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Good Morning from DB Morning Summary 
 

No. of the day 

111.22
The amount of shares Tune Air has sold down in AirAsia. The bulk of 
the shares were sold at RM1.57 each and another 3.79m shares 
changed hands at RM1.65 each. (source: The Star) 

Market & Currency performance 
 Last 3m 12m
KLCI 989.9 5.9% 9.3%
FBM 100 6421.3 6.2% 10.2%
FBM EMAS 6448.1 6.2% 11.1%
MYR/US$ 3.6515 -0.2% -3.3%
Turnover (US$m) 294.6 261.4 194.5

 
Key Economic Forecasts 

 2005A 2006E 2007E
GDP% 5.3 5.5 4.6
CPI% 3.1 3.9 2.8

3M 6M 12M
MYR/USD 3.59 3.56 3.50
OPR 3.75 3.50 3.50
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Good morning,  
Long the Ringgit. That’s what our forex team tells us. They believe the Ringgit will 
be 5% higher in a year's time. Also, Maybank's (MAY MK, RM11.40, Buy, TP 
RM12.80) shares go ex-dividend today. Irene also reminds us there is a good 
chance that the share price may weaken given the number of stock options hitting 
the market. She also discusses the possibilities of capital management. Finally, it 
is indeed very interesting to note that Anwar Ibrahim has been given more press 
coverage of late. Today, the Star features Anwar's 'stop bickering' view on the 
ongoing spat between PM Abdullah Badawi and Dr Mahathir. Finally, British DPM 
John Prescott is in Malaysia for four days. He voiced his concerns about: (a) 
Malaysian furniture exported to the EU potentially using illegal logs and (b) 
lobbyists' claims that the Malaysian oil palm industry was endangering wildlife. If 
there was a big risk for the bio-diesel theme, it would be the EU bowing to 
pressure from environmentalist groups and potentially, rapeseed oil farmers. Just 
a thought for today. Su Yin. 

 Malayan Banking - Buying opportunity, if share overhang materializes 
 Foreign Exchange: Asian FX Strategy Notes: Next year’s trades now: 

Long MYR/TWD 
 Snippets 

Figure 1: Chart of the day: MYR/TWD YTD spot curve 
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Malayan Banking - Buying opportunity, if share overhang 
materializes 

ESOS overhang may lead to price weakness near term; reiterate Buy 
We flag potential weakness in Maybank's share price near term. There is a possibility that 
new shares from Employee Share Option Scheme may hit the market, after the stock trades 
ex-dividend from 30 October. We see any potential weakness in share price as a buying 
opportunity. This stock has a good chance to play catch-up. Surprises could come in the form 
of higher dividends, and, earnings driven by non-interest income and recoveries. Buy. 

Trades ex-div from Monday, 30 Oct; ESOS shares may hit the market 
We see buying opportunity, should share price weaken. Our analysis shows c. 1.2m ESOS 
shares exercised over September and early October, some of which could find way to the 
market. Stock has lagged some big cap banks. We believe it will catch up. There is potential 
for higher dividends. Prospects in non-interest income look promising, particularly insurance. 
Insurance contribution could rise from RM200m in FY06 to RM500m in two to three years’ 
time. 

There is scope for capital management 
Maybank can pay out more dividends, if it wants to. DB has assumed a 70% payout for FY07 
vs Maybank’s guidance of a minimum of 60% payout, and consensus (IBES) of 61%. 
Potential sources include issuance of hybrid tier-1 (capacity of RM4.5-5bn) and tier-2 debt 
(RM3bn), ESOS conversion which could lift capital by c. RM955m and possibly capital release 
from restructuring insurance operations, in our view. 

TP of RM12.80 implies a total return of 18% (12.3% upside + 5.4% net yield) 
Our target price of RM12.80 is based on ROE-g/COE-g which assumes 17% ROE, 5% 
growth, 9.0% COE and pegs Maybank at 2.8x BV. Capital management will remain in focus, 
in our view. Foreign ownership is low at 18%. Risks: market uncertainties as Maybank is a 
heavy index tracker and a liquid blue chip used by investors to Overweight or Underweight 
Malaysia. 

For more information, please click here 

Foreign Exchange 

Asian FX Strategy Notes: Next year’s trades now: Long MYR/TWD 
This is the second of our trades for 2007. We think MYR/TWD will be 5% higher in a year’s 
time, extending an uptrend from early 2006. Positioning via the 1-year NDF offers close to 
1% in positive carry. 

The relative dynamics are as follows: 

 Having engineered a token ringgit revaluation on the day of when CNY was freed up last 
July, Bank Negara steadily squeezed spot into year-end, before allowing the market to 
come off in the New Year. Correlations with other Asians remained weak until May when, 
after a 5% drop to 3.58, speculative MYR positions had again become quite large. BNM 
then stepped away, allowing USD/MYR to rally back with short-covering in USD/JPY and 
other regionals, before capping the market just under 3.70. Since June, spot has moved 
sideways in a narrow, 1.5% range; the tail-end of long MYR positions rolling off as 
exporters came back into sell USD. 

 USD/TWD, by contrast, remained fairly well correlated with USD/JPY throughout. As in 
Japan, as local rates are still ultra-low and, since the start of the year, the country’s 
capital account has increased in residential outflows, in both bonds and equities, 
dwarfing all but the strongest periods of foreign buying in local stocks. 

http://gm.db.com/ger/document/ShowPdf.eqsr?productIDMore=0900b8c08092d492
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Accordingly, MYR/TWD began to move up in late January, punctuated only modestly by 
periods of strong equity appetite and declines in USD/JPY which weighed disproportionately 
on USD/TWD. Over time, however, the spill-over from both has ameliorated. And at this point 
the only significant risks we see in holding the cross relate to positioning and policy. On the 
former, the market currently seems only slightly short USD/MYR and long USD/TWD, while 
the real concern for the latter would be if BNM allowed USD/MYR to trade significantly higher, 
and domestic players became worried about a re-test of the 3.80 peg-era level. Otherwise, 
relative BoP dynamics continue to favour MYR even as global growth slows. Malaysia’s 
current account surplus remains huge at around 15% of GDP, while Taiwan’s has already 
fallen back to around 5%. And its capital outflows are negligible, in contrast to an established 
trend in Taiwan, which may even accelerate if foreign demand for local stocks wanes. 

Snippets 
 The cabinet has indicated that AirAsia and Singapore-based low-cost carrier are unlikely 

to be given the green light to operate flights between Kuala Lumpur and Singapore 
before the 20008 deadline under the Asean Open Skies Agreement. (source: The Edge 
Weekly) 

 Tune Air has sold 111.22m shares of AirAsia. The bulk of the shares were sold at 
RM1.57 each and another 3.79m shares changed hands at RM1.65 each. (source: The 
Star) 

 Pos Malaysia shareholders may expect a windfall from RM0.80 to RM1.70 per share 
under its proposed capital repayment plan. Pos was suspended during midday break on 
Friday at RM4.96. (source: The Edge) 

 IJM Corp is believed to be studying a possible plan to buy into Talam Corp. IJM may 
offer as much as RM0.40 per share to gain a 30% controlling stake in Talam. (source: 
BTimes) 

 Sime Darby plans to build its first palm oil-based biodiesel plant in Johor next year, with 
a 100,000 tonnes annual capacity. (source: BTimes) 

 UMW Holdings intends to replicate the success of its Chinese oil and gas ventures in 
India. The group has a controlling stake in a JV company that provides corrosion coating 
services. (source: The Star) 

 Malakoff is vying to secure a power plat construction and management contract worth 
up to US$300m (RM1.1bn) in Pakistan. (source: BTimes) 

 Dalian Commodity Exchange is now not using Malaysian palm oil futures contract. In 
April, Bursa Malaysia signed an MoU to explore the possibility of developing derivative 
products and other related initiatives. (source: The Edge Weekly) 

 Landmarks has called off its proposal to set up a REIT comprising the company’s retail 
lots in Sungei Wang Plaza and Andaman resort in Langkawi. (source: The Edge Weekly) 
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Figure 2: Top picks 
      

Company BB Code Market Cap Rec Price Target 
Price

Upside EPS PER FD EPS 
growth 

EPS 
growth 

Divi Yield Divi Yield

    27-Oct-06 2006F 2006F 2006F 2007F 2006F 2007F

TOP BUYS  US$m  RM RM % RM X % % % %

Tenaga Nasional* TNB MK Equity    11,655.0  Buy 10.00 12.20       22.0 0.70 14.3 34.8 -10.7 7.0 7.2

KLCC* KLCC MK Equity         588.4  Buy 2.30 2.90       26.1 0.21 11.0 11.6 10.5 3.5 2.6

Bumi-Commerce CAHB MK Equity      5,838.5  Buy 6.75 7.90       17.0 0.40 16.9 37.1 29.9 1.6 2.1

Astro* ASTR MK Equity      2,629.8  Buy 4.98 6.00       20.5 0.15 33.2 26.9 24.7 1.4 1.8

IOI Corp* IOI MK Equity      5,872.6  Buy 17.40 18.70         7.5 0.96 18.1 29.8 3.8 3.4 3.4

IGB IGB MK Equity         565.4  Buy 1.41 2.08       47.5 0.09 15.7 22.1 4.7 1.4 1.4

      

TOP SELLS      

AirAsia* AIRA MK Equity         996.9  Sell 1.55 1.17 -24.52 0.06 25.8 17.1 33.6          0.6         1.3 

Gamuda* GAM MK Equity         821.0  Sell 3.98 3.00 -24.62 0.21 19.0 23.8 11.5          3.0         3.0 

NSTP NST MK Equity         107.1  Sell 1.80 1.50 -16.67 -0.06 nm nm 9.6          2.2         2.2 
Source: Deutsche Bank   *Forecasts are for FY07 & FY08 
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Appendix 1 
Important Disclosures 

Additional information available upon request 

For disclosures pertaining to recommendations or estimates made on a security mentioned in this report, please see 
the most recently published company report or visit our global disclosure look-up page on our website at 
http://gm.db.com. 

 
Analyst Certification 

This report covers more than one security and was contributed to by more than one analyst.   The views expressed in this 
report accurately reflect the personal views of each contributor to this compendium report.   In addition, each contributor has 
not and will not receive any compensation for providing a specific recommendation or view in this compendium report. 

 

 

Equity rating key  Equity rating dispersion and banking relationships 

Buy: Expected  total return (including dividends) of 10% or 
more over a 12-month period. 

Hold: Expected  total return (including dividends) between 
-10% and 10% over a 12-month period. 

Sell: Expected  total return (including dividends) of -10% or 
worse over a 12-month period. 

Notes: 
1.    Published research ratings may occasionally fall 
outside these definitions, in which case additional 
disclosure will be included in published research and on 
our disclosure website (http://gm.db.com); 

2.    Newly issued research recommendations and target 
prices always supersede previously published research. 
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Regulatory Disclosures 

SOLAR Disclosure 

For select companies, Deutsche Bank equity research analysts may identify shorter-term trade opportunities that are 
consistent or inconsistent with Deutsche Bank's existing longer term ratings.  This information is made available only to 
Deutsche Bank clients, who may access it through the SOLAR stock list, which can be found at http://gm.db.com 
 
Disclosures required by United States laws and regulations 

See company-specific disclosures above for any of the following disclosures required for covered companies referred to in 
this report: acting as a financial advisor, manager or co-manager in a pending transaction; 1% or other ownership; 
compensation for certain services; types of client relationships; managed/comanaged public offerings in prior periods; 
directorships; market making and/or specialist role. 
 
The following are additional required disclosures: 

Ownership and Material Conflicts of Interest: DBSI prohibits its analysts, persons reporting to analysts and members of their 
households from owning securities of any company in the analyst's area of coverage. 
Analyst compensation: Analysts are paid in part based on the profitability of DBSI, which includes investment banking 
revenues. 
Analyst as Officer or Director: DBSI policy prohibits its analysts, persons reporting to analysts or members of their households 
from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. 
Distribution of ratings: See the distribution of ratings disclosure above. 
Price Chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if electronic format or if 
with respect to multiple companies which are the subject of this report, on the DBSI website at  
http://gm.db.com. 
 
Additional disclosures required under the laws and regulations of jurisdictions other 
than the United States 

The following disclosures are those required by the jurisdiction indicated, in addition to those already made pursuant to United 
States laws and regulations. 
 
Analyst compensation: Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which 
includes investment banking revenues 
 
Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. 
EU: A general description of how Deutsche Bank AG identifies and manages conflicts of interest in Europe is contained in our 
public facing policy for managing conflicts of interest in connection with investment research. 
Germany: See company-specific disclosures above for (i) any net short position, (ii) any trading positions (iii) holdings of five 
percent or more of the share capital. In order to prevent or deal with conflicts of interests Deutsche Bank AG has 
implemented the necessary organisational procedures to comply with legal requirements and regulatory decrees. Adherence 
to these procedures is monitored by the Compliance-Department. 
Hong Kong: See http://gm.db.com for company-specific disclosures required under Hong Kong regulations in connection with 
this research report.  Disclosure #5 includes an associate of the research analyst.  Disclosure #6, satisfies the disclosure of 
financial interests for the purposes of paragraph 16.5(a) of the SFC's Code of Conduct (the "Code").  The 1% or more interests 
is calculated as of the previous month end.  Disclosures #7 and #8 combined satisfy the SFC requirement under paragraph 
16.5(d) of the Code to disclose an investment banking relationship. 
Japan: See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the 
Japanese Securities Dealers Association or the Japanese Securities Finance Company. 
Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a licence in the Russian Federation. 
South Africa: Publisher: Deutsche Securities (Pty) Ltd, 3 Exchange Square, 87 Maude Street, Sandton, 2196, South Africa. 
Author: As referred to on the front cover. All rights reserved. When quoting, please cite Deutsche Securities Research as the 
source. 
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Turkey: The information, interpretation and advice submitted herein are not in the context of an investment consultancy 
service. Investment consultancy services are provided by brokerage firms, portfolio management companies and banks that 
are not authorized to accept deposits through an investment consultancy agreement to be entered into such corporations and 
their clients. The interpretation and advices herein are submitted on the basis of personal opinion of the relevant interpreters 
and consultants. Such opinion may not fit your financial situation and your profit/risk preferences. Accordingly, investment 
decisions solely based on the information herein may not result in expected outcomes. 
United Kingdom: Persons who would be categorized as private customers in the United Kingdom, as such term is defined in 
the rules of the Financial Services Authority, should read this research in conjunction with prior Deutsche Bank AG research on 
the companies which are the subject of this research. 



  

Global Disclaimer 
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively “Deutsche Bank”).  The information herein is believed by Deutsche Bank to be reliable and has been obtained 
from public sources believed to be reliable.  With the exception of information about Deutsche Bank, Deutsche Bank makes no representation as to the accuracy or completeness of such information. 

This published research report may be considered by Deutsche Bank when Deutsche Bank is deciding to buy or sell proprietary positions in the securities mentioned in this report. 

For select companies, Deutsche Bank equity research analysts may identify shorter-term opportunities that are consistent or inconsistent with Deutsche Bank's existing, longer-term Buy or Sell recommendations.  This 
information is made available on the SOLAR stock list, which can be found at http://gm.db.com. 

Deutsche Bank may trade for its own account as a result of the short term trading suggestions of analysts and may also engage in securities transactions in a manner inconsistent with this research report and with respect to 
securities covered by this report, will sell to or buy from customers on a principal basis.  Disclosures of conflicts of interest, if any, are discussed at the end of the text of this report or on the Deutsche Bank website at 
http://gm.db.com. 

Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report.  They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without 
notice.  Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, 
changes or subsequently becomes inaccurate, except if research on the subject company is withdrawn.  Prices and availability of financial instruments also are subject to change without notice.  This report is provided for 
informational purposes only.  It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction or as an 
advertisement of any financial instruments. 

The financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon 
their specific financial situations and investment objectives.  If a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may adversely affect the price or value of, or the 
income derived from, the financial instrument, and such investor effectively assumes currency risk.  In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report, 
either directly or indirectly, may rise or fall.  Furthermore, past performance is not necessarily indicative of future results. 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor’s home jurisdiction . In the U.S. this report is approved and/or distributed by Deutsche Bank 
Securities Inc., a member of the NYSE, the NASD, NFA and SIPC. In Germany this report is approved and/or communicated by Deutsche Bank AG Frankfurt authorised by Bundesanstalt für Finanzdienstleistungsaufsicht. In the 
United Kingdom this report is approved and/or communicated by Deutsche Bank AG London, a member of the London Stock Exchange and regulated by the Financial Services Authority for the conduct of investment business in 
the UK and authorised by Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin). This report is distributed in Hong Kong by Deutsche Bank AG, Hong Kong Branch, in Korea by Deutsche Securities Korea Co. and in Singapore 
by Deutsche Bank AG, Singapore Branch.  In Japan this report is approved and/or distributed by Deutsche Securities Inc. The information contained in this report does not constitute the provision of investment advice. In 
Australia, retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product referred to in this report and consider the PDS before making any decision about whether to acquire the 
product. Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number in South Africa: 1998/003298/10)  Additional information relative to securities, other financial products or 
issuers discussed in this report is available upon request.  This report may not be reproduced, distributed or published by any person for any purpose without Deutsche Bank's prior written consent.  Please cite source when 
quoting. 
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