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Market Commentary

Indonesia
Astra International has signed a loan agreement amounting to USD145mil with four banks. The four banks are 

ANZ Panin Bank, DBS Bank Ltd, Singapore branch of Sumitomo Mitsui Banking Corp. and Mizuho Corporate Bank 

Ltd. The loan will be use for the general purposes of the company.

Bank Mandiri has gained approval from shareholders to acquire a 60% stake in an insurance company as the 

lender aims to become a full-fledged financial services company. Mandiri plans to buy the interest in general 

insurer Asuransi Dharma Bangsa for around Rp60bn (USD7mil). Mandiri will have 60% control of ADB, while the 

remainder will be owned by AXA Mandiri. The stake purchase is to be completed during the 3Q11. 

Bank Rakyat Indonesia has agreed to loan up to Rp3tril (USD351mil) to state forestry firm Perhutani for capital 

and operating expenditures. BRI and Perhutani inked a memorandum of understanding (MoU) in Jakarta regarding 

the new partnership.

Telekomunikasi Indonesia cancelled its plan to consolidate its TelkomFlexi division with Esia, owned by Bakrie

Telecom. The company chose to reorganize TelkomFlexi’s structure and seek the possibility of consolidating with 

other companies instead.

Corporate News 

Regional markets advanced higher in the first week of May on spilled over buying but soon gave way to selling 

pressure as investors began focusing on the up-coming U.S. economic data, namely April’s nonfarm payrolls data. 

Investors began to divert their attention to Europe in anticipation of a possible rate hike by the ECB and the Bank of 

England. Asian markets continued to drop lower as most commodity-related stocks dragged markets on the back of 

declining oil and plunge in silver prices. Some regional markets rebounded for a bit, reacting positively to the strong 

US jobs report released earlier and a rally on Wall Street. Markets, however, began to moderate as investors 

remained cautious on renewed concerns of the European debt crisis, namely Greece, on the back of a rating 

downgrade. Similarly, markets remained wary on the possibility of further monetary tightening measures emerging 

from China and as expected, the People’s Bank of China went on to raise their reserve requirement ratio for the 

fifth time this year. Markets continued to trend lower, in response to the Nikkei which was weighed down by the 

utilities sector. To add to the downward pressure, the reemergence of the Eurozone debt crisis left many investors 

cautious as the latest downgrade on Italy raised concern that the country might meet the same fate as Greece, 

Portugal and Ireland in requiring a bailout. The move by S&P to downgrade Italy came just after Fitch’s decision to 

cut Greece’s debt rating. After much loss, markets began to rebound as investors began searching for cheaper 

possible entry points and this partially offset earlier losses. Markets began to trade higher in the final leg of the 

month, tracking stronger commodity prices and took cue from the positive movement on Wall Street. This 

consequently helped push Wall Street higher and regional markets moved in tandem. Investors also began looking 

ahead for possible catalyst, such as the release of US economic data as an indicator of global recovery. Despite 

that, the Asean40 Index was unable to pare down all losses and closed 1.4% lower m-m, with losses of 152.90 

points to end the month at 10,845.54. All bourses, with the exception of the JCI (+0.7% m-m in USD terms), closed 

in negative territory. The SET was the worst performing index in May, down 3.3% m-m and was followed closely by 

PCOMP, which was down 3.0% m-m. Major gainers for the month were Tenaga Nasional (+18.3%), Jardine Cycle 

and Carriage (+9.8%) and Advanced Info Service (+4.9%), while major losers were Capitaland (-9.1%), Genting

Singapore (-8.3%) and Philippine Long Distance (-6.4%).
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Corporate News

Malaysia
Malayan Banking Group remains upbeat on achieving a 12% loan growth in 2011 despite an upward revision in 

the BLR. Maybank has revised its lending and deposit rates upwards by up to 30bp. Its BLR is 6.6%.

Maxis expect hundreds of thousand of subscribers to buy its new services that would help them protect and back 

up the information they have in their phone. The company officially launched Maxis Secure, comprising a bundle of 

five services namely, Anti-Theft, Complete Phone Back Up, Anti Virus, Internet Security and Remote Surveillance. 

Each of the new services will cost RM2-20 per month and data charges for these services will be suppressed.

Sime Darby has inked two non-binding memoranda of understanding to sell its Teluk Ramunia fabrication yard to 

Petronas Nasional or RM296mil and its Pasir Gudang fabrication yard to Malaysia Marine and Heavy Engineering 

Holdings (MHB) for RM399mil. The RM695mil price tag was above the RM641mil book value of the said assets.

Tenaga Nasional Bhd’s wholly owned subsidiary TNB Repair and Maintenance Sdn Bhd (TNB Remaco) is 

expected to complete a deal to operate and maintain a 84MW hydro power plant in Pakistan. There is also a 

200MW diesel-engine power plant project in Faisalabad in the pipeline. TNB Remaco is already operating and 

maintaining two power plants, a 235MW combined cycle power plant and a 225 MW diesel-engine power plant. 

Locally, Tenaga Bhd has identified four potential geothermal power generation sites that could collectively generate 

more than 2MW of electricity in Peninsular Malaysia. The project is in the early stages of a feasibility study and is 

expected to be fully implemented by 2016.

Singapore
Capitaland has bought a 65% stake in a company that plans to develop a plot of land in Ho Chi Minh City, 

Vietnam, into around 800 affordable, or value, homes. CapitaLand, Singapore's largest property group by market 

capitalization bought its stake in Quoc Cuong Sai Gon Company for around SGD7.3mil in cash. The price was 

arrived at on a willing-buyer willing-seller basis.

Genting Singapore's Resorts World Sentosa (RWS) was hit with a SGD530,000 fine over four violations of the 

Casino Control Act and its regulations, including reimbursing entry levies paid by several local media 

representatives covering an event within the casino last year, the Casino Regulatory Authority of Singapore (CRA) 

announced. The Singapore integrated resort was slapped with a SGD200,000 fine after the CRA found a senior 

manager with the casino had reimbursed entry levies paid by an unspecified number of local reporters covering the 

launch of RWS's Ladies Club.

Keppel Corporation has secured an USD180mil KFELS B class jack-up rig order from Dynamic Offshore. 

Delivery is slated for 1Q13. Dynamic has an option to build an additional rig, exercisable before 3Q11.

Singapore Airlines is starting up a wholly-owned long/medium-haul budget carrier. This move will enable the SIA 

Group to serve a largely untapped new market and cater to the growing demand among consumers for low-fare 

travel. The company is applying for an Air Operators License (AOC) and operations are expected to begin within 

one year. The airline will be wholly owned by SIA, but will be operated independently and managed separately from 

SIA.

Thailand
Bangkok Bank will focus more on retail banking by encouraging its staff to communicate more with customers as 

well as studying new products such as personal loans in a bid to boost cross-selling.
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Corporate News

Kasikornbank plans to further expand in China despite stronger regulations by the mainland's central bank to 

prevent the economy from overheating. The bank aimed to expand SME loans in China to 1bil Yuan (Bht5bil) by 

the end of the year from 400mil Yuan (Bht2bil) now. The bank maintains a positive outlook for its business in the 

mainland in line with the country's robust economic growth. However, it remains vigilant, especially, after China's 

central bank tightened banking reserve requirement. PBoC recently raised for the fifth time this year the reserve 

requirement ratio (RRR) of the country's lenders to curb lending. The half-percentage-point increase brought the 

ratio to a record high 21% compared to 6% during 2006-07.

Siam Commercial Bank has issued an intention to make a tender offer to purchase all securities of Siam Industrial 

Credit Plc (SICCO). SCB offers the price of Bht6.89 for each of SICCO shares and plans to delist SICCO after the 

tender offer completion. SCB now holds a 38.65% stake in SICCO. According to the securities law, if the tender 

offer increases SCB's stake in SICCO to 50%, the bank will have to make a chain offer for all shares of SICCO 

Securities Plc. The bank announced that in the event, the tender offer for SICCO Securities will proceed after that 

for SICCO is successfully completed.

Economic News

Indonesia
Indonesia’s 2011 budget deficit will probably exceed the government’s assumption of 1.8% of GDP due to higher-

than-expected crude oil prices. The ministry had based its 2011 estimate on a crude-price assumption of about 

USD80 a barrel and oil will probably trade at an average USD90-100 a barrel this year.

Inflation is expected to have slowed in May, paving the way for the central bank to keep its key interest rate at 

6.75%. Last months inflation slowed to an annualized 6.16%, the lowest in sixth months, after coming in at 6.65% 

in March. Prices for food such as chilies, onions, meat and eggs were lower on average this month, helping ease 

the rate of inflation.

Indonesia, the world’s biggest exporter of power-station coal, cut the reference price for sales of the fuel in May to 

the lowest since January, tracking a decline in the regional market. The price for coal with a gross energy value of 

6,322 kilocalories a kg was reduced for the third straight months to USD117.61/mt on a free-onboard basis from 

USD122.02/mt in April.

Malaysia
The international reserves of Bank Negara Malaysia amounted to RM401bil (USD132.6bil) as at 13 May 2011, up 

from RM393.2bil (USD130bil) as at 29 Apr 2011. The reserves position is sufficient to finance 9.4 months of 

retained imports and is 4.4 times the short-term external debt.

GDP increased by 4.6% yoy in 1Q11 (4.8% in 4Q10), mainly supported by domestic demand. The external demand 

also recorded a stronger growth as a result of regional demand for commodities and non-E&E products. On the 

supply side, all major economic sectors, except the primary commodity sector, continued to expand, albeit at a 

more moderate pace. Economists had forecast the economy to grow by 4.9% in 1Q11.

The consumer price index posted an annual growth of 3.2 in Apr (3.0% in March). Economists had projected for a 

3.1% gain. On a mom basis, it increased 0.2% (0.1% in March). For the first four months of 2011, inflation 

increased 2.9%.

The government is expected to fork out RM20.58bil in subsidies this year (RM10.32bil in 2010), with RM18bil to 

subsidize the rising cost of petroleum-related products (RON 95, diesel and LPG). A Special Cabinet Committee on 

Supply and Prices will meet four times a year, in its role to study and submit methods to assist the government to 

control the impact of the increase in prices of goods.
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Economic News

The industrial production index (IPI) increased 2.4% yoy in March (5.2% in February), supported by the expansion 

in manufacturing index (+5.3%). However, the index of mining and electricity posted a decline of 4.0% and 0.7% 

respectively. Economists had projected for a 3.0% gain. In 1Q11, IPI rose 2.6% (4.1% in 4Q10).

Philippines
The Philippine economy expanded at the slowest pace since 2009 last quarter as exports eased and government 

spending faltered. GDP increased 4.9% yoy based on 2000 prices, compared to a 6.1% gain in 4Q. Economists

expected growth to slow to 5.1%, using 1985 as the base year.

The Philippines reported a budget surplus of PHP26.3bil (USD606mil) in April (-PHP18.1bil in March) as revenue 

rose and spending fell. Revenue climbed 11.1% and spending declined 8.0%. The government will maintain its 

borrowing program this year.

Philippine export growth slowed to 4.0% yoy in March (8.3% in February), which is less than estimated after

electronics sales dropped and as Japan’s record earthquake disrupts trade in Asia. Economists had forecast for a 

7.5% gain. Electronics sales, which make up more than half of Philippine exports, declined 7.4% yoy in March.

Singapore
Singapore’s industrial production slid 9.5% yoy in April, a much sharper fall than the 3.5% decline economists had 

predicted. Economists blamed the Japan earthquake, which affected the supply chain to the region, as well as the 

stronger Singapore dollar and higher foreign worker levies for the steep drop-off in output.

Singapore’s inflation slowed to less than 5% for the first time this year in April as a strengthening currency reduced 

the cost of imported goods. Consumer prices rose 4.5% yoy (5.0% in March), marking the slowest pace in five 

months. That compares with the 4.4% median estimate.

Singapore retail sales grew 0.8% yoy in March, versus the 11.8% decline in February, weighed down by a fall in 

auto sales. Economists expected a reading of -2.4%. Excluding auto sales, retail sales grew 7%. On a mom basis, 

overall retail sales were up 4.7% (-3.5% in February). Economists expected a rise of 1.3%. Excluding autos, overall 

sales fell 1.3%.

Thailand
Thailand’s core inflation rate may rise to 3% by September, reaching the upper limit of the central bank’s target 

range. Consumer inflation, excluding food and energy, is quickening at an annual rate of about 1.7% rate, within the 

bank’s target range for core inflation of 0.5% to 3%.

Thailand’s economic growth accelerated in 1Q11, boosted by exports and consumer spending and sustaining 

pressure for higher borrowing costs to restrain inflation. GDP rose 2% qoq (+1.3% in 4Q10). The median estimate 

was for a 2.2% advance. On a yoy basis, real GDP expanded 3.0% (3.8% in 4Q10).

Thailand’s manufacturing output declined the most in 20 months in April after the earthquake in Japan. The 

industrial production index fell 7.81% yoy (-6.69% in March). The median estimate was for a slide of 4.8%.

The Bank of Thailand approved commercial banks providing microfinance service for people without setting a 

minimum income for borrowers. Starting on 1 June, all banks can provide microfinance to individuals and juristic 

persons. Banks will provide loans not exceeding THB200,000 to individuals at a maximum interest rate of 28% per 

annum.
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Risk Reward Trade-off Charts: 6 Months Risk vs Returns 

The Asean40 Index has a superior risk return profile over a 6-month period compared to other major indices. The 

Asean40 Index clearly lies above the “Efficient frontier” as shown in the charts below except for comparisons to 

ASEAN country indices as it falls slightly lower from the “Efficient frontier”.

Figure 1: Asean40 Index compared to ASEAN country indices of KLCI, FSSTI, JCI, SET and PSEi

      Asean40 Index 
      Other Indices 
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Figure 2: Asean40 Index compared to MSCI country and global indices
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Figure 3: Asean40 Index compared to MSCI country, regional and global indices

Risk Reward Trade-off Charts: 6 Months Risk vs Returns
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This document is prepared by CIMB-Principal Asset Management (S) Pte. Ltd. and the opinions expressed 

herein are subject to change without notice and may involve a number of assumptions, which may not be valid. 

Although the information contained herein has been taken from sources that are believed to be accurate, no 

warranty or representation is made as to its correctness, completeness or accuracy. CIMB-Principal Asset 

Management (S) Pte. Ltd. accept no liability whatsoever for any direct, indirect or consequential loss arising from 

any use or reliance of the information herein. 

FTSE Disclaimer

“FTSE®”, “FT-SE®” and “Footsie®” are trade marks jointly owned by the London Stock Exchange Plc and The 

Financial Times Limited and are used by FTSE International Limited (“FTSE”) under licence. The FTSE/ASEAN 

40 Index is calculated by FTSE in conjunction with PT Bursa Efek Jakarta (Jakarta Stock Exchange), Bursa 

Malaysia Berhad, The Philippine Stock Exchange, Inc., Singapore Exchange Securities Trading Limited and The 

Stock Exchange of Thailand (“Exchanges”). All rights in the Index vest in FTSE and the Exchanges. Neither 

FTSE nor the Exchanges nor their licensors shall be liable (including in negligence) for any loss arising out of the 

use of the Index by any person. FTSE does not sponsor, endorse or promote this Fund and is not in any way 

connected to it and does not accept any liability in relation to its issue, operation and trading.
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