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ECONOMICS AND MARKETS HAVE BEEN VERY VOLATILE BANK(ISLAM
has shot up to 82.69 points in March 2020, surpassing the Global Financial Crisis (GFC) in 2008-2009.

VIX Index

82.69

80.86

Jun-08 Jun-09 Jun-10 Jun-11 Jun-12 Jun-13 Jun-14 Jun-15 Jun-16 Jun-17 Jun-18 Jun-19 Jun-20

National Tax Conference (NTC) 2020, 25 & 26 August 2020 Sources: Bloomberg, CEIC

Organised by LHDNM & CTIM

ECONOMIC

RESEARCH
Page 3




HOW'’S THE ECONOMIC LOOK? HIGHLY UNCERTAIN BANK(ISLAM

{Percent change, unless noted otherwise)

‘Year over Year
Difference from Apnl 2020 4 over Q4 2/
Projections WEO Projections 1/ Projecfions

2018 2019 2020 2021 2020 2021 2019 2020 2021
World Qutput 36 29 -4.9 5.4 -1.9 0.4 2.8 =33 4.6
Advanced Economies 2.2 1.7 -8.0 4.8 -1.9 0.3 1.5 -1.2 51
United States 29 23 -80 45 =21 02 23 -82 54
Euro Area 19 13 -102 6.0 27 13 10 -86 58
Gemany 15 06 i 54 08 02 04 6.7 55
France 18 15 125 73 53 28 09 -89 42
Italy 08 03 -128 6.3 37 15 01 -109 55
Spain 24 20 -128 6.3 48 20 18 -114 6.3
Japan 03 07 538 24 06 06 07 -18 00
United Kingdom 1.3 14 -102 6.3 3.7 23 11 -850 69
Canada 20 1.7 -84 49 22 07 15 15 46
Other Advanced Economies 3/ 27 1.7 48 42 02 0.3 19 -51 b5
Emerging Market and Developing Economies 4.5 37 =30 5.9 =2.0 0.7 39 -0.5 42
Emerging and Developing Asia 6.3 55 08 74 -18 -11 50 24 39
China B.7 6.1 1.0 a2 02 -10 6.0 44 43
India 4/ 6.1 42 45 6.0 -£4 -14 31 02 12
ASEAN-5 5/ 53 49 -20 6.2 -14 -186 48 -14 6.1
Emerging and Developing Europe 3.2 2.1 -8 43 {8 0.1 34 7.0 6.6
Russia 25 13 66 41 -11 06 22 15 56
Latin America and the Caribbean 11 0.1 -54 37 -42 0.3 0.2 -850 4.1
Brazil 1.3 1.1 -91 36 -38 07 16 83 45
Mexico 22 -03 -105 33 -39 03 08 -101 48
Middle East and Cenfral Asia 18 1.0 47 33 -19 07 . o o
Saudi Arabia 24 03 6.8 3.1 45 0.2 03 44 41

Sub-Saharan Afica 32 31 -32 34 -186 07
Nigeria 19 22 54 26 =20 0.2 . o o
South Africa 08 02 -8.0 35 22 05 -06 2.1 28

Memorandum

Low-Income Developing Countries 5.1 52 -1.0 52 -14 04 .. . o
World Growth Based on Market Exchange Rates 31 24 6.1 el -19 0.1 23 -49 48

World Trade Volume (goods and services) 6/ 38 0.9 -11.9 8.0 0.9 04

National Tax Conference (NTC) 2020, 25 & 26 August 2020
Organised by LHDNM & CTIM Source: IMF World Economic Outlook Update, June 2020
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. THE LATEST GROSS DOMESTIC PRODUCT (GDP) YEAR-ON-YEAR CHANGE (%)
1IQ1? 2Q192 3Q192 4Q192 1Q20 2Q20

US 2.3 2.0 2.1 2.3 0.3 (2.5)
UK 2.0 1.4 1.3 1.1 (1.7) Nna
Eurozone 1.4 1.3 1.4 1.0 (3.1) (15.0)
Germany 1.0 0.3 0.7 0.4 (2.3) (11.7)
France 1.8 1.8 1.6 0.8 (5.7) (12.0)
Italy 0.3 0.4 0.5 0.1 (5.5) (17.3)
Brazil 0.6 1.1 1.2 1.7 (0.3) (0.3)
Argentina (5.9) 0.4 (1.8) (1.1) (5.4) (5.4)
South Africa - 0.9 0.1 (0.5) (0.1) (0.1)
Japan 0.8 0.9 1.7 (0.7) (1.7) Nna
Turkey (2.3) (1.6) 1.0 6.0 4.5 4.5
Russia 0.4 1.1 1.5 2.1 1.6 Nna
China 6.4 6.2 6.0 6.0 (6.8) 3.2
India 5.7 5.2 4.4 4.1 3.1 Nna
Australia 1.7 1.6 1.8 2.2 1.4 1.4
Thailand 2.9 2.4 2.6 1.5 (1.8) Nna
Philippines 5.7 5.4 6.3 6.7 (0.2) Nna
South Korea 1.7 2.0 2.0 2.2 2. 2.2
Singapore 1.0 0.2 0.7 1.0 (0.3) (12.6)
Vietham 6.8 6.7 /.3 /.0 3.8 0.4
Indonesia 5.1 5.1 5.0 5.0 3.0 (5.3)
M alaysia 4.5 4.8 4.4 3.6 0.7 gle)

National Tax Conference (NTC) 2020, 25 & 26 August 2020
Organised by LHDNM & CTIM
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. BENCHMARK RATES IN THE ADVANCED COUNTRIES BANK(SLAM

US Fed - Federal Fund Rate ECB - Main Refinancing Rate
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7.00 = Policy rates in the advanced countries
6.00 6.00 s have been extremely low.
5.00 0
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National Tax Conference (NTC) 2020, 25 & 26 August 2020 pOpU|OTIO n.
Organised by LHDNM & CTIM Source: Bloomberg
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CENTRAL BANK BALANCE SHEET CONTINUES TO EXPAND

US Federal Reserve (USD frillion)
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European Central Bank (EUR frillion)
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The advanced countries

Dec-16 Jul-2C

have been

pumping cash intfo the global economic

system.

It remain to be seen whether such policy
response has tangible effects to their

economy

One thing for sure, it can creates positive
or negative externalities. Fund flows can

be a boon or bane.

Source: Bloomberg
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Policy rates

Advanced counties

CENTRAL BANK POLICY RATES

Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20 May-20

Jun-20

Jul-20 Aug-20*

US (Fed Fund Rate) 1.75 1.75 1.75 1.75 1.75 0.25 0.25 0.25 0.25 0.25 0.25
Japan (Policy Balance Rate) -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10
Euro Zone (Main Refinancing Rate) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
UK (Bank Rate) 0.75 0.75 0.75 0.75 0.75 0.10 0.10 0.10 0.10 0.10 0.10
Canada (ON Lending Rate) 1.75 1.75 1.75 1.75 1.75 0.25 0.25 0.25 0.25 0.25 0.25
Lafin America

Mexico (ON Rate) 7.75 7.50 7.25 7.25 7.00 6.50 6.00 5.50 5.00 5.00 5.00
Brazil (Selic Rate) 5.00 5.00 4.50 4.50 425 3.75 3.75 3.00 2.25 225 225
Argentina (LELIQ 7D Notes Rate) 68.00 63.00 5500  50.00 40.00 38.00 38.00 38.00 38.00 38.00 38.00
Eastern Europe

Russia (Key Rate) 6.50 6.50 6.25 6.25 6.00 6.00 5.50 5.50 4.50 4.25 425
Ukraine (Discount Rate) 15.50 1550 13.50 11.00 11.00 10.00 8.00 8.00 6.00 6.00 6.00
Turkey (1W Repo Rate) 14.00 1400 1200 11.25 10.75 9.75 8.75 8.25 8.25 8.25 8.25
Asia

China (1Y Loan Prime Rate) 4.20 4.15 4.15 4.15 4.05 4.05 3.85 3.85 3.85 3.85 3.85
India (Repo Rate) 5.15 5.15 5.15 5.15 5.15 4.40 4.40 4.00 4.00 4.00 4.00
Indonesia (7D Repo Rate) 5.00 5.00 5.00 5.00 4,75 4.50 4.50 4.50 4.25 4,00 4.00
Thailand (1D Repo Rate) 1.50 1.25 1.25 1.25 1.00 0.75 0.75 0.50 0.50 0.50 0.50
South Korea (Base Rate) 1.25 1.25 1.25 1.25 1.25 0.75 0.75 0.50 0.50 0.50 0.50
Philippines (O/N Lending Rate) 4.00 4.00 4.00 4.00 3.75 3.25 2.75 2.75 2.25 2.25 2.25
Australia (Cash Rate) 0.75 0.75 0.75 0.75 0.75 0.25 0.25 0.25 0.25 0.25 0.25
New Zealand (Cash Rate) 1.00 1.00 1.00 1.00 1.00 0.25 0.25 0.25 0.25 0.25 0.25
Malaysia (OPR) 3.00 3.00 3.00 2.75 2.75 2.50 2.50 2.00 2.00 1.75 1.75

*As at 5 August 2020

BANK(ISLAM
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Cenftral banks across the globe remained accommodative and supportive to economic growth. Thus far, the target range
for the federal funds rate (FFR) was expected to remain at its Effective Lower Bound (ELB) for at least the next couple of years.

National Tax Conference (NTC) 2020, 25 & 26 August 2020
Organised by LHDNM & CTIM

Source: Bloomberg
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N\.MALAYSIA’'S OVERNIGHT POLICY RATE (OPR) BANK(SLAM

= Will BNM follows their counterpart in the advanced countriese
= Let's hope not
= But no one can guarantee that

Overnight Policy Rate (OPR)
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BOND YIELDS HAVE BEEN TRENDING DOWN BANK(JSLAM

Government bond yields are generally on declining trend. Investment returns are low for this asset class.
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\.THE 5-YEAR CREDIT DEFAULT SWAP (CDS) SPREAD FOR BANK(SLAM
GOVERNMENT OF MALAYSIA (GOM)

The 5-year CDS spread narrowed significantly from 182 basis points in March 2020 to 59 basis points presently. This
clearly shows fixed income investors are comfortable with GOM'’s credit. The government can actually spend
more.
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SIGNS OF RECOVERY

Manufacturing sales (RM billion)

117.0116.6116.81194117.41192118.0 1167

1200 190 1121101
110.0
100.0
89.5
90.0
80.0 75 8
70.0
60.0

130.0

0

gf 9 S3<§9 & %p <¢7 §§ @P gﬁf ¢§,§§ \gf
Industrial Production Index (IPI) £
o_o

H78H66H74H8]

1200 1153114.8114.5114.1 114.8
10.2110.0
110.0
100.0
90.9
90.0
80.0 76.5
70.0 I
60.0
Q
\,\ N 1%

\\)(\ §0 \)q CDQQ OO %O / O@C}/ xol <<®\o i @é YQ\ @O\\ 0(\

National Tax Conference (NTC) 2020, 25 & 26 August 2020
Organised by LHDNM & CTIM

Total Industry Volume (TIV)
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\_THE ECONOMY MOVES IN CYCLE BANK(ISLAM

= Malaysia’s GDP since 1971 = There seems to be a 10-year cycle
= Three GDP contractions = |mportant for strategic planning
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COMPOSITION OF HOUSEHOLD INCOME

Self-employment and Property & Investment are gaining their share of income
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WEALTH GURUS / SOCIAL MEDIA INFLUENCER BANK(ISLAM

Fred Tam

Faizul Ridzuan DDNK Asri Ahmad

Our society has been trying to better themselves. This is good.

National Tax Conference (NTC) 2020, 25 & 26 August 2020
Organised by LHDNM & CTIM Source: Google




IS THERE A UNIVERSAL INTERNAL RATE OF RETURN? BANK(SLAM

The 35-year Compound Annual Growth Rate (CAGR) showed prices have been rising at a rate of 2.5% per annum.
The average Equity Risk Premium (ERP) stood at around 2.2%.

Perhaps, there is universal internal rate of return (IRR).

2% + 2.5% =4.5% -------- (Universal IRR)?

This should help you decide on your asset allocation.

Consumer Price Index Equity Risk Premium (FBMKLCI)
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DISCOVERY OF VACCINE LOOKS PROMISING NOW - A REASON TO BE OPTIMISTIC

The T EW EMNGLANID JOET R MAL of MEDICTNE

|| DR IGINAIL ARTICILE ||

An MEBINA Vaccine against SARS-CoW-2
Preliminary Report

L. Jackson, EJ. Anderson, MG, Rouphasl, PoC. Roberts, b, Makbhene,
.M. Coler, M.P. MoCullough, |. . Thappell, MR, Denison, L ). Stevens,
Aol Pruijssers, A McocDermott, B. Flach, M.A. Doria-Rose, KL.5. Corbett,

E_M. Morabito, S, O Dell, S.. Schmidt P.A. Swanson 11, M. Padilla, | . Mascola,
K. Mewzil, H. Bennett, WW. Sun, E. Peters, M. Makowski, J. Albert, K. Cross,
W. Buchaman, R. Pikaart-Tautges, | E. Ledgerwood, B.S. Graham, and J.H. Beigel,
for the mMRMNMA-1Z73 Study Group™®

A BST R . ACT

BaCeS RO D

The severe acuoe resprarory syndrnome coronaviruas 2 (SA R S-CoV-2) emersed in lace
MNP and spread globa'ly, prompong an inoemariona! effiore oo acoelerare developrmene
of a vaccine. The candidars vaccine mBEMA-177=E encodes che srabi!ized prefusion
EARS-CoWV-2 spilke DErobpss .

METHO DS
We conduceed a phase 1, dose-escalacion, open-label orial including 45 healdhy adualos,
12 oo 55 years of age, who recenaed owo vaccinarions, 28 days apar:, with mBMA-1273
in a dose of 25 page W gy or 250 e, There were 15 pardcipants in each doss groap.

RESWLTS
A frer the firse vaccnarion, ancibody responses were higher with higher dose (day
20 snzyme-linked immuonosorben: assay anci—5-27 anctbody geormetric Imean tiosr
GAT], 40 277 in che 25qu g group, 109 2009 in che T -pes grnoup, and Z21E 506G in
the 250-ue group). Afeer che second vaccinacion, the civers increased (day S7 GMT,
2O 751, FEZ2Z IO and 1,192 154 respectively). Afver che second vaoci narior, SETurre-
neneral izing acrcivicy was dereceosd by owo mechods i al! parricipanes evaluaced,
withh values gpenerally similar o those in the upper halt of the discribuion of a
pansl of conmral convalescent sermm specimens. Solicived adwverse evencs thiac oc-
curred in Mmore chan half ehe pardcipaness inchaded fAcigue, chills, Beadache, muvalosia,
amndd pain ar che njecrion sice. Syscemic adverss events Were more OOMMImon:  afcer
the seoond vacocinacion, paricularly with the highese dose, and chree parnticipants
[21T%:) ' thee 2S50-u e dose group reporced one or more severe adverse everncs.

CoOMmCLwsSIONS

The MBMN&A-1Z2FS vaocines indouced anci—SARS-CoV=-F immune responses in all par-
ticipanes, and no cria-limidng safecy concerms were idendfied. These findings
support furthier development of this vaccine. [Funded by ehe Mactional Insdtuips of
Allergy and Infecdous Diseases and others: mBRMNA-1273 Clinica®'Trial s gowv -
ber, MNCTO428 34G61).

rOERMSL ) MED  MEpeacES

The Mew England Towmal of MBMedicine
National Tax Conference (NTC) 2020, 25 & 26 August 2020
Organised by LHDNM & CTIM

Copyrighr o 2020 Massachuserrs Medical Society. A1l righrs reserved.

The awthors" full name=s, acasde=mic de-
pree=, and affiliations are listed in the Ap-
pendie. Address reprint regruests o D
Jackzon at Kaizer Permamnemnbs Washing-
ton Health Bes-arch Instituwbe, L7300 B
o S Suite LEAHW, Seatthe, WA SELON,
oo at liza.a.jackson@kp.org.

=The mRMNMA_127 3 Study Group mesmbers
are listed im the Supplementany & ppen-
dioe, awailable ar MEJM ong.

Dirs. Gratham and Beipel comribused egual -
ke bo this article.

Thi= articks was published on Jube 14, 2020,
ar ME|R_arg.-

O L0 1O 56 M E) Ml ca 2OE 23
Copmight £ J050 Memechumets s edica’ Socay.

Drownbaadad from mejom org o Amgast 2, 2030 For persanal ase ondy. No odber wmses withaouat peamissiorn
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v" We maintain our GDP forecast of -1.5% for 2020.

MACROECONOMIC FORECAST BANK(ISLAM

v" This would mean that the economy will register a negative growth of 7.0% and 2.8% in 2Q2020 and 3Q2020 before
recovering to 2.7% in the final quarter this year.

v In spite of the gradual economic recovery, we believe that ample opportunities are still available out there for

bbusinesses.

Macroeconomic

variable

GDP

FBM KLCI year-end
target

CPI
OPR
USDMYR

Brent crude USD
per barrel

CPO

National Tax Conference (NTC) 2020, 25 & 26 August 2020
Organised by LHDNM & CTIM

4.3%
1,589 points

0.7%
3.00%
RM4.12

USD65.43/bbl.

RM3,025/MT

-1.5% 3.5%
1,500 points 1,750 points
-0.5% 2.00%
1.75% 1.75%
RM4.25 RM4.14

USD42.15/bbl. USDS&8.28/bbl.

RM2,407/MT RM2,485/MT

Source: Bank Islam
FBM KLCI USDMYR, Brent Crude and CPO are end of the year forecast
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BANK(ISLAM

THANK YOU

Bank Islam ensures that social and environmental considerations S
are consistently its top priority governed by the Bank’s core values e - ‘ 'Ii
and Shariah principles. More initiatives will be developed by the L it

Bank as the Bank strives to make a positive difference for its

financial and social performance.

National Tax Conference (NTC) 2020, 25 & 26 August 2020
Organised by LHDNM & CTIM
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