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by AUFA MARDHIAH &
NURNABIHAH DINI

THE Malaysian equity market enters
2026 having shed much of the bruising
volatility that defined the previous year.,
As the dust settles on the global
trade ructions of 2025, the narra-
tive surrounding the local bourse has
shifted from defensive positioning to
the prospect of a structural breakout.
Anchored by the official commence-
ment of the 13th Malaysia Plan (MP13)
and a markedly firmer ringgit, the FTSE
Bursa Malaysia (FBM KLCI) is broadly
expected to test new post-pandemic
The h

houses is clear: While the global back-
drop remains unsettled, Malaysia's

1 - 3 create a “sweet spot” foranequ‘ityv;!::
They £.4 P
' the 1,770 Threshold

re-ratln Gébeoms
5 tious year-end targets set for the FBM

KLCI, which many strategists believe is
h ot : — on the cusp of a meaningful re-rating.
tof I ernin v CIMB Securities Sdn Bhd leads the
z ; bullish consensus with a target of 1,772
points, implying a projected return of
about 10% from late-2025 levels,

This target is anchored on a forward
price-to-earnings (P/E) multiple of 15.8
times — about 1.5 standard deviations
(SDs) above the five-year historical aver-
age — a premium justified by expecta-
tions of continued political stabilityand
clearer policy direction. .

A bottom-up analysis suggests this is

MB! B !.nvesunem Bank Bhd (MBSB
Research) broadly shares this construc-
tive view, setting a baseline target of
1,750 points.

Its valuation is based on a forward
PER of 15.2 times, underpinned by
expectations that the positive momen-
tum seen in late 2025 will be sustained

bya* tlook and
positive eammgs performance”,
SEE PAGE 3
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Within its m universe,
dellver the laj l:lrthp .
‘tribution, wh'?l:“th: industrial
products and services seetor is
forecast to record the strongest
percentage earmings growth.
Public Investment Bank Bhd
gut}fn). while more muumeﬂr
4 nd of
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forward PER and
ingsx nﬂi.n.
ough canservative rela-
‘thve to peers, this target remains
‘slightly above one standard devia:
tion of ite 10-year historienl
average, signalling that even
cautious strategists see room for

expansion.

PIVE notes that “market valua-
tions miry have room to rise further
e 1o evcess lguidity®, thmlt
‘maintaing a '{ridlng-o:

Mnldlas.whhh!dlmamﬂ
low of 18.7% in September 2025.
Analysts argue that this posi-
tioning effectively puts a foor
mmmuwm
d“"ﬂf'ﬁw d” thriugh niuch of
s Sl ]
As glub-’?c:ntnl banks,
including the US Federal Reserve
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NG is expected o contbute 37 poits o the FOM KLl index, driven by its central role in the expansion
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firmer t and attract return
inﬂuwu!’fnmimlﬁmdr providing
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1 Hiquidity support for

'FBMKLCL

more aggressive monetary easing
mmpod“inf:mmmninsLEuo-
nomy, concerns over
Us dollar debasement.

Atth

[ Caestod 1 . i

umkmd attract rewurn inflow
of foreign funds®, providing the
liguidity needed to unlock 1,770
The Policy Engir
The structural shift underpin-
‘ning Malaysia's 2026 outlook is

anchored by the formal rollout of
muukhupmmmm

p 1, @ stronger

risks add to
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It lowers input costs for

import-dependent sectors, provid-
iﬂt-m-tlu relief Sot'wm_lmie!

‘Fund and Permodalan Nasional
Bhd (PNB).

By 2026, the programme’s next
phase will involve more than 30

asa Ihul it , but as the
primary. ul,;llle of o multi-year
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mﬂuma\.ﬂummm

wlift
market capitalisation by RM100
billion.
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PIVB notes it "muunuu 0

~ MBSB Research Mags major

around 1.99%-2%, fing Bank
Negara Maluysin: [nm-l) with
policy Mexibility.
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. Overnight Policy Rate (OFR) to

Femain At 3%, some resear
Tiouses, )
lﬂmlwwﬁw m

winds In

Fiscal emuollﬂuim contin-
ues, with the government target-
Inga narrower fiscal defielt of 3.5%
of GDP (around RM74.6 billion),
down from 3.6%in 2025,

Improved revenue collection
lulh*lng the Coretax rollout,

¥mnmmmlaofm:mmnm
n 2026, further ns the.
appeal of MGS. R

As MBSH Research notes, market
momentum relles on a “sanguine
economic outlook llld positive

'R‘klle u-pnn-odemnd ectors
M!cuqmicrrdaud headwinds,

bﬂﬁﬁtu Investor confidence as
the eountry advances towards the
high-incame goals outlined in

~Although :h A6th General
Election (GE16) is officially due
by February

20246, strategists are
alrady considering a -pouihlz:

geopolitica : as a
low-probability but high-impact
quickly

‘threat that could

PIVB expects
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year in office,
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Juhor(kmwl- syl
'|1|=l¢ u;:rsu are. mn a8

This “value-up* i
only to deliver a minimum 7.5%
mnuu!wlma.hu t also to channel
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iling, wi
an estimated mmoullhnnnn-

exchange-rate volatility.
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sectors such. as

‘eated over five years. i
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~ This sustained fiscal push is
Aintended o elose the “execution

gap” between investment commit-
ments and ecanomic delivery,
as Malaysia transitions m
eeonomy under
Ekanomi Madani framewnrk.

Policy n irther
relnforced by the anticipated rofl-
‘out of several mega-infrastruc-
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As

the )my qutnion hu‘ 2026 is
“whether these flows will trans-

Currency Catalyst
A pivotal theme for 2026 is Ll_ne_

therlnggit,wlﬂdahhmshw
viewed as a key catalyst for equity
re-rating.

of

on the technology
that

ﬂuﬁw:m

persist,
even s Us dollar retains its reserve

To mitigate volatility, Malaysia
has trade-stabilising mea-
‘sures, including a bilateral agree-
ment with the US.

PIVB views this as a move
“meant to restore stability in the
system”, involving tariff conces-
sions in m!lln;t for US access

s rarc carth

cballenm
mnmhuelntﬁelndelec-
manufacto

maintaining a ‘Neutral’ stance
sector, m_dug

to
estimated at 16,1 million metric
tonnes — a strategic asset in a frag-
mented global supply chiin.
B\'ﬂl 50, strategists caution
—Ilhemli.n

+PIVE notes that while specu-
latlon exists around 2026 as an
election year, “this c;ww!l bea
ymaﬂwuﬂr event”,
Secndliuommur!,pﬁm-

lﬁdvuulendu‘polm 102027 a5
more timing”.

Historically, FEM KLCT has.
shown  pre-clection rally pattern,
ﬂﬂi\'edn& positive 12-month

of three of the last

and i m-
nmsmed semiconductor assem-
‘bly and test (OSAT) players.

As such, the currency catalyst

in 2026 calls for selectivity —
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Resilience Fﬂﬁd
Moderation
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for 2026 rﬂmlm constructive,

pressure, renlrch houses are
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export-led sectors.
Chaotic Factor

trade withina
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CIMB Securities sees potential
for a retest of RM4.05-RM4,10

Despite

domestic nmnr.lve. the 2026
outlook s set against what PIVB
dewrfbes as a “chaotic slo‘bll
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2026 (1Q26), before
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4.6%, down from an estimated

This shift is upamd to boost
Inrrnmaelur: spending and
for

rebound and the urly stages of
major infrastructure rollouts,

around RMA4.10-RM4.20 for the
mtotlhe’ur
“This is
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anchored in a narrowing inter-

d to deliver

of volatility, reshaping global
dynamies ar

rather than

of resilience.
pw&d by stable emphy-
ment, with' unemployment
upmed 0 remain at 3,1% and

a further 50 basis points [bps)
of easing by 2026, bringing the
Fed Funds Rate to 3%-3,25%, the
dollar's yield advantage is likely to

Combined with signs of a
-nhnnln;u-‘n-bnur market and

comstruction sector from 2026
owards,
In the south, the ]ohw\—stn-

this
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“debasement of the US dollar” and

a rotation of capital toward high-
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" Central to this instability is the
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address imbalances and
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cash trans-

fers through such as
Sumbangan Tunai Rahamah (STR)
and Sumbangan Asas Rahmah
iz s forc-

i In October 2026, is|
'ﬁﬁnd&mtuuk m'

“As a result, Budget 2027, due
1o be

targeted spending aimed at rein-
l‘w&wpnllﬁnd ity.
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security concerms,

helps shield the cconomy from

the miﬂwrpollermmum.'
mwm acompel-

While high-lovel
in late 2025 helped ease nnr-
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xpected to remain

empo-
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with the formalisation an'uun-

MBSH Research notes that this
3 will 1

S i lﬂmﬂmﬂnn&
This mmwmwky
has also fuclled

PETANGpee ng:

“and the carlier
fthe Sal 1
Tax (SST), headline Consumer
Frice Index (CP1) is projected

Al MBS Kesearch pult it:
“righter skies are emiging.”

Far investors, 2026 may hﬂhe
year when tangible Muﬂnn,
rather than policy promises, drives
thie next phase of the markets
reniting.
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