= Standard & Poors recently 1ssued a eornprehensrve report on Mala,ysm o
and the 25 top stocks it was lookmg to outperform the market in the T
;Year of the Tlger, Below is an excerpt of that report i e

AS-we enter the Year of The Trger -

we can expect more volatility, espe--

- dially with the current market valua-

. tions providing lesser room for - .
Lot drsappomtment N :

. Stock picking is likely to be more_f

- important this year, with fewer bar-

" gains available partrcularly as head- ,

“wind builds.

Although share pnces are not as :
o cheap as-in ear]y 2009, forward -
‘ratios - (PERs) - ¢
-remain undemandmg and webelieve - -
: equltles will remain . favourable,

: pTlCE-tO earnmgs

* given the limited alternatives. ~

We have selected 25 Malaystan._

. stocks that weexpect to outperform

- the FTSE Bursa MalaysiaKL Composrte ,

.~ Index (FBM KLCl) this year.

- We maintaif FBM KLl target at
~.1,400 ' points. in" 2010 for-an 11%
return, pricing the index at 16 times
. market consensus earnmgs for this =~

year. .

-While we do have a preference for

, cyclrcal issues, with 18 of 25 of our-
. picks in cydlical sectors, in terms of -

market: capitalisation, ' the -larger
sizes of defensive stock picks means

. ‘that defensive issues make up 35.7%.. -
of our recommended portfoho mrr—- h

rozing the FBM KLCL

Based on valuatron grounds and .

-weight” on the banking and heal

- ecoms sector. : :

“We see hmrted change inour”
overall macro outlook ‘that would
- change the positive” view for the
- banking and healthcare’ sectors we"',/

it has in the past continued to out
perform in the- ‘second year of a-
“recovery after a global market crash"'
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growth prospects we'are “over

care sectors in-Malaysia.
- We are "undemerghﬁ on .tbe el

have held since mid-2009.-

. We coritinue to believe that cych— ‘
cal sectors should outperfonn in2010
in view of the recovering global econ- -
“omy ‘and benefits from “ongoing
Government stlmulus measures;
“-- While ‘we note that the Bursa.
" Malaysia Finance Index was one ©

the best perfonmng grotips in 2009

and recession,

~The healthcare isa relatrvely small B
R . sector in Malaysia but its compo-
However the broader market and
‘recurting income growth are strong-
erat 31% and 27% respectively. -~ *

-nents- consist” of -dominant. global .
: -manufacturers of medrcal and relat-'

ed gloves.
-We see lmgermg concems over ﬂ

* pandemnics, including the potential
risk of d resurgent HIN1 virus that

should sustam demand for rubber

- gloves. =

‘With comfortable valuanons and'.,,f
“healthy earnings growth and return
~.on equity (ROE), this sector is our
' preferred non—cychcal play

,werght on the sector globa[ly. we -
are “neutral” on the Malaysian ener- " -
gy sector. “This is because the. focal -
‘_energy’ sector Comprises solely of -
services companies which mayface
‘margin pressure with excess supply -
“in jack-up rigs “and other’ support’-
“sefvices to weigh on day rates. <
- 'The 25 stocks picked inthe portfo-.
ho ismeant to be fixed, meaning that:
it wilf net undergo any changes for
 the fiill year.” : R
~The analysts have chosen stocks"f

ments that we believe have proven

“track records -andfor have selected
‘companies. that are the dommant.
- players in their fields. :
: Drsapporntrnent may come- from :
“falling margins. Unusually high 2009
“.margins may not be sustainable rf '

sales do not pick up.

: ,9 Alliansz‘alaysia .

= We see potennal in: the plantatlon‘

s the nsk of drsappomt—,
.enta hrgher and as such, we main-:

_ S&P'spicks . |
: L ‘Company L Sub-industry Market value (RM mtl)
; =1 Gentirrg' _ Casinos & gaming 225120
-2 QSRBrands. .Restaurants o922
-3 Help International Education services 166 -
-~ 4 Carlsberg Brewery - " Brewers ' 1,390 _
5 KLKepong L 'Agncultural products ‘ . 17,460 -
"> 6 United Plantations Agrlcultural products ©28200 7
7 Alam Maritin'i - _0il & gas services . 935
©'8 Wah Seong - .- Oil & gas services 1,580

. Multi-line insurance ~~~

700

" ‘Diversified financial -~

T 3%

43,860

T 4050

" Heaitheare supplies

2970

1,350

’Healthcaresupphes

360

'k 17 Sime Darby' E

19 Notwn Vtet

1123 SuburTasa"
s .'they believe will be the best poised - 24 uiita;-
to benefit from the economic recov-
“ery and with relatively. comfortable
valuations to- held .up against the ..
~increased volatility in the market. -
- -:We have ‘also stuck-to manage- -

We antrcrpate around 10% nse of

- Constructton

200

“Industrial conglomerates

50,240

-18 Sunway Holdmgs

8 Constructron

g5

5 Electrontc,components'

Electronic components -~ =

'Dlver’s:ifi_ed metals

~Steel ..

522 Majaysla Steel Works

- Forest products

~ Wireless telecommumcatron

25 Tenaga Nasmna[

- Electric Utilities - .~ .~

'fuel and raw materral costs and we-
“believe that most of this can be;"
passed or absorbed by currency -
--translation gains and more than off- -
- set by improved efficiency. -
A greater than 10% rise would v
. warrant a more srgruﬁcant reassess- B
: ment of earnings. -
Another key [risk - is volatrlei

‘exchange ratesand a sharpfallin the -
- US dollar, which may send commod-. -

I '-appetlte i

rty and energy pnces up

““Conversely, 2 strenétheningﬁ Us

‘dollar “may ‘drive repatriation- of
‘funds .back into the United States
‘and out of emerging Asia. -7

: Geopohtrcal and pandenirc nsks |
remain a possibility. ..
Unexpected defauits (along the

- lines of Dubai: World) and worse-.

than-expected commercial property
debt troubles may dampen financial
sector -confidence and lower nsk '



