It’s been a packed week for Malaysia politics and courtroom news for investors to digest. Here are
our key thoughts about the latest developments in the country’s political landscape and impact to
markets.
Packed Week
There were three key political developments that happened this week:• The sentencing of former Prime Minister Najib Razak;
• The dissolution of the Sabah state government and;
• A statement by UMNO announcing its decision to leave the Perikatan Nasional (PN) coalition.
Market Implications
The sentencing of ex-PM Najib Razak basically weakens his political standing within UMNO and
would effectively prevent him from standing in the next general election. Politically, it also shifts the
power balance in favour of Prime Minister Tan Sri Muhyiddin Yassin, as it reduces the strength of
UMNO.
This triggered UMNO’s decision not to join PN formally as a coalition, but still crucially pledging its
support to the federal government. One of the many ways of interpreting these chain of events is
that it is a way by UMNO and PAS to reassert its strength as a bloc against its minority coalition
partner, who has just prosecuted one of their own.
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Pakatan Harapan’s (PH) own weakness as an opposition coalition has also allowed room for the
governing coalition to settle their own power struggle. Which is what is happening now. This may
cause weakness in certain segments of the market, as it does lead to uncertainty if the brinkmanship
goes too far.
Our base-case is that the current coalition will stand, with such moves seen more as market noise as
opposed to major changes in government or personnel. A sudden change in government would of
course dictate economic/monetary policy direction that would affect stock markets and businesses.
Lastly, political wrangling in Sabah has resulted in the dissolution of the state government, with a
state election to be decided within 2 months. This is a move by the existing state government to
reaffirm the people’s mandate, as existing representatives are seen crossing over the other side in
an attempt to form a new state government.

Portfolio positioning
On portfolio positioning, we continue to stay cautious on outlook with politics remaining an overhang
on markets. Cash levels range between 10.0-20.0% for our domestic funds. Given the fluidity of the
political situation, it is imperative that we maintain a flexible view to quickly shift and adjust our
position accordingly.
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Disclaimer
This article has been prepared by Affin Hwang Asset Management Berhad (hereinafter referred to as “Affin Hwang AM”)
specific for its use, a specific target audience, and for discussion purposes only. All information contained within this
presentation belongs to Affin Hwang AM and may not be copied, distributed or otherwise disseminated in whole or in part
without written consent of Affin Hwang AM. The information contained in this presentation may include, but is not limited to
opinions, analysis, forecasts, projections and expectations (collectively referred to as “Opinions”). Such information has
been obtained from various sources including those in the public domain, are merely expressions of belief. Although this
presentation has been prepared on the basis of information and/or Opinions that are believed to be correct at the time the
presentation was prepared, Affin Hwang AM makes no expressed or implied warranty as to the accuracy and
completeness of any such information and/or Opinions. As with any forms of financial products, the financial product
mentioned herein (if any) carries with it various risks. Although attempts have been made to disclose all possible risks
involved, the financial product may still be subject to inherent risk that may arise beyond our reasonable contemplation.
The financial product may be wholly unsuited for you, if you are adverse to the risk arising out of and/or in connection with
the financial product. Affin Hwang AM is not acting as an advisor or agent to any person to whom this presentation is
directed. Such persons must make their own independent assessments of the contents of this presentation, should not
treat such content as advice relating to legal, accounting, taxation or investment matters and should consult their own
advisers. Affin Hwang AM and its affiliates may act as a principal and agent in any transaction contemplated by this
presentation, or any other transaction connected with any such transaction, and may as a result earn brokerage,
commission or other income. Nothing in this presentation is intended to be, or should be construed as an offer to buy or
sell, or invitation to subscribe for, any securities. Neither Affin Hwang AM nor any of its directors, employees or
representatives are to have any liability (including liability to any person by reason of negligence or negligent misstatement)
from any statement, opinion, information or matter (expressed or implied) arising out of, contained in or derived from or any
omission from this presentation, except liability under statute that cannot be excluded.
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