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Recap of the latest political developments  
 
The departure of Bersatu and a splinter group from PKR led by its deputy president from the 
Pakatan Harapan (PH) coalition has left the ruling coalition with fewer than the 112 MPs required 
to form a simple majority in the 222-seat parliament. Prime Minister Tun Mahathir Mohamad also 
tendered his resignation as the head of the government and stepped down as chairman of Bersatu 
on 24th February. 
 
Malaysia’s constitutional monarch the Yang di-Pertuan Agong has accepted Tun Mahathir's 
resignation and reappointed him as the interim Prime Minister pending the formation of a new 
government and cabinet. In addition, all 26 ministerial positions have been revoked following Tun 
Mahathir's resignation. Malaysia is currently under a caretaker government. At this juncture, the 
PH coalition now consists of three component parties of PKR, DAP and Amanah with a collective 
seat count of 92 MPs. Shortly after the premier’s resignation, it is understood that a majority of MPs 
from all parties have expressed their support for Tun Mahathir. However, on 25th February, UMNO 
and PAS withdrew their support for Tun Mahathir, calling for snap elections, rather than a possible 
unity government, as they will not work with the DAP.   
 
What is next?  
 
Since Tun Mahathir has garnered support from both sides of the political divide, he will form a new 
government/ cabinet. There are many permutations to the formation of the new government as the 
on-going political maneuvering means situation remains highly uncertain. In any case, the 
Parliament is due to sit on 10th March and those who might have claimed to have the majority by 
then could prevail. If no majority can be found, the King could request that fresh elections  
be held.  
 
Outlook and portfolio strategy  
 
We have long highlighted that political risk as one of the key risks for domestic market given the 
perceived weakness in the four-party coalition and the overhanging premiership succession issue. 
The latest political upheaval has shaken Malaysia’s long standing reputation as a “defensive” 
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market, prompting a selloff on Monday (market fell 2.7% on 24th February).  Near term, market is 
expected to remain volatile until the political uncertainties clear. These may persist for a while, from 
weeks to months (whether a snap election is called). We think the emergence of a new government 
with bigger majority is likely a positive as there could be more policy certainties while economic 
stimuli could be rolled out faster. On a flip side, prolonged situation of politicking hinders the 
country’s ability to implement reforms. As it stands, the economic stimulus package designed to 
counter the negative impact of the Coronavirus has reportedly been delayed due to the latest 
political development.  
 
As we have always focused on bottom-up stock picking, our funds are mostly invested in apolitical 
stocks/sectors. We still hold some construction stocks but the sector weighting is lower than 2018. 
The construction sector should recover when a new government takes over and starts to roll out 
infrastructure projects. Most of our funds have also increased cash level since the coronavirus 
breakout, now ranging between 10-20%. We are therefore comfortable with our current portfolio 
position and will look for bottom fishing opportunities on meaningful correction. We maintain a 
barbell strategy by focusing on selected themes (such as Technology, Oil and Gas) and stock-
picking for outperformance. We continue to favor high dividend yielding stocks which provide some 
defensiveness and should continue to do well in a low yield world.  
 
How have our funds fared since 24th February, Monday? 
 
As of 25th February, most funds have corrected less than their respective benchmarks (see Fig 1). 
YTD, some of our funds still registered positive returns despite the falling market thanks to our 
superior stock selection.  
 
Fig 1: Performances of selective Kenanga Investors unit trust funds  
 

 
Source: Bloomberg & Kenanga Investors Berhad 

Disclaimer: This commentary is prepared by Kenanga Investors Bhd (KIB) and is strictly for discussion and information purposes only. 
It should not be circulated to any third party without prior approval of KIB. Information provided herein including any expression of opinion 
or forecast has been obtained from or is based on sources believed by us to be reliable, but there is no representation or warranty, 
express or implied, is given with respect to the accuracy, completeness, sufficiency or usefulness of the information, or that any future 
transaction will conform to the terms hereof. Any decision to proceed with a transaction to which this information relates should be made 
solely in reliance upon final documentation agreed between us. It is not an offer to buy or sell or a solicitation of an offer to buy or sell 
any security or instrument or to participate in any particular trading strategy. Neither KIB, nor any of its affiliates, directors, employees, 
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agents or advisers or any other person accepts any liability to any person in relation to the distribution, possession or delivery of this 
document in, to or from any jurisdiction. 
 
Any projections or other estimates in this information, including estimates of returns or performance, are forward-looking statements 
based upon certain assumptions and are preliminary in nature. Actual results are difficult to predict and may depend upon factors within 
or beyond the issuer’s or KIB’s control. Actual events may differ from those assumed and changes to any assumptions may have a 
material impact on any projections or estimates. Other events not taken into account may occur and may significantly affect the analysis. 
There can be no assurance that estimated returns or projections can be realized or that actual returns or performance results will not 
be materially lower than those estimated herein. Such estimated results, returns and projections should be viewed as hypothetical and 
do not represent the actual results/returns that may be achieved. Price and product availability are deemed to be indicative only and are 
subject to changes at any time without notice. You should also consider fees and charges involved before investing.  
 
For investment in KIB’s unit trust funds, the Master Prospectus dated 29th March 2019 and the Prospectus of Kenanga Growth Fund 
Series 2 dated 28 May 2018, has been registered with the Securities Commission Malaysia, who takes no responsibility for its contents. 
Investors are advised to read the said Master Prospectus, the Product Highlight Sheet and any other product disclosure document 
before investing. Investors should also consider the principal risks, fees and charges involved before investing. Application for units can 
only be made on receipt of a form of application referred to in and accompanying the prospectus. A copy of the relevant prospectus(es), 
and the relevant product highlights sheet (PHS) is obtainable at all KIB’s branches. Unit prices and distributions may go down as well 
as up. A fund’s track record does not guarantee its future performance. Investors are advised to read and understand the content of the 
unit trust loan financing risk disclosure statement before deciding to borrow to purchase units. The fund may not be suitable for all and 
if in doubt investors should seek independent advice. 
 
The specific risks relating to the funds mentioned herein include market risk, particular stock risk, reclassification of Shariah status risk, 
equity risk, warrant risk, currency risk, country risk, liquidity risk and settlement risk. 
 
KIB/KIIB is committed to preventing Conflict of Interest between its various businesses and activities and between its 
clients/directors/shareholders and employees by having in place procedures and measures for identifying and properly managing any 
apparent, potential and perceived Conflict of Interest by making disclosures to Clients, where appropriate. 


