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Navigating a tricky 2019

. Institutinnalshareholdtnﬁsamountro roughly

RM1.2 tril but large funds

ave been panned for

crowding out the market

* Alleyes are on some of the bourse’s heavy
hitters and how they will manage a volatile

consist of govern it=linked
companies (GLUS) or companies
that arve under the control of »
GLIC where the GLIC i 5 njor-
ity sharcholder or single largest
sharehalder,

“During the past few vears,
prolitical desmi, low ofl and com-

OF gains and losses

In lerms of %, Sapura
Energy tops the list. thanks to the
supprt of s parent,
Permodalun Nasional Bhid (PXRB)
its chiel executive offi-
(hell Shaisudin
wier his total pay

g g anount
ed nearly RM2o0,

ivestors o remove hing
In fact, when that pay ps
wis announced, Sha

year maodity exparl prices the e of BM7ioz mil for the  aged to get about 32
slowdown in China have deeply
affected  Malaysin's  coonomy,”
r [iain Co's partoner  Usman e el ———— 0
o r“{h“" ,]',".'l Tt "",‘,‘ “" " Top 50 institutional friendly counters
E 1 Jotainne Dessan h. ens i, A '
Samarathisa Fov e | picture of whats ,
al stake, we present o snapshot
of the Top 30 connters on Burkn = L —
e measure of with: the largest  institutional =2 L
strength of a listed sharcholdings (see tabie), Matyan Banking Hhd B0 Sgb
company is  how From the list, some of these Auiata Group Bhd R Bsh
mi ||I in  institu- names are olvious  suspecls, RMEBE 0gh
Linna fundls: it Mayhank, for exammple, is miol 3
attracts. While that may nol nee onlly the largest counter on Bursa RvoBih
imean it is o favoured bt also the fargest hank in the B.g3b RM35505
I does to a certiin éxtent eountry, There are other biue Bgh AM2 48k
indicate its prospects. chip dadings such a8 Axiala, "3 -
S0 how influentinl are insti- Ietronas Chemicals, Maxis and SEch it akins
twtional  investors in the CIMB. But slicing the table inlo Vilesto Energy Bh sgib RMLT
Malawsian stock nurket!  Funds will flow back to Malaysia, dainers and losers provides some ¥TL Power International Bhd 553h RM481n
I!quml::;rp. 2 ~I|!m\ that local  says Adam Interesting insighis, Sima Dby Bid dgh RANiDBS:
and foreign institutiona] holdings
in Bursa  Maloysia  counters Sime Derbry Plantations Bho 4630 AM238h
amount o a stagdering 16,00 Some believe this illiquidity S Darby Property 8hd 46
hilliom .\||‘!ll‘.1 waorth an estimated in the m.|r_L1'l points L romed- { Malaysaa Buiiding Society Shd 4540
EMpaziril ing out elfeet by gove i~
But this vear, justTike the dast. Tinked  investment companies 104 Corpocation Bt 443
is set Lo e challenging for both (GLICs), Others, however, poin Tenaga Nasional Brid 4388 RMgg b
overseas amd local Tundds, ALthe W these GLICS" ability 1o be (Genting Malaysia Bhd 109 AMIZON
time of writing, foreign Tunds  defensive during heavy fund o= Matakaff Corn Bhd . AR
have hecome net sellers of  Nows so s bo prevent the market st ol 340 e
Mtlaysintt equity From crashing MISC Bhd 360b RM2z396b
I March, foreign investors Local players have their own LIEN hd 3564 RMz2agh
sold M g ot problems, oo, GLICs, which =
outflows so m Lo RS ql':ln\:-.t ol the country’s largest M‘?MEWWH‘M"B"B“ 3PAb L
il This s in conteast with st funds such ax the Employees TA Global B 3545 feM@som
veaewhen there was foreign net Provident Fund, scem 1o bhe SPSetiaBhd Group 3350 RM73sh
inflow of ) il abewd of the erowding ont the market dine to o Gantd i 1 68b RM20 &3h
s4th general election in May cap on forelgn investimenis by - - y
The benchmark FBM RLCL G Bank Negara Malaysia, limiting Westports Hidgs Bhd 104 Rl
markel barometer. has been  their cholce of ivestments and Dial o 3ih FiMa o0
dubbed “the only Lggard in Jeoving them 1o snap up | RHE Bank Bhe 2 MG Bt
Asean with a vear-to-date loss of — tranchies of boeal stocks, Se . .
kP Healthear 4 249w AMa gt
these GLICK, like sov 1
wealth fund Khaznal Nasionial Telakom Malaysia Bhd 2880 Aiia 14b
Bhil. sire expected to sell some of tate Imestment Trust y BAl M4 ot
country  benchimarks.  then  their shares in the name of
Mubaysia ks kst at forthe  hoosting public coffers, which lﬂ-M:;n
nge of Tree Moal research houses like Nomur RMg6Em

tong the fve Soutlicast  have cantioned could result in a Madaysian Resources Corp Bhd
rhits. ket overd 1M CorpBhd 313h
Naturally, such  powerlul Indevd, a are on how o :
wiclded by the coun-  fustitutional investors will resct | YT Corp B 2
Ley's finaneind heavy hitters have BPEn Ceonnmy My EG Services Bhd 218b
drzwn both praise and eriticism s al home Hap Seng Comsolidated Bhd 2 RM206Tb
Tranm market olse = : :
Fotus Dynarr i 184t
AMIME Holdings e 186
are present in all of the country's | Hang L 1Bk
hlue-chip stocks, which also [HH Haaltheare Bhd 1730
Pettronas Gas Bhd {6:111]
104 Corp Bihd 1650 RMIB96
EcoWorld Deveiopment Grp Bhd 1648 RSB
Baoustead Plantations Bhd 172 RAML346h
Pavilion Real Estate Imvestrent Trust 1t RN It
KLCEP Stapled Grp 1766 RM1Z75h
ICY Internationat 8hd 161b RAM3z2m
L0A Development Shd Vb RM3.46
AirAsia X Bhd 1480 F
Tniari Amertron Bihd 145 RM235h
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Top 20 gainers

COMPANY

T ST J‘“I-A- L Ew

TOB ST GHAHENOLDEH

i) IFamErN]
Sopuratnergy Bhd Prormodalan HasionslBhd Vanguacd Gip

Inari Amiertron Bh Kumiputan Wang P [Dipecbadankan] Vanguard Gep

Boustead Plantations Bhid 3F5i% Lrnlb-agﬂalwsgp\ng\mtm leme«a Dimenzional Fund Advisors, LP
Matayslan Resources Corp Bhd 14,805 Emplayies Provident Fund Morjes Bank | IManage
Bzl Armiacda Bhd 13554 Permoralan Nasional Bh Morgks Bank Investment Marsgement
Putronas Gas Bhd 12.43% Petroiiam Nasions| Bhed Vanguard Grp

Pavillan Real Estate Investment Trust 1,058 Employess Presdeot Fund Qatar investrnent Authacity

Matayan Banking Bhd G4b Patmudalan Nasional Bhd Vanguard Gep

AirAsin X Bid q15% AlAnd Govermement Pemslin Fund of Norwiay
5P Setia Bhd Group 904% Pormodalan Nasicnal Bhd Al nts | Asla) Ltd
Velesto Enesgy Bhd BET% Frsmodalan Nadional Bad Vanguard Grp

Petranas Chemicals Group Bhd 0w Petrofiam Masional Bhd Vanguard Grp

AMME Holdings Bhd 513 Prcmadalan Mayianul Brd Austritia and Mew Zesland Banking Group Lid
Tenags Nasional Bhd S09% Khazsniah Nirsional Bhd Vanguard Grp

GO Expriss Carrisr Bhd AL He WA Tomasek Heldings Pre, Lid

Sirtve Diartyy Property Bhd 4E7% Permodalan Masional Bhd Vanguard Grp

Mataysa Budding Society Bhd 3245 Employess Providen Fund Tatharman International islamic Bank
LICA Duvelopment Bhd 276% Ermpiayees Provident Fund Value Partners Ltd

Sime Darby Plistaticns Shd 205%: Perrodalan Masions! Bhd Vanguard Grp

Asiita Group Bhd 059% Khazanah Nasional Bhd Vanguard Gip

= ——=-_———— ——=——— "> __ LSS ———— 1

Top 20 losers

S Bloombeng Bura Mateysa

Muh Sirg Group Bhd

104 Corp Bhd

1HH Healihcare Bhd

Malakoff CorpBhid

114 Corp Bhd

LIEM Sinelse Bhd

RHE Bank Bhd

Ganting Malaysia Bhd

Eco Wiy Devlopment Grp Bhd B26%
CIME Group Holdings Bhd B.06%
Ganting Bhd Bogss
My EG Services Bnd T40%
RISC Bhd Far. ]
Dialog Gep Bhil S62%
Asten Maliyeia Haldlings Bhd A424%
WTL CorpBhd 320%
Sima Dby Bhd Fa00
Digl Com Bnd 229%
Westports Hligs Bhd 200%
Mazis Bhd 070

PormadalanNasional Bertad

Walie Partners Ld

Employees Provident Fund Vanguard Grp

Kharanah Masional Bhd Mitsiit & Colrd

Employees Provident Fund Vanguard Grp

PermodalanNadions Berhad Varguard Grp

KhazanahNaslonal Berhad TheN Lin = Society Limited
Employwes Provident Fund Mubscinln Irmvestimant Company PISC

GreatE Life {MalaysialBhd  GIC Privote Limited

Employess Provident Fund Vanguard Grp
Kharansh Nasional Bhd Vanguard Grp

Greint Egutern Life Assurance (Malaysia) Bhd — Opp Funds. Inc
Employees Provident Fund Government Persion Fund of Nacway
Patrolam Nasional Bh Varguard Grp
Emplayees Provident Fund GIC Private Limited
KharanahNasional Bhd StiteStresl Corp
Emplayees Provident Fund Vanguard Grp
Permodatan Nasional Bhd GIC Private Limited
Emplayees Frovident Fund Vanguard Grp
Employees Provident Fund Varguard Grp
Employees Provident Fond Varnguard Grp

voilies Lo Ketep Biis fobe s diveelor of Hhie com-
.

Bl displeasure did nol translate 1o an
apparent disapproval for Sapurn A lew
manths later, the conpan 1 it
i winted Lo rmise B3 W From whis
issue i an aftemipt to pare don its whiog-
pingd 1tM14 DIl debl, The cash vall, which
i sipported by PXB, was completed on
Jan 16 this year with the asset nuu.mm

Wi | { :runllny_g Siliy

Bl « which is controlled by Shahil - is

i e second-lorgest shinreliolderwitlia
ke,

e ruising ol Tes stadee, pointing o Sapuara’s
attractiveness underdined by astrong track
cevortd i a global footprint i more i
sl that had heen
il of KL 68 hil

anissue is NI commn

Sovrves Blgumn g Surs Malysie

Lo the entive exervise by giving an under-
Lk b subseribe foe some of e unsub-
serihed shares and RUPS-L

Iusts betieve th ot g just o

righls iss s corverteil.
PNES \dl.ln'ln:hhlu.l v incredsed, Bul
e fuarml ing rhm 15 stake comes as o
surprise. 1 Inm. Lerm investment the
Tl cm w1 s i stalvst 10 st
b noted o png e big lendeis o
s s Mag bk, which ks also conteolled
hy P,

Whiat hns to he observed s whether the
rigthts issue will pan ol secordingly for
Sapura, When Sapures anounced the cash
eall. jts \h e i |u' umk Below the ﬂl.JlI\

eancding dhavs (D

20, Dietspite the goad

news and the bocking ol PS8, investors

weren't sl and further dompening
prospects were a roversal of the upward
teentd of evude oil prices. AL the fime of
writins the counter was hiwering avound
30 sen Only Lime will el 3 B breaks
Throughe the 40 sen mark,

The other winners o the Tist inclnde
Velesto, Inaed  Amerten il Tenugs
Nasional Blid. Velesto, Tormerly Known as
AW Ol & G Corp Bhd and s other
PAH stock, was in the news lwo vears ado
awhen PNI pledged to Gike g its Tl enti-
Hement wider UNIW Oif & G’ progroscd
right issues with warranls, costing the ossel
irniresigder o o KMo il
A for losers, Male Sing and 101 €
the pack. Bul
services provider [HH 1
trolled by Khaeanab, o
prising eat
st the

st ke o s
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Institutional
investors,

GLICs and
GLCs
defined

NSTITUTIONAL investors are

generally the big boys on the

block. Theyare organisations
that invest on behalf of their mem-
bers and because of their promi-
nence inthe ecanomy, face fewer
protective regulations as they are
usually governedby specific regu-
lations as well asarmed withan
armadaof professionals Generaily,
there are six types of institutional
investors: endowment funids, com
mergial banks. mutual funds, hedge
funds. pension funds and insurance
companies

InMalaysia, there are both local
and foreign funds. Dominating the
market are the Malaysian playersin
the farm of gavernment-linked
investment companies (GLICs)
They are: Minister of Finance
(Incorporated) or MaF Inc, sover-
eignwealth fundKhazanah
Nasinnal Bhd, retirement fund the
Employees Provident Fund,
Bumiputera asset manager
Permodalan Nasional Bhd (PNB),
armied farces pension fund
Lembaga Tabung Angkatan Tentera
(LTAT), piligrirmes fund Lembiaga
Taburg Haji (LTH), and public serv-
{ges pension fund Kumpelan Wang
Percaraan (Dipertbiadankan)
(KWAP)

These GLICs control what are
known asgavermment-lnked com-
panies (GLCs). These GLCs canbe
listed or unlisted Thedisted tompia:
nies areusually repited for eiter
having munopolistic control of a
certain sector suchasutilities com-
pany TenagaNasional Bhdor apre-
forrad blue-chip stock suchas
Malayan Banking Bhd (Maybank)

50 GLCs aredefined as compa-
mies that have a pomary comimer-
cial objective and aro under the con-
trolof aGLIC A GLIC hascantrol
overalGLC whenitis the majority
shareholder or single larpest share-
- helder and when it has the ability to

exavcise and influence major decl-
sions suchas appointment of board
members and senior management.
According taMoF Ine. the body
does manitor the performance of
GLCs through key performance
Indicators repartsas well as portfo-
lipreports. Comipanies are fecuired
o submit both reparts to the
Government Investment
Compianies Division an 2 quarterly
basis

Itis betieved that GLICs are evi-
dent among the top 30 companics
onBursa Malaysia and is crowding
out the market. Onereason s
becauseof a309 foreign exposure
cap on imvestmants giving funds
ik EPF & hared time to invest as it
receives money inflow an amonthly
basis and which has 1o be deployed
quickly toensure asteady stream
of returms
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MNE way GLICs candiversify is toven-

ture into private equity. an alternative

investment class and which consists
of capital that is not | =
exchange. Anotable Emmrllo is KWAP's
stment inride-hailing giant Uber. Despite
riticised forits lack of transparency,
private equity provides a viable option for
large-funds looking to deploy capital other
rhanu equitiesor alternative assets
re, Bain & Co's partner Usman Akhtar
andpractice director Johanne Dessard talk
about the private equity sector inM
andwhat could be expected this year

What is the firm's outiook for Malaysia this
year? What are some of the headwinds and

iesas well as sectors that Bain &
Cowill be focusing inguiding nvestments to
the ?
Twenty eightes asolid year for private
equity in Southeast Asia Southeast Asia deal
value at LISs12.5 bil (RM50.98 bil) was down
from 2017 US$15bil anall-time high but 389
higher than the 2013-17 histerical. Beyond con-
iented deals, internet and technol
ogy fuelled deal activity, accounting for 63%
of Southeast Asia’s total deal count in 2008

Malaysia deal activity was subdue

Navigating a tricky 2019
Focus Malaysia

06 Apr 2019

16,405

News

3328 cm?

RM 153,231

2018, with seven transactions over US210 mil
totalling USs520 mil deal value, downmore
than 50% from the historical average. Deal

d, with all deals done in
il mark. The tepld
Awas certainly not due
ding to our
L.rwv mwcrnfnﬁne‘u

owr the USS2
activity across Mala
!oa-acr of motivati
~’ac|r\r PE

creas edr_cnl;ji. 1 mr_.nwem som we..;F the top
siderations that were quoted by
Southeast Asia focusedinvestors as factors
that keep themawake at night

However, Malay BMains a prominent
PE market, and ranks #3in terms of deal
value, based on past five years'activity. We
should not conclude that the market has
declined inappeal as it can ba normal for mar-
kets that arenot that deep indeal count to
fluctuate invalu y can be swung by
one/two mega-deals

Since Malaysia s very much dependent on

Institutional investors, what s your observa-
tion of institutional appetite/sentiment in the
country and also the region? How can institu-

= |
egy into their portfolios?
Investors/ LPs are overall quite bullish on SE

Language
Readership
Page No
Journalist

49,215

Asla According to EMPEA, this
consistently been rated amo
terms of attractiveness versus other emerg
ing markets. ltwas Na, | in 2008. Net return
expectations for SE Asia are the highest for
2017 vintage funds compared to devel-
d and developing economies, according to
the same source, with 74% LPs expecting net
IRR tobe above 16%.
Malaysia is an important economy in SE

Asia with solid macro fundamentals. The

g |:Dr|'|-.‘j| Intelligence Unit is predicting that
Gl owthwill be in the range of .IB
49%In th years ahead If foreign invest-
ment was anather measure, it has been oscil-

il 5

F!glcn nas
t the top 2in

ing the country one of the higher
plents of FDIin SE Asia. According to the
government, it recorded a big jump in 2008 at
about LIS520 bil

The authorities seek to position Malaysia
as agateway to the Aseanmarkat by offering
various incentives to foreign companies
notably the status of pioneer company and
tax reductions associated withinvestments
The country benefits froma highrski
glish-speaking workforce, As suct
countr yis ranked 15 out of 190 economies by
the World Bank in its Doing Business 2019

English

1,8TO10
Emmanuel

report, gaining
year.

Taking a long-term view, that suggests
that 20185 dearth of activity in Mdla iawas
not necessarily representative of a structural
decline inits appeal, but may have been the
type of fluctuation that can happen in PE
markats that are of moderate size as total
deal value can be swung by just one or two
large deals

ight spats from the previous

What are some of the risks that investors
should consider when investing in Malaysia?

'Jurmg rh(- past fewyears, political drama,

Mﬂla}“:'ﬂ economy, putting préssure on the
nances. Flerce competition and
rising multiples, meanwhile, make it increas
ingly difficult to find good companies at a fair
price.

What this means is that creating consis-
tent lang-termvalue will depend on a PE
fund's ability to sharpen its execution inevery
phase of the game = finding attractive tar
gets at entry, adding value during hold and
ensuring a growth story at exit. Winners will
be those funds that can raise their game
whenit comes to execution

Powered by:

iSENTIA

Z



Headline Navigating a tricky 2019

TENAGA MediaTi ;

NASIONAL ediaTitle | Focus Malaysia

= Botler. ﬁm'[kkn Date 06 Apr 2019 Language | English

Circulation 16,405 Readership 49,215
Section News Page No 1,8TO10
ArticleSize 3328 cm? Journalist |Emmanuel
PR Value RM 153,231

Local funds optimistic, anticipating new measures

From previous page
holdings is not doe to any negative news
but the selldown of a portion of
Khazanal's stake 1o Japan's largest sogn
shosha Mitsui & Co Lid,

4 rah divested 14 billion shares or
ake in IHH to Mitsui at RM6 a
i ﬁ:r KM8.42 bil cash. Khazanal's
\h |::.11n||||n|,. following the disposal, has
v, making Mitsui the
. An analyst believes
son for the stock In lm_

largest sl
this 1o be the re:
the top los i

I believe it's kh
some of its stake to Mi ”‘lL an
savs. Khe h has \'l:llt':l that me
forward it would s out institut
holders or “hig strategic holders™ in its hid
to divest some of its holdings, cspe
those in large-
denced with THH
action
right kind of
wants the s
right price for it,
Rickza Ridzunn had said
view.

Other losers in the List include compa-
nies in the Khazanah and EPF stables such
as property developer UEM Sunrise, bank
ing group CIMB Holdings amd ports and
logistics company Westports Malaysia, For
CIMB, one of the reasons for lower insti-
tutional holdings is the bank’s sale of a
simall st RM 164 mil through
i bookbuilding exercise. savs an analyst
covering the stock. This was in referenc
o repor 15 that Khe
ispose of 66.00 million shares in CIME,
" 0.66% stake, al between RMs58 and
tMs.00 o share, CIMBS shares are around
Msa0 ¢

Upside on the horizon
So what's next for the ian markel,

Iy stocks with a concentrated
I holding? Nomura Malaysia
couity research head Toshar Mohs
that results have been mised, *In

<3

s prospects of reforms,
nd strong local institu-
iquidity kept valuations supporte d
for most of the year. However, in 2mg,
A has underperformed. mainly
fows hive retarned emerging
markets like China, A sian corporate
ecarnings have disappointed but valuations
are rich,” he says.

But Mol
rermains an atte

notes  th

tions (are they cheap l'umu.hv.
7). 2) earnings rebound prospects, 1)
local institutional support (making it rela-
v stable in times of vol ). 4) inler-
csting sectors (lik . gloves)
which are not there kels,” he
KNS,

lnlt Kay

ol research

institut

head
Khoo netes that
¢ will very much be governed by
govermment policy. “But local institutional

Hinn

investors are optimistic since at the end of
the day, the government is mindful that
we :|||l|l o inlo 1 ils

local players are .llm trying, 1o
extent, lo prepare for a potential phase ur
new measures on fscal stimulation and
ket-Triendly mi <" he notes.

“Put this hinges on government meas-
ures. As for outlook. on the buy
expect the government to undert
sible measures to stimulate the econo
while at the same time ensure sanctity
contracts.”

Indeed, after Pakatan Harapan (PH)

came into power and lormed the govern-
mient, the eoalition made good on ils
promise to review infrastrocture projects
and initiate a slew of reforms. Prime
Minister Tun Dr Mahathir Mohamad told
FoeusM in a recent interview that his
admini ion would be apen o the “dis-
monopolies.
i that is necessary, go ahead. All
ihis while the monopoly has been there.
But if you think that it should not be a
mann let's open it up and let
peopl nil ipete. Bul it is not
always the best solution,” he If this
happens, companics such as Tenaga amd
Telekom, both of which are supported by
GLICS would see further volatility,

Also, Padiberas Nasional Bhd (Bernas),
Puspakom, Pharmaniaga Bhd and My EG
Services Bhd have been identified as
monopolies  and ave currently  being
reviewed by the government, according Lo
Pomestic Trade and Consumer Affairs
Minister Datuk Seri Saifuddin Nasution
Ismail.

“A lot of sources are being controlled
by some individuals and big companies.
The government is looking for ways 1o
 healthy competi
tion in the mearkel,” Saifuddin told report-
ers on April 3. He added that a special task
force had been sel up Io study the
mon rcture of some businesses
and ser that could have contributed
to the high cost of living in the country.

AL the recent Invest M
thir reilerated his desire to see
ity 2t priv UIuI role in the

nies are ¢ b.al said to crowd out the pri-
vale sector. This is nol the intention. Our
o have the GLCs play cert
 roles to support the economy. We
(1} sector o
Join the GLOs in Tulfilling some of the
national economic agenda,” he told con-
ference participants.

“We would like o see the private
sector play a bigger role in contributing
ceonomy. The government
o continue o welcome [(oreign
ment from all countries. The focus is
not about which country the investiment

ates from, but it is about the value
propasition of the ventures which have to
bring balinced benefits o both sides.
Fundamentally, the ventures must be
commercially and economically sound amd
provide strategic advantages to our coun-

s foreign outlows, there may be
some good ne Adam believes
sia is witnessing is a gen-
across the region and that funds
k into the country. “We apine
it trend of net forei

E

el

prohably heading into countries such as

el India as their general elec-
n» is similar to what
happened in in. where there w
influx of foreign funds into the M
market ahead of the wth Gene
But afte
cign investors packed their bags and
L H utul heading to peers such  as
i, Heneeforth, we do not discount

Indones
tions apy

* done in the
respective nations.” he says. =
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