ESENTE
Advisory

DATE : 06 DEC 2025

PUBLICATION
SECTION
HEADLINE
CATEGORY
MEASUREMENT
TONE
REMARKS

: THE STAR

: FBM KLCI POISED FO END STRONG YEAR-END

: MENTIONED

: 216 CM?

By CECILIA KOK
cecilia_kok@thestar.com.my

MALAYSIA'S equity market is
heading into the final stretch of
the year, with sentiment cau-
tiously tilting upward and inves-
tors eyeing year-end positioning.

The third-quarter (3Q25)
reporting season brings fresh
clues on whether the bench-
mark can finally reclaim lost
ground and sustain a more con-
vlnclng recovery.

According to CIMB Research,
corporate Malaysia exits the lat-
est earnings window on steadier
footing, supponed by improved
sector visibility and a better
showing among index heavy-
weights.

The brokerage says it is “posi-
tive on the 3Q25 earnings sea-
son”, noting that “21% of compa-
nies beat pru.utmns (up from
16% in 2Q25), 27% underper-
formed (an mprovemcm from
29% in 2Q25), and the remain-
der “meeting expectations”.

It adds that FBM KLCI constit-
uents actually outperformed the
broader universe, with 27%
exceeding expectations and 15%
falling short, resulting in a
stronger 1.8 times beat-to-miss
ratio.

Reflecting this momentum,
CIMB Research now expects
FBM KLCI's earnings growth of
1.4% in 2025 and 6.4% in 2026,
prompting it to lift its end-2025
target to 1,665 points from its
earlier projection of 1,605
points, based on a higher 15.8
umes price-to-earnings (PE) mul-

The upgrade is driven by
shifts in its sector stance: “We
have upgraded our rating for
the banking sector to ‘over-
weight’ from ‘neutral’, primarily
owing to the upgrades of AMMB
Holdings Bhd |and Malayan
Ba

Turther, Il now holds “over-
‘weight” calls on eight sectors,
including building material
construction, and transport.

CIMB Research's top picks lean
heavily into consolidation win-
Ters, policy beneficiaries, struc-
tural growers and value names,
including Telckom Malaysia
Bhd, /M Corp Bhd, Hong Leong
Bank Bhd, Time dotCom, UEM
Sunrise Bhd, RHB Bank Bhd, SD
Guthrie Bhd, Tenaga Nasional
Bhd, IHH Healthcare Bhd,
Malaysian Pacific Industries
Bhd, Westports Holdings Bhd,
Axis REIT, Pavillion REIT and 99
Speed Mart Retail Holdings Bhd.

Its list also includes small- and
‘mid-cap selections such as KJTS
Group Bhd, Hi Mobility Bhd,
MBM Resources. Bhd, Hap Seng
Plantations Holdings Bhn})
Cloudpoint Technolog'y Bhd and
‘Yoong Onn Corp Bhd.

Staying conservative

Kenanga Research, mean-
while, stays conservative, main-
taining its year-end FBM KLCI
target of 1,640, premised on rel-
atively flat earnings.

‘The research house has pen-
cilled in a 1.5% earnings growth
in 2025, following an earnings
season that delivered mixed but
largely stable results, with plant-
ers and construction stocks off-
setting weakness in petrochemi-
cals and selected utilities.

Its 2026 outlook is brighter,
with projected earnings growth
of 7% translating to an index
level of 1,725 on an unchanged
15.5 times multiple.

: N/A

FBM KLCI

strong year-

Kenanga Research’s strategy is
anchored on conviction calls in
banks, technology and construc-
tion, rotating into names show-
ing upward momentum or
dpptdlmg laggard traits.

in our top picks, having

downgraded IHH, we replace it
with Syarikat TaKaful Mala
Keluarga Bhd, which is seeing
favourable momentum in cred-
it-related takaful products and

also improved dividend payout,”
it says.

The brokerage also adds
Bermaz Auto Bhd and SKP
Resources Bhd into its small-cap
list, describing them as laggards
with improving prospects, while
retaining renewable-ener-
gy-themed players such as K|TS
and Solarvest Holdings Bhd.

Window to accumulate

Hong Leong Investment Bank
(HLIB) Research is decidedly
more opportunistic, framing the
recent pullback as a window to
accumulate.

B Analysts are
anticipating a
mild earnings
uplift, a
firmer macro
backdrop and
the potential
for a valuation-
led rerating if
foreign flows
return

“We believe recent market

softness is a buying opportuni-
ty,” the research house says,
highlighting that the FBM KLCI
continues to trail regional peers
by two to five percentage points
over the past two months amid
muted foreign interest, leaving
shurehn]ding at a low of 19%.

It argues that valuation sig-
nals remain appealing across
multiple metrics and expects the
anticipated US Federal Reserve
(Fed) easing cycle to narrow the
US federal fund rate-Malaysia’s
overnight policy rate (OPR) gap,
II\erehy aiding foreign inflows

the ringgi.

Accordmgly, HLIB Research
maintains its 2025 FBM KLCI
target of 1,660, derived from a
14.6 times PE, while keeping its
top picks unchanged.

It highlights that six of its top-
pick names delivered in-line
results — CIMB, IHH, Sunway
Bhd, AMMB Holdings Bhd, 101
Properties Bhd, and Dialog
Group Bhd - while 99 Speed
Mart and ITMAX System Bhd
surprised on the upside.

e reporting season itself
was stable, with 47% and 43% of
stocks under its coverage pos
ing in line with HLIB Researchs
estimates and consensus projec
tions, respectively, 24%/29%
above, and 29%/27% below, with
core profit rising 1% quar-
ter-on-quarter (q-0-q) and 4%
year-on-year (y-0-y).

HLIB Research projects FBM
KLCI earnings growth of 2.6% in
2025 and 7.6% n 2026, suggest
ing a stronger cycle ahead.

Optimistic view
MBSB Research offers another
layer of optimism, reiterating
that it remains rather sanguine
on the local equity market,
underpinned by a positive
macro outlook and inexpensive
PE valuations.
It keeps its 2025 FBM KLCI tar-
get at 1,650, equivalent to a
15.3 times PE, noting that the
3Q25 results season

end

was “largely on target”, prompt-
mg only minor estimate revi-

wumn its coverage, 19% of
stocks reported higher-than-ex-
pected earnings, 22% fell short
and 59% came within expecta-

ions.
Adjustments were mixed, with
aggregate 2025 FBM KLCI earn-
trimmed marginally by
0.2% while 2026 esimates rose

Th|< mirrors improvements in
broader estimates across its uni-
verse, where 2026 earnings
were lifted 1.3%.

Where MBSR Research leans
on valuation and macro stability;
TA Research emphasises improv-
ing earnings dynamics and a
rebound in investor appetite.

“The 3Q25 reporting season
offered a welcome reprieve,” i
says, with companies pumng
“6.2% y-0-y earnings growth
after two consecutive quarters
of contraction.

‘The recovery was led by con-
struction, consumer and insur-
ance counters, offsetting soft-
ness in oil and gas, media, and
gaming.

Potential rebound

‘TA Research raises its 2025
and 2026 earnings forecasts by
1% and 0.1%, respectively, and
now projects FBM KLCI constitu-
ent earnings gmwm nf 3.3% this
year and 6.3% in 2

This supports its umhdnged
end-2025 FBM KLCI target of
1,660, pegged to a 14.5 times
2026 PE.

The research house sees
“scope for valuation multiple
expansion” should the Fed deliv-
er the expected December rate
cut and domestic political stabil-
ity holds following Sabah’s elec-
tion outcome.

‘The index, it notes, has
already traversed a wide range

this year — swinging 272
‘points from a tariff-driv-

en low in April to a
high above last
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year’s close in October - before
Tading on global and political
uncertainties.

‘TA Research says the rebound
could extend if key catalysts

align: the Fed acting as expected,
no new political nmse and
stronger foreign inf

“We see a strong powhuny of

the FBM KLCI outperforming
last year’s close and moving
closer to our end-2025 target of
1,660,” it says.

It emphaslses that global con-
ditions are supportive - greater
clarity on US trade po]\cy abun-
dant liquidity from ongoing
monetary easing, and renewed
foreign inflows - while domestic
demand, labour-market

‘The firm projects index earn-

ings per share growth of 3.3% in
2025 and 6.3% in 2026, under-
pinned by undemanding valua-
tions relative to historical aver-

ages.
In terms of positioning, TA
Research retains four dominant
temes; undervalued bive chips;
ome uction and prop”
enty; defensive plays; and High
growth small caps.

Four themes

On blue chips, banks remain
centre-stage, with TA Research
noting they are trading at attrac-
tive average price-to-book multi-
ples of about one time, while
delivering 4.4% quarter-on-quar-
ter earnings growth despite the
25-basis-point OPR cut.

Its preferred names are CIMB
and Alliance Bank Malaysia Bhd,
alongside IHH, which it believes
is set to “accelerate its growth
trajectory” following the Fortis
acquisition and a pmenual sec-
tor rerating from the upcoming
Sunway Healthcare listing.

Construction and property
plays - Gamuda Bhd, Sime
Darby Property Bhd and Mah
Sing Group Bhd - feature promi-
nently due to infrastructure
momentum, transit-oriented
developments and expanding
data centre ventures.

On defensives, TA Research
highlights Nestle (M) Bhd and
Farm Fresh Bhd, with catalysts
ranging from fading boycott
effects to government cash aid
lifting festive spendin

For high-growth suall caps,
PGF Capital Bhd and Exsim
Hospitality Bhd stand out, riding
structural growth in insulation
demand, infrastructure develop-
ment and robust construction
and hospitality pipelines.

Taken togetiier, the fIve Bro-
Kerages collectively point
towards a mild uplift in earnings
expectations, a more construc-
tive macro backdrop and the
potential for a valuation-led
rerating if foreign flows return.

Their year-end 2025 FBM KLCI
targets cluster tightly between
1,640 and 1,665, offering inves-
tors a reasonably aligned
roadmap as the year draws to a
close - though the next leg for
the index will hinge on global
monetary policy, domestic politi-

cal stability and upcoming
corporate catalysts.



