.18on
April 19, 2018.

While global headwinds remain,
the narrative for 2026 is shifting from
oneofdefensivepositioningtoaggres-
sive recovery.

With foreign shareholding at his-
torical lows and earnings visibility
improvingacrosskeysectors,analysts
believe themarket will see sustained
upward trajectory.

STRUCTURALSHIFTS
CGS International analysts Jeremy
GohandPremJearajasingamsaidwith
tarifftensionseasing,theyexpect2026
tobeacalmeryear for themarket.

They said Malaysia is well-posi-
tioned to navigate the United States
tariff environment, thanks to its rela-
tively higher share of duty-exempted
exports.

The analysts said the cumulative
exemptions from theUS tariff are one
ofthehighestinAsean,makingMalay-
sia less exposed to tariff risks.

Theyaddedthatthenarrowingdif-
ferencebetween theUS federal funds
rate andMalaysia’s Overnight Policy
Rateshouldbea tailwindfor thering-
git and the stockmarket.

Year Performance

2025 2.9%

2024 12.90%

2023 -2.73%

2022 -4.60%

2021 -3.70%

FBM KLCI’S 2021-2025 PERFORMANCE
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Research firms 2025 2026

CGS International SecuritiesMalaysia SdnBhd 1,690 1,810

CIMBSecurities SdnBhd 1,665 1,772

TASecuritiesHoldingsBhd 1,660 1,760

Kenanga InvestmentBankBhd 1,640 1,750

MBSB InvestmentBankBhd 1,650 1,750

Maybank InvestmentBankBhd 1,660 1,730

BIMBSecurities SdnBhd 1,614 1,722

RHB InvestmentBankBhd 1,620 1,720

Phillip ResearchSdnBhd 1,610 1,710

YEAR-END PROJECTIONS FOR FBM KLCI
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PERFORMANCE OF FBM KLCI CONSTITUENTS IN 2025

Maybank RM126.6b Maxis RM29.7b

CIMB RM89b Gamuda RM29.4b

Public Bank RM88b PetronasChemicals RM29b

TenagaNasional RM80b YTLPower RM28.7b

IHHHealthcare RM77b NestleMalaysia RM26.7b

PressMetal Aluminium RM58.7b IOI Corp RM25b

HongLeongBank RM48b YTLCorp RM23.8b

SDGuthrie RM39.6b Axiata RM23b

Sunway RM38b Kuala LumpurKepong RM22b

CelcomDigi RM37b AmBank RM21.5b

PetronasGas RM35.9b PetronasDagangan RM19.8b

MISC RM34.8b PPB RM15.7b

RHBBank RM33.6b MrD.I.Y. RM14.5b

99SpeedMart RM32b SimeDarby RM14.7b

TelekomMalaysia RM30.9b QLResources RM13.8b

MARKET CAPITALISATION OF FBM KLCI
CONSTITUENTS AS AT DEC 31, 2025

Source: Bursa Malaysia
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“Against the backdrop of stable
domestic politics, we opine that the
government’s economic reforms are
bearing fruit as the fiscal deficit is
trending lower, gross fixed capital
formation is robust on the back of
record-approved investments, while
private consumption growth remains
resilient with potential upside from
VisitMalaysia 2026.”

Phillip Research Sdn Bhd analyst
TanJianYuansaiddomesticdemand
remains resilient amidexternalhead-
winds where private consumption is
expected to remain themain growth
driver, supported by a strong labour
market.

“Given the potential of a lower
unemploymentrate,privateconsump-
tion isexpectedtoremainakeydriver
ofeconomicgrowthin2026.We expect
the unemployment rate to improve
slightly to 2.9per cent in 2026.”

WhilePhillipResearchexpects the
FBMKLCItohit1,710byyearend,Tan
saidfromabottom-upperspective,the
indexcouldevenclimb to 1,810.

“For 2026, we advocate a more
risk-on stance, focusing on themes
with clearer earnings visibility and
execution momentum, including
investment-led growth, data centre
expansion, energy transition, tour-
ism recovery and resilient domestic
demand.”

Afteradifficult2025,Tansaid2026
could be more favourable for Malay-
sian equities as easing trade tensions
andlooserglobalmonetarypolicybol-
stermarket sentiment.

He said a firm ringgit, coupled
withvaluationde-ratingseenover the
past year, has improved risk-reward
dynamics.

“In addition, continued support
from government-linked companies,
particularly large-caps, is expected to
underpin liquidity.”

RHB Investment Bank Bhd (RHB
Research)analystLeeMengHorngsaid
keydomesticpolicypillars, suchasthe
NationalEnergyTransitionRoadmap,
New IndustrialMaster Plan 2030 and
Visit Malaysia 2026, will underpin
multiple investment themes in2026.

This is reinforced by expectations
of a low-base earnings recovery from
2025, following the drag from tariff
uncertainties, Sales and Service Tax
ande-invoicingadjustments.

“A weakening US dollar, together
withrisingcorporateactivitiessuchas
restructuringandvalue-unlockingini-
tiatives, should further lift sentiment
inthisspace.Weexpectbottoming-out
laggard plays to re-emerge as a key
themeamidpotentialcyclicalrecovery
andsectorrotation.Sectorslikelytobe
infavourincludeconsumer,construc-
tion, industrial products, logistics, oil

andgas,technologyandgreenenergy.”

BETTERCORPORATEEARNINGS
CIMB Securities Sdn Bhd analyst Ivy
Ng Lee Fang expects corporate earn-
ings to grow 6.4 per cent this year,
following an estimated 1.4 per cent
increasein2025and10percentgrowth
in2024.

She said in a note the potential
growthwillbedrivenbystrongerearn-
ings frombanks and utilities, includ-
ingTenagaNasionalBhd(TNB),CIMB
GroupHoldingsBhd,GamudaBhdand
PublicBankBhd.

Collectively, these companies are
expectedtomakeupabout3.2percent-
age points, or 50 per cent of the pro-
jected 6.4 per cent of the FBMKLCI’s
earningsgrowth.Suchanachievement
wouldmarkthefifthconsecutiveyear
of corporate earnings growth for the
FBMKLCI.

“Bank earnings are projected
to grow on the back of higher loan

growth, a rise innon-interest income,
an improvement in net interest mar-
gin andbenign credit costs of 25basis
points.Overall,weexpectbanksunder
ourcoveragetoachieve4.2percentnet
profit growth in2026.

“Utilities sector earnings are pro-
jected to grow 6.4 per cent in 2026,
supported by higher contribution
from TNB. Excluding banks, FBM
KLCI earnings are forecast to grow at
a higher rate of 9.4 per cent in 2026,
reflectingstrongergrowthacrossnon-
bankingsectorssuchaspetrochemical
andconstruction,”Ngsaid.

On mid- and small-cap compa-
nies, RHB Research said the FTSE
BursaMalaysia Mid 70 (FBMMid 70)
and FTSE Bursa Malaysia Small Cap
Index(FBMSmallCap)arepoisedfora
reboundin2026,reflectingahistorical
patternof alternatingyears of outper-
formanceover thepastdecade.

As of Dec 5, the FBM 70 and FBM
Small Cap declined 9.9 per cent and

11.3 per cent, respectively, underper-
forming the FBMKLCI which fell 0.1
per cent.

Lee said althoughmid-caps saw a
brief resurgence of interest between
September and November, the rally
was short-lived as investors quickly
rotatedback intodefensive stocks.

“As one of theweakest-performing
markets in the region in 2025, we
believe attractively valued small- and
mid-cap stocks are likely to regain
investor interest in 2026, particularly
in an environment where catalysts
for large-capnames remain relatively
scarce.

“Tradingbelowlong-termvaluation
means and offering amore balanced
risk-rewardprofile,small-andmid-cap
counters should be prime beneficiar-
iesofrotationalflowsasinvestorsseek
incrementalalpha.Importantly,ample
domestic liquidity should continue to
serveasakeypillarofsupportandmar-
ket stability.”
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