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Equities poised to rebound 2H25 as tariff concerns
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Equities poised to rebound 2H25

as tariff concerns ease

Clearer trade policy
and strong domestic
fundamentals may
boost equities,
particularly in
construction, utilities
and consumer sectors

by RUPINDER SINGH

THE first halfl of 2025 (1H25) was
anything but smooth for global
financial markets, and Malaysia
wis no exception.

Heightened volatility, sweeping
US tariff measures, 4 rencwed wave
of geopolitical tensions and policy
unpredictability under US Presi-
dent Donald Trump's second term
defined the period.

At home, the FTSE Bursa Malay-
sin KLCT (FIM KLCT) declined by
T% year-to-date [YTD) a5 at June
2025, retracing some of the previ-
ous year's gains.

Investors retreated in response
to a combination of profit-taking,
reduced corporate earmings guid-
ance and unabated foreign fund
autfiows,
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first half at 1,532.96,

MIDF Amanash Investment
Bank Fhd [MIDF Rescarch) aptly
deseribed the period as “a turbu-
lent 1H", noting that they had
underestimated the magnitude
of market shocks stemming from
a trio of devel The artifi-

clal intelligence (A1) diffusion rule
intredduced during the final days of

e in Janusry, while glove
makers in the healtheare sector
were affected by front-loading by

the Joe Biden sdministration, the LS buyers ahead of tariffs,
reintroduction of aggressive tariffs
under Trimpand renewed conflict Global Uncertainty,
i the Middle Fast. Domestic Stability
The situation intensified In  The global macrocconomic narra-
early April when the White House  tive remains dominated by & show-
mm&dabrﬁdmﬂml down in trade, recalibration of
tariffs, trigg ¥ policies and ongoing
w!!nﬁi. gropalitical uncertaintics.
Despite that, markets According to the International
rebounded somewhat by May and  Monetary Fund (IMF), world GO

June, helped by o 90-day pause on

turiff implementation.

is projected to expand by 2.8% in
2025, down from 3.3% in the previ-

Top recommendations 2H25

Dec 023 1.8
June 187 263
Dec 206 131

91 17 14 0
19152 | 24 59

Glovemakers in the healthcare sector are affected by front-loading by

Alihough only the US-UK deal  ousyear.

‘had been finalised by late June, the Growth in advanced economies  US buyers shead of tariffs
porary pause dadegree  is cxpected to slow to 1.4%, while

of imvestor g markets are p MIDF hi

MIDF Research noted that the  to pnnnml.huivegnmhun 7%.  the potential esealation of trade
“pause itself was enough to calm China’ 1] ditp!llu‘ US foreign
imvestor nerves and injoct opti-  forecast to decels o 4%, below 2 k .
mism into the markets”, particu:  the government's 5% target, amid ulity as ey risks.

laely in developed markets which

recovened more rapidly than their
ng coumnt;

Malaysia, like many in the

structural Issues in the property
sector and deflati

Brent crude i forecast to aver-

In contrast, M.nhy!iu s domes-
e growth prospects remain more

ASEAN region, remained subdued  resilient.

as risk global | MIDF projects GDP
shifted allocations away from  growth at 4% for 2025, down from
emetging markets. 5.1% last year, but still supported by

Apex Securitles Bhd, in fs half-
year strategy note, highlighted thay
“foreign funds continue Lo pare
down Malaysia equities along with
most emerging markets as inves-
tors unwind their position amid
uncortaintics posed by US flip-Aop
trade policles®.

YTI), thie FEM KLCT has seen net
Foreign wlﬂm of RM122 hllll.on

1

robust domestic demand.
The research house noted
that “domestic consumption nfil]

age between USS63 and USS68
[RM297.16] per barrel, down from

=With final tardfl rates yet to
be confirmed, the angoing ancer-
tainty may keep investors on edge,”
the Imlkmm warned.

It added that many compa-
nies have adopted o wait-and-sce
approach, delaying investment and
capital expenditure [capex) plans.
both houses see

neurly USSH0 in 2024,
stockpiles and the casing : of Iran-
Israel tensions.

Crude palm oil is expected to
remain supported around um lw

room for upside,

MIDF Rescarch said “the
bakince of risk is tending towards
ponl!w supported by an expected
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MIDF Research noted that the
wector i “shiclded somewhat from
tariffs given s domeatically driven
nature”.

The consumer sector is expected
o remain defensive, supported
by steady wage growth and social
assistance.

The rebound in tourism and
festive spending patterns are
likely to provide additional tail-
winds. MIDF Research describes
consumer stocks as *the defenshe
shicld of 2H25"

The power and utilities
segments are similarly favoured,
particularly in light of govern-
ment-led infrastructure upgrades
and the broader push for
decarbonisation.

The upcoming large-scale solar
3 [1855) awards are expected to
catalyse activity in the renewnhle
COEIEY space.

Apnm:cd: Utilities and power
ancillary players may thrive from
grid Infrastructure upgrades and a
growing push towaed a low-carbon
ceonomy.
Technology s viewed with
guarded optimism. While current
valuations are depressed following
ascctorwide cormection, ApexSeca
rities believes that “greater clarity on
tariff developments would enhance
policy ¢ertainty and help restore
investor confidence in the sector®.

filovemakers, on the other
hand, face ongoing hesdwinds.
Front-loaded orders from the US
and price pressures from Chinese
competitors have delayed any
meaningful recovery in muargins or
volumes,

These stocks are viewed as

per tanne due to i
supply disruptions.

Market Outlook

i to anchor Mal

economic growth, supported by
favourable labour market condi-

Looking ahead to IH25, both
MIDE Rescarch and Apes Securk

tions, improving wage
Increased tourism activity as well as
policy measures such as cash hand-

tien ack dge that the market's
recovery path will be uneven, influ-
enced by ongoing US trade policy

olllx from the

Trading activity has al
with average daily traded volumes
down to three hilllon shares and
daily traded value shrinking to
HMLA7 billion from KMI15 billion
a year earlier.

Sectar perf has been

MIDF Bescarch projects the FEM
KLCI to redch 1,590 by year-end,
i by undi ding valu:

The rate reached
a 1year low of 1% i in npnl, while
labour force partictp hit a
record high of 70.5%,

©Om the monetary front, MIDFP
Rescarch expects Bank Negara
Malaysia (BNM] 1o the

largely disappointing.
Ot of 13 major sectors tmcked

Owernlght Policy Rate (OFR) at 3%,
maintaining an sccommodative

o Burss Makaysis, 12 were in nega: mewwppongmaﬂh
tive territory. The :mu-: is forccast to
Thie real ! trusts ing RMA.30 to

[REITs) segment emerged as the sale
outperformer, up L1% YT, owing
1o its definsive characteristics.

the US dollar in 2025 and paten-
tially cnding the year st RM4.25,
This projection is buoyed by

the hardest hit, declining 21.5%

and 28.7% respectively,
The technology sector was
rattled by the y imple-

af g inter-
est rate differential as the US
Federal Reserve [Fed) i anticipated
Iulmpmtmt\llrruhmlﬂ:ls.
1 external risks

mentation of the A1 diffusion

consent of the copyright owner.

remain.

ations snd potential fmcigﬂ fund
intlows.
i i A

in !r:lle
and

pmalr- o

global I.iquiﬂl.ty caning.

The US and China are also
expected to sustain growth, albeit
ata slower pace,

L i 0 Secure

offering poten
tial upside rnngnng Traim 15% to
over 50%.

Notably, Maloyan Cement Bhd
tops MIDF Rewearch's list with a

favourable trade terms, especially
for its strategic sectors, it could act
oy a stgnificant catalyst for market
re-tating.

The FEM70 and FEM Snall Cap
Indiees, which have lagged signif-
ieamtly, could also sec rotation
If sentiment improves, For now,

pex a
slightly higher target of 1,680,
assigning a forwand price-to-eam-
g ratio [PER) of 14.5 times, below
the five-year historfcal average of
151 times,

Apex Securitics deseribed the
outhook as one of “stéering through
a patchy recovery”, urging caution
armid the uncentalnty surrounding
the final shape and scope of recip-
rocal tariffs.

“The full impact of these taniffswill
Tikeehy be felt omly from the thind guar-
ter [JQ} nmmnls. as |I|¢ym tents-

L , the | end climate
remuins cautions and sclective.
Scctor Themes

Sectoral atrategy for 2H25 s shoped
by a preference for domestically
focused, fundamentally strong
counters that are less exposed o
glabal trade risks,

Constrc tobea

prog retom of 51.2%.
Apex Securities’ selectionn
reflect a tilt oward growth and
themitie exposure, with strong
emphasis on construction and
renewable energy plays.

These include Solarvest Hald-
s Bhd, Samaiden Group Bhd and
Kerjaya Prospek Group Bhd, aswell
as technology names stich as Inari
Amertran Bhd and QFS Group Bhd.

Despite the broad baved weak-
ness in VHI5, both Drms sec
ample opportunitics for selective

favoured pick.

Bath MIDF Research and Apex
securities see strong earnings visi-
bility, driven by resilient order
books and the angolng dita centre

tively effect in July.

boom.

With valuations still trading
below. historical averages and
multiple sectors offering visibility
of camings growth, investorns may
find 2125 more palatahle — if not
more prediciable.
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