
Equity market

• Overall, most stock indices ended year 2022 in the red. 
Technology-heavy indices such as the South Korean KOSPI 
(-24.9%), Taiwanese TWSE (-22.4%) and the US S&P500 (-19.4%) 
found themselves at the bottom of the barrel as central banks, 
armed heavily with interest rate hikes continue to wage war 
against inflation. Finishing just above them are the Chinese 
indices, the Hong Kong HSI (-15.5%) and China’s SHCOMP 
(-15.1%), both found slight relief in November 2022 as PBoC 
continues to pledge their support to the Chinese economy, 
paving way for the economy to emerge from the crypts of 
COVID-19 in 2023.

• The heavy commodity exporting India SENSEX (+4.4%) and the 
Indonesian JCI (+4.1%) finished year 2022 at the top, reaping 
benefits of elevated food and energy prices.

• In Malaysia, the FBMKLCI etched out a -4.6% return, 
demonstrating phenomenal resilience in 2022, on the back of 
strong foreign inflows – with foreign investors being net buyers 
with total net inflows of RM4.38b, for 27 out of the 52 weeks of 
20223.

• For Q4 2022 itself, the local bourse soared 7.2%, placing it 
among one of the best performing indices in the region. Gains 
were primarily led by the Healthcare and Energy sector. 
Additionally, dust has also settled over Malaysia’s political arena 
following increasingly positive sentiment surrounding Datuk Seri 
Anwar Ibrahim’s appointment as Prime Minister.

• Throughout 2022, Energy, Plantation and Financial Services 
were evidently the best performing sectors, benefiting from 
strong commodity prices and a rising interest rate environment.

Fixed income market

• Q4 2022 was a whirlwind of a quarter for the US Treasury (UST) 
yields. Overall, the 2-year, 5-year and 10-year UST yields changed 
+15bps, -9bps and +5bps respectively
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• UST yields declined after peaking in early 
November, dictated by both easing inflation and 
speculation of possible change in the US Fed’s 
monetary policy stance. Inversion of the 2-year and 
10-year UST yields deepened to levels unseen since 
the 1980s.

• In the Asian Dollar Bond Market, both investment 
grade and high yielders rallied, following PBoC’s 
liquidity support announcement, unveiling a 
16-point plan to rescue cash-strapped property 
developers. Gains held on as the year ended as 
market braced for “The Great Chinese Reopening” in 
2023. Investment grade and high yield Asian Dollar 
bonds returned +2.64% and +12.60%4 respectively.

• For the local market, Malaysian Government 
Securities (MGS) yield curve bull flattened in Q4 
2022; 3-year, 5-year and 10-year MGS yields 
changed -11bps, -23bps and -37bps respectively to 
close the year at 3.78%, 4.08% and 4.46%. The 
rally in the Malaysian bond market is widely 
attributed to the global move towards a softer pace 
of monetary policy tightening, coupled with an 
improving local political landscape.

• In general, we are turning more positive on the 
outlook of MGS as global inflation showed signs of 
peaking and global growth looks set to slow. That 
said, we still expect heightened market volatility 
due to uncertainty over changes to Fed’s stance, the 
impact of China reopening and the full extent of 
global slowdown. Persistent geopolitical tensions in 
relation to the Russia-Ukraine conflict and US-China 
tech war add to the growing uncertainty. To this 
end, we remain cautious on the market and expect 
choppy trading environment in the near term.
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Macro
• Q4 2022 has been a turbulent quarter for the global economy 

as concerns over recession, monetary policies, China’s 
zero-COVID policy and the residual impact of Russia’s invasion 
of Ukraine remains. Some of these concerns had begun 
loosening their grip, while others continue to hang on tightly.

• The US Fed was at the forefront of the battle against stubborn 
inflation, having raised its benchmark interest rates 7 times in 
2022 with a staggering 425bps hike in totality, bringing its 
target range to 4.25% - 4.50% by the end of the year.

• Efforts paid off as recent inflation prints indicated that 
inflation has peaked in Q3 2022. YoY headline inflation in the 
US moderated close to the 7% handle between October and 
November 2022, coming off its fresh 40-year high of 9.1% 
reported back in June 2022.

• The slowdown in inflation raised speculation of possible 
softening of central banks’ stance to rate hikes. This offered 
markets a short respite, bolstering optimism and setting the 
stage for risk assets to rebound and bond yields to fall in 
November 2022.

• Nevertheless, the US Fed has made clear that interest rates 
are expected to lift higher in 2023 towards a terminal rate of 
5.1%, likely with no reductions until 2024.

• Shifts in the US Fed’s tone, inflation direction and continued 
geopolitical tensions between Russia and Ukraine increased 
uncertainty and volatility in the market, while exacerbating 
concerns for a quickly weakening global economy that is in 
danger of slipping into recession.

• IMF warned of a “tough” year ahead in 2023, slashing GDP 
forecasts to 2.7%1, representing the weakest growth profile 
since 20012.

• Over in China, policymakers backpedalled on their strict 
3-year-old zero-Covid policy after announcing a slew of easing 
measures. On the 8th of January 2023, Chinese authorities 
will officially downgrade the management of COVID-19 to a 
“Category B”. This crucial step permits the reopening of 
Chinese international borders, allowing quarantine-free travel 
for inbound travellers.

 

• For Malaysia, 15th General Election was held in 
November 2022, resulting in the appointment of 
Datuk Seri Anwar Ibrahim as the 10th Prime 
Minister, leading a newly formed unity government. 

• Malaysia’s robust domestic demand and resilient 
exports fuelled a remarkable Q3 2022 YoY GDP 
growth of 14.2%. Headline inflation came in at 4.0% 
YoY in both October and November 2022, 
signalling easing inflation pressure relative to 2Q 
2022.
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1International Monetary Fund, “World Economic Outlook Report”, October 2022
2With the exception of the Global Financial Crisis & the acute phase of the COVID-19 pandemic
3MIDF Research, As of 30 December 2022
4Bloomberg, As of 31 December 2022. Based on Bloomberg Asia USD Investment Grade Bond Index & Bloomberg Asia USD High Yield Bond Index
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