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Soft inflation prints and weak labour market data in 

the US heightened expectations of faster and larger 

Fed rate cuts throughout most of Q3 2024. Initially, 

this sentiment was welcomed, sending a wave of 

optimism in financial markets, globally. However, the 

combination of weak US macroeconomic data, 

dovish signals from the Fed, and a historic rate hike 

by the Bank of Japan in early August led to the 

unwinding of JPY carry trades, triggering a massive 

global sell-off in risk assets. Fortunately, the impact 

was short-lived, and markets rebounded shortly 

thereafter. 

In addition to economic developments, political 

events added layers of uncertainty to the market. In 

the US, President Biden's announcement of his 

withdrawal from the 2024 presidential race caused 

significant market volatility. Meanwhile, in the UK, 

Keir Starmer of the Labour Party was appointed 

Prime Minister, ending the Conservatives' 14-year 

rule. This major political shift introduced new 

dynamics to the UK's economic landscape, further 

contributing to market fluctuations.  

Over in China, Q2 GDP growth slowed to 4.7%, 

missing expectations of 5.1% due to disappointing 

housing and consumption data. For the first half of 

2024, the economy expanded by only 5%, casting 

doubt on China's ability to reach its 5% growth target 

for the year, especially with slower growth expected 

in the second half. To counter this, the PBoC 

announced a series of measures, including rate cuts, 

reductions in the RRR, and other structural monetary 

policies. Additionally, the PBoC specifically 

introduced plans to support the struggling property 

market, including extending measures for two years 

and reducing interest rates on existing mortgages. 

In Malaysia, GDP growth accelerated to 5.9% YoY in 

Q2 2024, marking the fastest growth rate in 18 

months, driven by robust domestic demand, 

continued expansion in exports, and higher 

household spending. Concurrently, headline inflation 

remained steady around 2% YoY June, July, and 

August, reflecting broadly stable cost and demand 

conditions, which led to BNM keeping interest rates 

unchanged at 3.00% in Q3. Investor confidence 

remained strong, evidenced by positive net foreign 

fund flows reaching nearly RM4bil YTD September 

2024. Furthermore, Prime Minister Anwar 

announced that Malaysia approved RM160bil in 

investment inflows in the first half of 2024, an 18% 

increase from the same period last year. 

Complementing these positive developments, the 

Malaysia Budget 2025 has been tabled, projecting a 

healthy GDP growth of 4.5% to 5.5% for 2025, with 

an aim to reduce fiscal deficit from 4.8% of GDP in 

2024 to 3.8% in 2025. The latest budget also outlines 

a progressive implementation of the Sales and 

Service Tax, focusing on top earners by targeting 

imported goods such as salmon and avocados, while 

exempting basic food items. Additionally, the 

minimum wage is set to increase from RM1,500 to 

RM1,700, while the RON95 subsidy cuts are 

expected to commence in mid-2025. 

 

Equity market 

In Q3, global equities had a shaky start. In July, 

subdued inflation figures and disappointing US 

labour market data strengthened the case for the Fed 

to cut rates soon. Developed markets were mixed, 

while emerging markets were mostly positive except 

for China, Hong Kong, and Taiwan, due to real estate 

challenges. However, a major correction hit in early 

August following another weak US labour report and 

an unexpected rate hike by the Bank of Japan, 

sparking panic over unwinding the yen carry trade. 

The pivotal moment came in September when the 

Fed cut rates by a larger-than-expected 50 bps. This 

led to positive US market performance and an 8.2% 

gain in the MSCI Asia ex Japan Index. Notable 

outperformance was seen in Hong Kong's Hang 

Seng Index and China's Shanghai Composite Index, 

which surged 17.5% and 17.4% respectively in 

September alone, thanks to the PBoC’s economic 

stimulus measures to spur growth. Throughout the 

quarter, Hong Kong's Hang Seng Index emerged as 

the best-performing market in the region, delivering 

impressive returns of 19.3%. The Philippines' 
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Composite Index followed with +13.4%, bolstered by 

the Bangko Sentral ng Pilipinas' rate cuts, which 

positively influenced investor sentiment. 

Despite gains in numerous markets, some faced 

significant challenges in the quarter, particularly 

technology-heavy indices. The South Korean 

KOSPI, Japan's TOPIX, and Taiwan's TWSE all 

posted negative returns of -7.3%, -5.8%, and -3.5% 

QoQ, respectively. Technology stocks were hit hard, 

weighed down by concerns over AI investment 

returns and the US Fed's rate cut, which dampens 

the future growth prospects of these high-growth 

sectors. 

 

Taking a closer look at the local equity market, 

Malaysia’s FBMKLCI registered a modest gain of 

3.7% QoQ, driven primarily by the stellar 

performance of its top sectors. The financial services 

sector delivered an impressive return of 10.5% QoQ, 

attributed to strong loan growth and improving net 

interest margins. This sector also benefited from 

foreign investors, who turned net positive in Q3, 

favouring blue-chip banking stocks. Similarly, the 

construction sector posted a robust return of 7.6% 

QoQ, buoyed by growing optimism over the 

government’s rollout of major infrastructure projects 

and private sector expansion. The announcement of  

highly lucrative jobs, particularly for building data 

centers, further boosted shares of select companies, 

enhancing overall sentiment within the sector. 

 

In the broader market, the FBM100 Index mirrored 

the FBMKLCI’s modest increase, returning 1.9% 

QoQ. Conversely, the FBM Small Cap Index suffered 

significant losses of -10.0%, driven by a risk-off 

sentiment. This shift resulted in a clear movement 

from small caps to large caps, particularly in 

defensive segments, influenced by external factors 

and profit-taking. 

As we move into the final quarter of 2024, we believe 

that the local equity market will continue to 

outperform its regional peers. Ongoing infrastructure 

and data center investments, coupled with effective 

domestic policy reforms, are expected to play a 

significant role. Additionally, the market's 

performance is likely to be supported by attractive 

dividend yields, a strengthening MYR, and a rebound 

in domestic consumption. These combined elements 

are poised to create a robust and dynamic market 

outlook for the latter part of the year. 

 

  

Source: Bloomberg, as of 30 September 2024. Past performance is not necessarily indicative of future performance. 
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Fixed income market 

The UST experienced a bullish start to the quarter, 

driven by heightened expectations of faster and 

larger Fed rate cuts following the release of soft 

inflation figures and weak labor market data in the 

US. This resulted in significant yield decreases. The 

rally extended from early July until mid-September, 

with bullish momentum peaking when the Fed 

implemented a higher-than-expected 50 bps cut in 

the Fed Funds rate. After this cut, bond yields began 

to rise. Overall, UST yields bull steepened, with the 

2-year, 5-year, and 10-year UST yields falling by -

111 bps, -82 bps, and -62 bps respectively, closing 

the quarter at 3.64%, 3.56%, and 3.78%. 

In the local market, the movements of the MGS yield 

curve mirrored those of the UST, albeit to a lesser 

degree. The 3-year, 5-year, and 10-year MGS yields 

fell by 20 bps, 15 bps, and 15 bps, ending the quarter 

at 3.33%, 3.50%, and 3.71% respectively. 

Against the backdrop of steady growth and 

manageable inflation, we expect BNM to maintain 

the OPR at 3.00% for the remainder of the year. This 

stable policy rate is likely to anchor local bond yields. 

However, in the absence of strong local catalysts, the 

local bond market is expected to be influenced by 

external factors such as the trajectory and pace of 

US rate cuts. Additionally, geopolitical tensions and 

the upcoming US elections are anticipated to 

heighten market volatility in the coming months. On 

balance, we hold a neutral to mildly bullish outlook on 

the Malaysian bond market, driven by positive 

sentiment from the commencement of the global rate 

cut cycle and expectations of a stronger MYR, which 

could attract foreign inflows. 
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Disclaimer 

Investing involves risks, including the potential loss of principal. Financial 
markets are volatile and can fluctuate significantly in response to 
company, industry, political, regulatory, market, or economic 
developments. These risks are magnified for investments made in 
emerging markets. Currency risk is the risk that fluctuations in exchange 
rates may adversely affect the value of a portfolio’s investments. 
 
The information provided does not take into account the suitability, 
investment objectives, financial situation, or particular needs of any 
specific person. You should consider the suitability of any type of 
investment for your circumstances and, if necessary, seek professional 
advice. 
 
This material, intended for the exclusive use by the recipients who are 
allowable to receive this document under the applicable laws and 
regulations of the relevant jurisdictions, was produced by, and the 
opinions expressed are those of, Manulife Investment Management as 
of the date of this publication and are subject to change based on market 
and other conditions. The information and/or analysis contained in this 
material has been compiled or arrived at from sources believed to be 
reliable, but Manulife Investment Management does not make any 
representation as to their accuracy, correctness, usefulness, or 
completeness and does not accept liability for any loss arising from the 
use of the information and/or analysis contained. The information in this 
material may contain projections or other forward-looking statements 
regarding future events, targets, management discipline, or other 
expectations, and is only as current as of the date indicated. The 
information in this document, including statements concerning financial 
market trends, are based on current market conditions, which will 
fluctuate and may be superseded by subsequent market events or for 
other reasons. Manulife Investment Management disclaims any 
responsibility to update such information. 
 
Neither Manulife Investment Management or its affiliates, nor any of their 
directors, officers, or employees shall assume any liability or 
responsibility for any direct or indirect loss or damage or any other 
consequence of any person acting or not acting in reliance on the 
information contained herein. All overviews and commentary are 
intended to be general in nature and for current interest. While helpful, 
these overviews are no substitute for professional tax, investment, or 
legal advice. Clients should seek professional advice for their particular 
situation. Neither Manulife, Manulife Investment Management, nor any of 
their affiliates or representatives is providing tax, investment, or legal 
advice. This material was prepared solely for informational purposes, 
does not constitute a recommendation, professional advice, an offer, or 
an invitation by or on behalf of Manulife Investment Management to any 
person to buy or sell any security or adopt any investment strategy, and 
is no indication of trading intent in any fund or account managed by 
Manulife Investment Management. No investment strategy or risk 
management technique can guarantee returns or eliminate risk in any 
market environment. Diversification or asset allocation does not 
guarantee a profit or protect against a loss in any market. Unless 
otherwise specified, all data is sourced from Manulife Investment 
Management. Past performance does not guarantee future results. 
 

Manulife Investment Management 
 
Manulife Investment Management is the global wealth and asset 
management segment of Manulife Financial Corporation. We draw on 
more than a century of financial stewardship to partner with clients across 
our institutional, retail, and retirement businesses globally. Our specialist 
approach to money management includes the highly differentiated 
strategies of our fixed-income, specialized equity, multi-asset solutions, 
and private markets teams, along with access to specialized, unaffiliated 
asset managers from around the world through our multimanager model.  
 
These materials have not been reviewed by and are not registered with 
any securities or other regulatory authority, and may, where appropriate, 
be distributed by the following Manulife entities in their respective 
jurisdictions. Additional information about Manulife Investment 
Management may be found at  manulifeim.com/institutional. 
 
Australia: Hancock Natural Resource Group Australasia Pty Limited, 
Manulife Investment Management (Hong Kong) 
Limited. Brazil: Hancock Asset Management Brasil 
Ltda. Canada: Manulife Investment Management Limited, Manulife 
Investment Management Distributors Inc., Manulife Investment 
Management (North America) Limited, Manulife Investment 
Management Private Markets (Canada) Corp. China: Manulife 
Overseas Investment Fund Management (Shanghai) Limited 
Company. European Economic Area and United Kingdom: Manulife 
Investment Management (Europe) Ltd., which is authorized and 
regulated by the Financial Conduct Authority; Manulife Investment 
Management (Ireland) Ltd., which is authorized and regulated by the 
Central Bank of Ireland Hong Kong: Manulife Investment Management 
(Hong Kong) Limited. Indonesia: PT Manulife Aset Manajemen 
Indonesia. Japan: Manulife Investment Management (Japan) 
Limited. Malaysia: Manulife Investment Management (M) Berhad 
200801033087 (834424-U). Philippines: Manulife Asset Management 
and Trust Corporation. Singapore: Manulife Investment Management 
(Singapore) Pte. Ltd. (Company Registration No. 200709952G). South 
Korea: Manulife Investment Management (Hong Kong) 
Limited. Switzerland: Manulife IM (Switzerland) LLC. Taiwan: Manulife 
Investment Management (Taiwan) Co. Ltd. United States: John 
Hancock Investment Management LLC, Manulife Investment 
Management (US) LLC, Manulife Investment Management Private 
Markets (US) LLC, and Hancock Natural Resource Group, 
Inc. Vietnam: Manulife Investment Fund Management (Vietnam) 
Company Limited. 
 
Manulife Investment Management, the Stylized M Design, and Manulife 

Investment Management & Stylized M Design are trademarks of The 

Manufacturers Life Insurance Company and are used by it, and by its 

affiliates, under license. 
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