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From the Desk of
Danny Wong

Dear investors,
Year 2012, the year of the water dragon. The celestial Dragon is the
ultimate good luck symbol. However, according to some feng shui
experts, as there is a lot of water element this year, so we can
expect to see more water related disasters. So generally, it is a
mixed year.
It was reported recently that fatty liver, which some doctors called a
‘lifestyle disease’, is expected to be a major health problem in
Malaysia – read about it inside. As income tax season will be around
soon, we have included the list of personal tax relief in this edition of
Flash. Check out what you can claim and file earlier to avoid last
minute rush towards the 30 April 30 dateline.
For some who are looking into getting a new ride, check out the
new cars that are expected on road this year. Lastly, we are pleased
to announce that we have set-up a facebook page so that we can
have more interaction with our investors. ‘Like’ us and get daily
market updates.
Happy reading!

DANNY WONG
Chief Executive Officer
Areca Capital Sdn Bhd
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Equity Outlook

by Danny Wong

Review of 2011

Much optimism on improving global growth prospects brought along
a bullish 1H2011; corporate earnings were rising, although there were
concerns of sovereign risks of PIIGS countries in Europe, effects of
the aftermath from Japan’s massive earthquake and lingering political instability in Middle East North
Africa (MENA) countries. FBMKLCI hit the all-time high of 1,594.74 points on 8 July 2012. However, the
’Bersih 2.0’ rally held on the next day sent FBMKLCI south, although other markets continued to soar
into the month of July. The sentiment turned worse with the deepening of Europe’s sovereign debt
crisis. The concerns in Europe drove the global markets down almost the entire 2H2011 amid rating
downgrades of major economies including US and France.
On a full year basis, FBMKLCI up 0.8% yoy outperformed major indices including MSCI Asia Ex-Japan
(- 19.2%). Again, I believe the outperformance attributed to the defensive nature of Bursa Malaysia,
high dividend yields and the potential impact form domestic economic activities.
What 2012 holds for
equity
While the Europe struggles with
the fallout from its festering debt
crisis with almost a clear sign of
large parts of it falling into
recession in 2012, I am
cautiously optimistic that the
local market may see a potential
rally especially in 1H12. Such
rally, however, will be amid the
volatility that we have had
experienced in 2011. This
potential rally is on the back of
improving signs in job and
housing markets in US with
potentially another quantitative
easing, monetary and fiscal
policies being further loosen in
Asia, a solution to Europe debt
crisis and feel-good factors of
the anticipated general election
in Malaysia. Positive news flow
from implementation of ETP and
private sectors’ M&A and listing
of big-caps companies will add
to the catalysts for a local rally. I
look forward to seeing a solution
to EU crisis, decent recovery of
US economy, a rebound in
China’s growth and world-wide
interest rates down trend.
On the converse side, the main
challenges include a prolonged
Eurozone debt crisis due to
political stalemate and/or social
unrests on the back of high
unemployment along with

austerity drive. This will lead to
global confidence crisis, which
then has a potential to spread
over to those countries with high
debt-to-GDP ratio, including
countries in Asia. Risk aversion
play will be triggered which will
create unstable flows of funds
as well as fluctuation in
currencies. In addition,
continuous QE and ultra-low
interest environment would
encourage super-inflation which
leads to stagflation. Locally, any
delay or inappropriate
implementation of ETP will affect
corporate earnings for those
companies involved and
potentially cause exit of funds
from the equity market.

Strategy and ‘Tips’

In any market condition, a well
diversified portfolio is a must but
this will depend much on the
development of the economies
in question. I will put priority in
dividend yielders and defensive

big-caps with exposure to
index-link counters. Sectors to
watch out for include gaming,
telco, oil & gas, plantation,
healthcare, banking and glove
industry.
On the immediate basis, I will
look at the development of
Eurozone crisis; it is definitely a
buy signal if a solution is
achieved. On the flip side, I will
reduce exposure in equities
should the corporate earnings
are affected significantly due to
adverse economic conditions /
contagion effects from the crisis.
Notwithstanding the optimistic
equity outlook, with major risks
mentioned above, I am more
inclined to put money on the
safe side with big portion into
non-equity investments such as
fixed income funds for low-risk
tolerance portfolios. On the
other hand to those investors
who can stomach volatility and
have longer investment horizon,
equity investment gives much
higher returns and is a better
hedge against inflation on a
longer term.
Meanwhile, one should not be
too overly concerned about
short term volatility of the equity
funds once invested. Market
moves up and down; the same
goes with shares and equity

funds. Unlike investing in
individual shares where some
stocks may not see the daylight
for a long time after a severe
falling in their prices, equity
funds with diversified portfolios
of blue-chip companies can
easily recover their values when
the market recovers. This is a
very distinct feature of unit trust
funds – diversification of risks.
On average, equities yield a
return between 12- 15% p.a.
over a reasonable period, of say
5-10 years horizon. As long as a
person does not need the
money within the investment
period and market continues to
perform déjà vu and move in
upside-bias cycle, equity funds
are better investment option
compare to low-yield
investments such as bank
deposits. We need a disciplined
mindset when investing in equity
funds; do not panic and change
the long term strategy too
frequently.
So much for now and I take this
opportunity to wish everyone a
healthy, wealthy and prosperous
2012 Dragon Year!
Happy investing!!!
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Fixed Income Outlook

by Edward Iskandar Toh

Review of 2011

A tale of two halves is what best describes 2011.
The concern for a quick recovery post Lehman
financial crisis with over reaching hand of a runaway inflation was replaced by fear of double dip recession and stalled GDP
growth. The world saw many central banks shield their nations with hawkish tightening monetary policies in the earlier half of the year only to turn dovish in the
second half of the year.

U.S.

Locally
Loc

The US bore the brunt of the stumbling Japanese
e economy
as effects of a devastating tsunami and nuclear disasters in
e, Europe
March disrupted supply chains. At the same time,
crisis began to unravel and deepen to the extent that until
ow to
the time of writing, the world is still unsure as to how
quantify their sovereign debt crisis. This further exacerxacero pump
bated the US recovery and rendered their efforts to
st’ was
prime the economy relatively futile. ‘Operation Twist’
uantitative easing
announced at the end of 3Q11 to extend the US quantitative
d
efforts followed by announcement of a fiscal and spending
stimulus
package. This was supported by the Federal Reserve’s stand that
interest rates will remain low till 2013. Despite these efforts and the
loosening of the USD14.3trillion debt ceiling stranglehold, the
unprecedented downgrade by S&P of the US credit rating from AAA
to AA1 soon followed. The upheaval that followed brought about a
new conundrum: US Treasuries were well sought after in lieu of
riskier assets while funds from emerging markets seek shelter
through US sovereign debt. All these, despite its credit standing
downgrade! US treasury yields reached all time lows while USD
strengthened against most other currencies. However, moving into
the 4Q11, some signs of improvement emerged with reduction in
jobless claims and better consumer sentiments.

Malay
Malaysia,
on the other hand resisted the pressure to raise rates in
the first
fir half of 2011 when cost push inflation threatened to
comp
compress real rates. The reverse occurred in the 2nd half as Bank
Negar
Negara resisted the temptation to cut rates too swiftly in reaction to
stalling global growth and regional rate cuts. It chose instead to
follow up the two Statutory Reserve Ratio hikes in the first half of
2011 w
with another 1% hike in July to draw out excess in the system.
On the bond front, Malaysian Government Bonds enjoyed a buoyant
year except for the hiccup in September where ‘risk-off’ stance as a
result of deteriorating Europe situation by traders reversed the
trend. Foreign holdings of MGS hit its peak in August with its total
close to RM100bil or 26% before the sell-off. Investors have
returned stronger ever since as MYR’s upside strength appealed. As
a result, yields dove reversing the tentative outlook in the first half.
S) market was less active. However,
The Private Debt Securities (PDS)
e 2nd half, yields too came off as
as supply began to pick up in the
demand by investors outpaced supply. This was further aided by
the ample liquidity in the system and improved credit environment.

Europe
Greece continued to spiral down towards a bankrupt state as their
bondholders were asked to take a 50% haircut. Portugal, Italy and
Spain did not drift too far from that with their own downgrades as
well. With Germany the only bright spark in the union, it appeared
destined to reach a tipping point where questions remain as to
where will fresh funds that are so needed to recapitalize be coming
from. Expanding the European Financial Stability Fund (EFSF) to
over €1.0 trillion did little to quell fears of a contagion. Sovereign
yields spiked above what is perceived as tolerable level of 7%
briefly for Italy while Spain came close in November.

Asia
The fight against inflation continued. Food, raw materials and
precious metals all rose. Gold hit an all time high of USD1921 per
ounce in September. In response, China raised reserve ratio 6 times
in 2011 and policy interest rates once in July to curtail liquidity and
specifically property prices. In November, Reserve ratio was
reduced the first time in 3 years as it coincided with concerted
efforts to prevent a liquidity squeeze as inflation began to taper off.
Likewise India too raised reverse repo rates 1% in each half and
appeared to hold back towards the year-end as inflation peaked in
October. Indonesia and Australia also eased interest rates as
slowing global growth became apparent.
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Forecast for 2012
Looking forward, government
bonds supply is expected to be a
fraction lower than 2011 as the
Government attempts to keep
fiscal deficit below 5%. It is also anticipated that PDS supply will
increase as ETP projects come on stream. This suggests that more
PDS with infrastructure ‘project financing’ type will likely be issued.
Even with the US seeing better days ahead, Europe’s financial
uncertainties will weigh down on global growth. In China, we will
continue to see a managed slowdown. All in all, it is likely that 2012
will see a less than stellar economic growth. Malaysia may be
challenged to achieve its GDP target for the year. In light of this, it is
safe to assume that rates will tend south with the possibility of up to
0.5% rate cut this year. However, it is also imperative to avoid a
trigger happy cut lest it becomes lame in its effect. Therefore, it is
equally possible that Bank Negara may take the apprehensive stand
in not cutting at all. Keeping real rates positive is another
consideration that may hold back rate cuts for as long as possible
as inflation threat diminishes.
With lower anticipated interest rate risk and improved trading
liquidity in the year ahead, the environment allows us to raise our
level of investment to optimise returns. However, the low and flat
interest rates regime does not give us much upside even if we raise
duration significantly. Therefore, we will reduce idle cash and extend
duration sparingly while taking advantage of trading opportunities.

Tax Information for Resident Individuals
for Assessment Year 2011

Tax Rates
Chargeable Income (RM)

Calculations (RM)

Rate (%)

Tax (RM)

0-2,500

On the First 2,500

0

0

2,501-5,000

Next 2,500

1

25

5,001-10,000

On the First 5,000
Next 5,000

3

25
150

On the First 10,000
Next 10,000

3

175
300

On the First 20,000
Next 15,000

7

475
1,050

On the First 35,000
Next 15,000

12

1,525
1,800

On the First 50,000
Next 20,000

19

3,325
3,800

On the First 70,000
Next 30,000

24

7,125
7,200

On the First 100,000
Next RM

26

10,001-20,000

20,001-35,000

35,001-50,000

50,001-70,000

70,001-100,000

Exceeding 100,000

14,325

Tax Relief
Individual Relief Types
1
2
3
4

5
6
7
8
9
10
11
12
13

14
15
16

17
18
19

Self
Medical expenses for parents
Basic supporting equipment for disabled taxpayer, spouse, children or parent
Additional relief for disabled person:- Self
- Spouse
Education Fees at tertiary or post graduate levels for Self
Medical expenses for serious diseases covering self, spouse and children
Complete medical examination
Purchase of books, journals, magazines and publications
Purchase of personal computer (once every three years)
Net saving in SSPN’s scheme for children
Purchase of sport equipment for sport activities
Subscription fees for broadband registered in the name of the individual
Interest expended to finance purchase of residential property. Relief of up to RM10,000 a year for three
consecutive years from the first year the housing interest is paid.
Subject to the following conditions:
(i) the taxpayer is a Malaysian citizen and a resident;
(ii) limited to one residential unit;
(iii) the sale and purchase agreement is signed between 10th March 2009 and 31st December 2010; and
(iv) the residential property is not rented out.
Where:
(a) 2 or more individuals are eligible to claim relief for the same property ; and
(b) total interest expended by those individuals exceeds the allowable amount for that year.
Each individual is allowed an amount of relief for each year based on the following formula:
AxB
C
where;
A = total interest allowable in the relevant year;
B = total interest expended by the relevant individual in the relevant year;
C = total interest expended by all the individuals.
Husband or Wife/Alimony Payments
Disable Wife/Husband
Child
- below 18 years old, per child
- over 18 years old, not married and receiving full-time tertiary education Note 1, per child
- disabled child
- disabled child age 18 years old and above, not married and pursuing diplomas or above qualification in Malaysia @ bachelor
degree or above outside Malaysia in program and in Higher Education Institute that is accredited by related Government authorities
Life insurance premiums and EPF contributions
Premium on new annuity scheme or additional premium paid on existing annuity scheme commencing payment from
01/01/2010 (amount exceeding RM1,000 can be claimed together with life insurance premium)
Insurance premium for education or medical benefit

Amount (RM)
9,000
5,000 *
5,000 *
6,000
3,500
5,000
5,000
500
1,000
3,000
3,000
300
500
10,000

*
*
*
*
*
*
*
*
*

3,000 *
3,500
1,000
4,000
5,000
4,000
6,000 *
1,000 *
3,000 *

* Maximum relief
Source: LHDN, 2011 budget commentary & tax information published by MIA, MICPA & CTIM
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Fatty Liver

- a lifestyle disease

The Malaysian Liver Foundation predicted
recently that fatty liver is expected to be a major
health problem in Malaysia due to increasing
affluent lifestyle and poor dietary habits. Fatty
liver is also referred to as a ‘lifestyle disease’,
reflecting affluence and over-indulgence.
Liver is the largest organ inside our body and is also one of the most
important one. The liver has many jobs, including changing food into energy
and nutrients, cleaning alcohol and remove harmful substances from the
blood. It makes bile, a yellowish-green liquid that helps with digestion.

WHAT IS FATTY LIVER
Fatty liver is the accumulation of fat in liver cells. It is normal for the liver to
contain some fat. However, if more than 5% - 10% percent of the liver’s
weight is fat, then it is called a fatty liver. In medical terms, it is commonly
referred to as Non-Alcoholic Fatty Liver Disease (NAFLD). The term
non-alcoholic is used because NAFLD occur in individuals who do not
consume excessive amounts of alcohol, i.e. the build-up of extra fat in liver
cells that is not caused by alcohol. NAFLD may cause the liver to swell. A
swollen liver may cause scarring (cirrhosis) over time and may even lead to
liver cancer or liver failure.
NAFLD tends to develop in people who are overweight or obese or have
diabetes, high cholesterol or high triglycerides. Rapid weight loss and poor
eating habits also may lead to NAFLD. However, some people develop
NAFLD even if they do not have any risk factors.

SYMPTOMS
NAFLD often has no symptoms, especially in milder cases. When symptoms
mptoms
ite,
occur, they may include fatigue, weakness, weight loss, loss of appetite,
hing,
nausea, abdominal pain, yellowing of the skin and eyes (jaundice), itching,
fluid retention in the legs or abdomen and memory loss.
NAFLD is initially suspected if blood tests that measure liver function show
he
high levels of liver enzymes. Often, an ultrasound is used to confirm the
NAFLD diagnosis.

TREATMENT
There are no medical treatments yet for NAFLD. Eating a healthy diet and
versing
exercising regularly may help prevent liver damage from starting or reversing
it in the early stages. Doctors typically work to treat the risk factors that
at
contribute to your liver disease. For instance, if you're obese, your doctor
ctor can
help you to lose weight through diet, exercise and, in some cases,
medications and surgery. If a drug is causing your fatty liver disease, your
our
doctor may try to switch you to a different medication.

Some of the changes required to treat fatty liver include:
• Lose weight, if you are overweight. Reduce the number of calories you
eat each day and increase your physical activity in order to lose weight.
Aim to lose 1 or 2 pounds a week. If you've tried to lose weight in the
past and have been unsuccessful, ask your doctor for help.
• Choose a healthy diet. Eat a healthy diet that's rich in fruits and
vegetables. Reduce the amount of saturated fat in your diet and instead
select healthy unsaturated fats, such as those found in fish, olive oil and
nuts. Include whole grains in your diet, such as whole-wheat breads and
brown rice.
• Lower your cholesterol. A healthy plant-based diet, exercise and
medications can help keep your cholesterol and your triglycerides at
healthy levels.
• Exercise and be more active. Aim for at least 30 minutes of exercise
most days of the week. Incorporate more activity in your day. For
instance, take the stairs instead of the elevator. Walk instead of taking
short trips in your car. If you're trying to lose weight, you might find that
more exercise is helpful. But if you don't already exercise regularly, get
your doctor's OK first and start slowly.
• Protect your liver. Avoid things that will put extra stress on your liver. For
instance, don't drink alcohol. Follow the instructions on all medications
and over-the-counter drugs.
• Control diabetes. Follow your doctor's instructions to stay in control of
your diabetes, if you are a diabetic. Consult a dietitian and take your
medications as directed to control and closely monitor your blood sugar.
Bottom line, with early recognition and appropriate nutritional and
complementary treatment, NAFLD can be reversed and liver function
normalized before permanent damage ensues
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References from Medline Plus, American Liver Foundation, Mayo Clinic and MedicineNet
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HEAD OFFICE
107, Block B, Pusat Dagangan Phileo Damansara I, No. 9, Jalan 16/11
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Phone
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