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Tech stocks shine
but foreign outflows cloud market outlook

BY LEE WENG KHUEN

he Malaysian equity mar-

ket wrapped up the first

nine months of the year on

stable ground, with about

half of the 13 sectors across
Bursa Malaysia delivering positive
returns to investors, Of the 100
largest stocks by market capital-
isation, 74 recorded year-to-date
(YTD) share price gains.

As expected, technology players
dominated the list of top gainers,with
the two debutants this year — Stra-
tus Global Holdings Bhd (KL:STRA-
TUS) and SkyeChip Bhd (KL:SKYE-
CHIP) — surging more than 200%
from their respective listing prices.
Stratus Global specialises in semi-
conductor cleanroom automation,
while SkyeChip designs fabless in-
tegrated circuits.

Other top-performing tech and
tech-linked counters included ViT-
rox Corp Bhd (KL:VITROX), Nation-
Gate Holdings Bhd (KLNATGATE),Mi
Technovation Bhd (KL:MI), Keling-
ton Group Bhd (KL:KGB), UWC Bhd
(KL:UWC)and Greatech Technology
Bhd (KL:GREATEC).

In contrast, CONsSuMmer names
came under selling pressure, with
Fraser & Neave Holdings Bhd
(KL:F&N),Farm Fresh Bhd (KL:FFB),
Nestlé (Malaysia) Bhd (KL:NESTLE),
99 Speed Mart Retail Holdings Bhd
(KL:995MART) and Mr D.LY.Group
(M) Bhd (KL:MRDIY) among the
notable decliners.

The shares of breweries Heineken
Malaysia Bhd (KL:HEIM) and Carls-
berg Brewery Malaysia Bhd (KL:-
CARLSBG)also faced heavy sell-off.

The Bursa Malaysia Technology
Index, with a price-earnings ratio
(PER) of 53.5 times, posted an im-
pressive gain of 32.4% in the first
nine months of the year, driven by
strong investor interest in artificial
intelligence (AI) and a recovery in
semiconductor sales.

The technology index signifi-
cantly outperformed the FEBM KLCI,
which fell 1.7% over the same period.
The benchmark had a lower PER of
14.3times, based on last Wednesday's
close of 1,651.17 points.

1t is worth noting that the FBM
ACE Index,which has a higher PER
of nearly 38 times, has risen more
than 13% YTDas investors gravitated
towards high-beta stocks, particularly
those linked to data centres and AL

Best and worst performers among
top 100 stocks by market cap

YT return (%) -60

BLOOMBERG

Utilities, plantation, energy and
construction stocks have also de-
livered solid returns so far this year.

However, telecommunications &
media,consumer products & servic-
es and real estate investment trust
counters were among the biggest
underperformers. Similarly, the fi-
nancial services sector slipped into
negative territory,with the persistent
decline in Malayan Banking Bhd's
(KL:MAYBANK) share price drawing
investor attention.

The largest stock on Bursa saw its
share price dip below the RM10 mark
lastweelk, touching an intraday low of
RM9.83,its lowest in more than a year.
The decline may not have come as
asurprise given the net foreign sell-
ing of RM3.34 billion worth of shares
for the year to Sept 24 — the largest
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among the FBM KLCI constituents
—according to CIMB Securities data.

In contrast, Public Bank Bhd
(KL:PBBANK) saw the largest net
foreign buying among the FEBM KLCT
component stocks,at RM1.52 billion
worth of shares during the period
in review.

Only about one-third of the FEM
KLCI constituents have attracted
net foreign buying so far this year.
Apart from Public Bank, the oth-
ers include SD Guthrie Bhd (KL:S-
DG) at RM1.11 billion, MISC Bhd
(KL:MISC) at RM762.6 million, 101
Corp Bhd (KL:IOICORP) at RM398
million, YTL. Power International Bhd
(KL:YTLPOWR) at RM292.6 million,
RHB Bank Bhd (KL:RHBBANK) at
RM270.1 million, Hong Leong Bank
Bhd (KL:HLBANK) at RM178.2 mil-
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lion, AMMB Holdings Bhd (KL:AM-
BANK) at RM164.9 million and Kuala
Lumpur Kepong Bhd (KL:KLK) at
RM13.8 million.

For the year to Sept 25, foreign
funds’ net selling of Malaysian eq-
uities amounted to RM5.6 billion,
according to MBSB Research data,
following on from the whopping
RM22.48 billion net sold in 2025,

Foreign funds turned net sellersin
2002026, with net outflows of RM5.51
billion, after starting the year as net
buyers with RM2.73 billion of net
inflows in 102026. In 3Q2026 (as at
Sept 25), net foreign selling totalled
RM2.82 billion.

For the year to Sept 25, local in-
stitutional funds mopped up near-
ly RM5 billion net of equities, while
retail investors bought RM700 mil-
lion net.

Analysts expect the US-Tran war
to keep energy prices elevated for
the rest of the year,while potential-
ly more hawkish US Federal Reserve
policy and rising bond yields are ex-
pected to cap market upside.

Inviewof the narrowing risk pre-
mium, Rakuten Trade head of re-
search Kenny Yee tells The Edge that
the research house will reduce its
valuation assumption for the FBM
KLCI from a PER of about 17 times
to about 16 to 16.5 times. He says the
foreign outflows reflect the unwind-
ing of the yen carry trade following
the Bank of Japan's(BaJ) interest rate
hike last month,which narrowed in-
terest rate differentials between the
BoJ and central banks in the region.
Japan's key policy rate is now ata 31-
year high of 1.25%.

Alexander Chia, head of regional
equity research at RHB Investment
Bank, expects the local market to
trade range-bound. His preferred ap-
proach is to buy on weakness, build
positions patiently after a sell-off
and take profit when target prices
are reached.

“If the market gets closer to 1,600
points, there will definitely be a lot
of support.At 1,650 points,we should
be nibbling. And when it reaches

1,720 t0 1,740 points, maybe take some
profit,” he says.

Chia notes that rising global bond
yields and borrowing costs could
pressure equity valuations, corpo-
rate funding and the real economy.
Furthermore,severe El Ninoweather
conditions could add to inflationary
pressures and remain a feature of the
investment climate, he says.

His favoured areas include planta-
tion,aluminium, basic materials, oil
and gas,energy,water infrastructure,
tech, ports, transport and healthcare.
“The tech and Al cycle will continue
for some time, but investors have to
be careful as the stocks have run up
a lot,” he notes.

On the continuous foreign fund
outflows, Chia stresses that this re-
flects Malaysia's mere MSCI Emerging
Markets weighting of 1%, higher US
interest rates and lacklustre corporate
earnings growth.

“When you have US interest rates
moving higher, the immediate out-
come is a stronger US dollar. There is
nostrong reason for a foreign portfo-
lio fund to invest in Malaysia,unless
thereis a Malaysia mandate,” he says.

“In terms of corporate earnings,
over the past 10 years, I think it has
been a disappointment in eight or
nine years. Even now, our earnings
growth, at best, is in the mid single
digit of 5% to 7%."

Cumulative foreign net selling of
Malaysian equities since 2017 was es-
timated at a very telling RM70 billion.

The Fed recently raised US interest
rates for the first time in three years,
lifting the federal funds rate to 3.75%-
4%. This led to the US dollar having
its best month since June, with the
US Dollar Spot Index rising 1.8% in
September.

Banking sector closely
watched

As a proxy to the broader economy,
the heavyweight banking sector is
being closely watched. Following
the 2Q corporate earnings reporting
season, RHB even downgraded the
sector to “neutral” because of val-
uations and signs of asset-quality
stress, although the situation was
not seen as alarming.

“I think it's the beginning of some
stress in asset quality, not particu-
larly worrying. It has been a month
since we downgraded the sector. So
the pullback in banking stocks has
justified our downgrade," says Chia.

Provided for client's internal research purposes only. May not be further copied, distributed, sold or published in any form without the prior
consent of the copyright owner.




&isentia

WORDS: 219

AUTHOR: Lee Weng Khuen
PRINTED SIZE: 1071.00cm?

7

05 OCT, 2026
Tech stocks shine

REGION: KL
ITEM ID: DP0122127196

SECTION: CAPITAL  AUDIENCE : 25,910
MARKET: Malaysia

PAGE: 30,31
PHOTO: Full Color

ASR: MYR 20,083

% -20

-15

Provided for client's internal research purposes only. May not be further copied, distributed, sold or published in any form without the prior

consent of the copyright owner.

5 0 5 0

Bank Negara Malaysia's overnight
policy rate — currently at 2.75% — in
the near term.

Imranisof the view that corporate
earnings remain broadly solid, with
limited margin compression in cer-
tain sectors. He believes Budget 2027,
scheduled to be tabled on Oct 9, may
help improve market sentiment on
expectations that it will be “mildly
expansionary”,with higher develop-
ment expenditure and cost-of-living
SUppOrt measures.

Imran expects energy,utilityand
plantation stocks to remain strong,
with commodity-linked sectors ben-
efiting from elevated crude il and
crude palm oil prices, and the con-
struction sector to continue bene-

YTD performance of key indices on Bursa Malaysia
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fiting from healthy job flows. None-
theless, he considers the technology
sector’s valuations stretched, and ex-
pects the sector’s performance to be
very much dependent on individual
stocks and theirvalue chain exposure.

Amid the ongoing Middle East un-
certainties, Imran says a potential lull
in the conflict could lower oil prices
and support a market recovery. “If
oil prices stay high, bond prices may
continue to stay high and that will
put a dampener on the stock mar-
ket," he adds.

Imran is maintaining his FBM
KLCI year-end target of 1,770 points,
premised on a PER of 15.6 times.
MBSB's top picks are CelcomDigi Bhd
(KL:CDB),99 Speed Mart, KPJ Health-

(KL:DIALOG),Sarawak Plantation Bhd
(KLSWEPLNT),Nestlé (Malaysia) Bhd,
Tenaga Nasional Bhd (KL:TENAGA),
MISC,SD Guthrie and Gamuda Bhd
(KL:GAMUDA).

Yee says Sunway Group and the
YTL Group of companies may con-
tinue to attract market interest, but
cautions about the hype surround-
ing some data centre- and Al-linked
names.

In the regional market, persistent
stretched valuations were seen in
Japan, South Korea and Taiwan due
to the concentration in a small num-
ber of Al-linked stocks, Tech giants
like Samsung,SK Hynix and Taiwan
Semiconductor Manufacturing Co
dominate their respective markets.

Elevated US bond yields and
midterm elections in focus
Apart from the prolonged Middle
East tensions, analysts flagged el-
evated US bond yields and high
borrowing costs as potential trig-
gers of the next market downturn.
“A market crash can happen any
time.We have been talking about this
high bond yield situation for more
than a year. The US economy is not
doing well, yet they are now
rates.I think the middle class
is suffocating, which will af-
fect the US growth engine,”
cautions Rakuten's Yee.
MBSBE's Imran is of the
view that the US bond yield
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care Bhd (KL:KPJ), Dialog GroupBhd ~ has not reached an alarming or break-

ing-point level, but will remain under
strong scrutiny for its implications
on global financial markets.

Last Thursday, the Us benchmark
yield climbed to the highest since
2002, with that of the 10-year Treas-
ury note gaining as much as six basis
points to 5.34%,according to Bloomb-
erg. Thiscame as rising oil prices drove
a renewed sell-off in global bonds.
Brent crude was trading at US$100.25
a barrel at 5pm that day.

Imran notes that the US midterm
electionsin Novemnber could increase
foreign policy uncertainty or cause US
Treasuryyields torise,affecting global
bond and equity markets.

“Although there will not be a di-
rect impact on Malaysia per se, it
does have repercussions in terms of
whether it could lead to a more ag-
gressive foreign policy or contention
inthe election results. Then we could
probably see bond yields start to spike
again,” he observes.

RHB's Chia concurs that the
probability of US President Donald
Trump's Republican Partylosing one
or both houses of Congress could
stir up more uncertainty in global
financial markets. £}
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