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1.  EXECUTIVE SUMMARY
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Asia Pacific ex Japan markets (MXAPJ) have risen by 1.7% in 2025. On 1 Feb 2025, US President Donald Trump surprised the market with
a 25% tariff on imports from Canada and Mexico. However, the initial 10% tariff on imports from China was milder than expected. This was
followed by the announcement of a 25% import tax on all steel and aluminium imports on Feb 12. We believe the tariff war will escalate in
the coming months as other countries and sectors are likely to be targeted by the US. Tariffs are essentially a supply shock and will lead to
higher prices and lower economic growth over time. 

USD “exceptionalism” (strength) expected in 2025 will represent a significant headwind for Asian markets. Recent US economic data
continues to indicate a resilient economy against a backdrop of easing inflation. The US reported non-farm payrolls of 143K for Jan-25 (vs
consensus of 169K) while the unemployment rate fell to 4.0% in Jan-25 from 4.1% in Dec-24. Finally, Dec’s US core personal consumption
expenditure (“PCE”) came in at 0.16% QoQ which was “cooler” than consensus expectations of 0.19% QoQ. We believe the USD strength will
continue and this is likely to weigh down EM and Asian equity indices.

In Malaysia, corporate earnings growth and government initiatives are key to attract stronger foreign fund inflows. Bloomberg 
consensus estimates a YoY EPS growth of 4.6% for the KLCI in 2025 mainly driven by the banking, utilities and construction sector. The
Madani government’s infrastructure push supported by initiatives such as the launch of the Johor-Singapore Special Economic Zone (JSSEZ),
implementation of the National Energy Transition Roadmap (NETR) and Penang Transport Master Plan will drive earnings in these sectors.

KLCI’s valuations are undemanding ie. 12-month forward PER of 13.7x (10Y range 12.2x to 19.3x), PBR of 1.4x (10Y range 1.1x to 2.0x) and
forecast DY of 4.2% (10Y range 3.1% to 4.8%) [source: Bloomberg]. Our strategy is biased towards domestic plays which are insulated from
some of the external headwinds. We are keeping a higher level of cash in view of the short-term uncertainties and are looking for lower
levels to buy.

The KLCI retreated on the back of foreign selling as fears of the US-China trade war, US AI chip ban and DeepSeek implications weigh
down on the market. Foreign shareholdings in Malaysia hit a record low of 19.4% as of January 2025. 

Special Feature: Why do we own ITMAX? We believe that ITMAX is a unique domestic story and a "smart city" play.
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Exhibit 1: Illustration of ITMAX's solutions

Source: IPO Prospectus

Exhibit 2: ITMAX at a glance

Source: Company investor presentation, data as of 2024

ITMAX secured their first contract 12 years ago for the installation of traffic
control system. Since then, ITMAX has continuously strengthened its
competitive edge by expanding its fiber optic infrastructure and CCTV
network. Today, ITMAX owns 500km of underground fiber optic cables and
10,100 CCTVs. This has created high barriers to entry against new players
and also allows ITMAX to leverage the vast data collected from its CCTV
network to improve operations.

Being the leader and first mover gives ITMAX a huge
competitive advantage.
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2. SPECIAL FEATURE: ITMAX - LEADING SMART CITY PLAYER

2

1 ITMAX is a home-grown smart city integrated system
and solutions provider.

ITMAX is a domestic smart city player offering a fully integrated suite of
services encompassing CCTVs, traffic controllers (TCs), street lighting and
automated parking solutions. We see ITMAX as one of our top picks for a
domestic secular play, resilient against external headwinds from Trump’s
tariffs and trade war.
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Exhibit 3: Surveillance Cameras (CCTV) per capita in SEA cities

Source: IHS Markit, data as of 2021

Exhibit 4: CCTV penetration rates in KL, Johor and Penang

Source: Astute Research

We expect the total number of CCTVs required in KL, Johor and Penang to be
20,000, 6,000 and 10,000 respectively. ITMAX has installed 10,000, 1,640 and
561 number of CCTVs for KL, Johor and Penang respectively (34% blended
penetration rate). There is also a potential for ITMAX to secure contracts in
other states. This provides significant growth opportunities for ITMAX as it
continues to expand its presence.
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3 Plenty of growth potential as Malaysia catches up on
surveillance infrastructure.

2. SPECIAL FEATURE: ITMAX - LEADING SMART CITY PLAYER - CONT'D

Based on IHS Markit’s latest report, Malaysia is still lagging behind as
compared to other Southeast Asian Cities in the number of CCTV cameras
per capita. Kuala Lumpur (KL) has a ratio of 0.59 CCTVs per 1,000 people
compared to Bangkok (7.15), Ho Chi Minh (5.19) and Jakarta (0.76). ITMAX is
well-positioned to tap into the increasing demand for more CCTVs in
Malaysia.

4 Lots of room for growth in KL, Johor, Penang and
other underpenetrated states.

83



Exhibit 5: Company orderbook

Source: Company investor presentation

Exhibit 6: ITMAX's projected growth

Source: Astute Research

In our base case, we project ITMAX’s turnover to expand at a CAGR of 23%
over the next 2 years supported by their current order book. There is a good
chance that ITMAX will secure new contracts which will lift its revenue
further. At the current share price of RM3.60, ITMAX is trading at 30x FY26
P/E based on our base case scenario. We think there is further upside to the
share price as ITMAX only has an existing coverage of 34% in the 3 states
they operate in.

Fo
r U

se
 o

f A
st

ut
e'

s 
Cl

ie
nt

s,
 C

on
su

lta
nt

s 
an

d 
D

is
tr

ib
ut

or
s 

on
ly

5 Healthy order book provides long term recurring
earnings.

2. SPECIAL FEATURE: ITMAX - LEADING SMART CITY PLAYER - CONT'D

As of Jan 2025, ITMAX has a total unbilled order book of RM1.47b which is
comprised of the provision of networked CCTV facilities. The remaining
portion of its order book will be recognised progressively up to May 2039.

6 Valuations
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Exhibit 7: KLCI & Shariah Index

Source: Bloomberg

Exhibit 8: USDMYR

Source: Bloomberg

Strong US economic data, a rebound of US 10Y bond yields and threats of
tariffs led to a resurgent USD which resulted in the weakening of Asian
currencies.
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3. MALAYSIA MARKET REVIEW

1 The KLCI has declined amid foreign selling.

The KLCI is down 4.7% Ytd-25 following the US government's export
restrictions on AI chips. The decline was compounded by the emergence of
Chinese AI startup Deepseek's large language model (LLM). The latter was
said to be developed at 5% of the cost of its US counterpart OpenAI. 

2 Ringgit's strength has reversed since Oct 24.
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Exhibit 9: Sector Performances Year-to-Date 2025 (%)

Source: Bloomberg

Exhibit 10: MY's PER Premium/Discount (%) to ASEAN & APxJ

Source: Bloomberg

Despite the decline, Malaysia is still trading at a 2.2% premium vs ASEAN (5Y
range -20% to 20%, 5Y mean -2.1%) and a 7.7% premium vs Asia Pacific ex
Japan (5Y range -20% to 30%, 5Y mean 7.9%). However, the spread has
narrowed over the last month.
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3. MALAYSIA MARKET REVIEW - CONT'D

3 External pressures kept KLCI in the red.

The construction, technology and utilities sector were the top losers. In
addition to concerns over the AI chip restriction implemented by the Biden
administration, DeepSeek demonstrated that heavy optimization can
produce remarkable results on significantly lower capex and power demand.
This has hurt the prospects of data center and power-related companies.

4 The KLCI is trading at mean valuations against
ASEAN and Asia Pacific Ex Japan (APxJ).
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Exhibit 11: KLCI's 12M Forward PER (x)

Source: Bloomberg

Exhibit 12: KLCI's 12M Forward PBR (x)

Source: Bloomberg

The KLCI trades at a PBR of 1.4x (5Y range 1.2x to 1.55x, 5Y mean 1.4x). 
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4. MALAYSIA VALUATIONS

5 KLCI's valuations are still reasonable.

The KLCI trades at a 2025 PER of 13.7x (5Y range 12.5x to 19x, 5Y mean of
14.2x). The uncertainties surrounding future US trade policies has created a
challenging environment for investors. 

6 KLCI's PBR is not excessive.
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Exhibit 13: KLCI's 12M Forward DY (%)

Source: Bloomberg

Exhibit 14: 12M Trailing & 2024 & 2025 EPS

Source: Bloomberg

All eyes will be on the reported 2025 EPS numbers as corporate earnings are
the key to sustaining the market rally. Bloomberg consensus estimates a YoY
EPS growth of 4.6% in 2025.
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4. MALAYSIA VALUATIONS - CONT'D

7 The KLCI dividend yield remains attractive.

The KLCI trades at a 2025 forecast DY of 4.2%, in line with its 5Y mean of
4.2%.  The attractive dividend yield should moderate downside risks.

8 2025 KLCI earnings have edged lower.
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Exhibit 15: MSCI APxJ Index's 12M Forward PER (x)

Source: Bloomberg

Exhibit 16:  DXY Index

Source: Bloomberg

The Fed is cautious about further rate cuts due to the resilient labour
market. The Trump administration's policies adds uncertainty to equity
markets but is positive for the dollar.
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5. MSCI AC ASIA PACIFIC EX JAPAN 

9 Asia Pacific ex Japan is trading below historical
averages.

The MSCI AC Asia Pacific ex Japan index trades at a 2025 PER of 12.4x (5Y
range 10.5x to 16.5x, mean of 13.3x). Asia ex Japan faces economic headwind
in 2025 as slow Chinese economic growth and the possibility of a global
trade conflict under the Trump administration pose risks to GDP and
corporate earnings.

10 Fed sees fewer cuts in 2025, dollar strength will
continue.
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Exhibit 17: Selected ASEAN Markets (Net USD mil)

Source: Bloomberg, data as of 10 January 2025
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6.  FUND FLOWS YTD-25

11 Outflows were the highest in India, Taiwan, South
Korea & Malaysia.

Overseas investors turned net sellers of Asian equities except China on
concerns that Trump's trade policies might hit Asian economies. China has
seen consistent net inflows, highlighting global investors' optimism about
the Chinese market and their government's commitment to stimulate the
economy.
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This document is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a
solicitation of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security's price or value may
rise or fall. Opinions or recommendations contained herein are in form of technical ratings and fundamental ratings. Fundamental ratings include various financial data from the
income statement, balance sheet, and cash flow statement items such as sales, profit, all important ratios, cash flows, working capital, cash conversion cycle and etc. over the past
quarters and years. Technical ratings may differ from fundamental ratings as technical valuations apply different methodologies and are purely based on price and volume-related
information extracted from the relevant jurisdiction's stock exchange in the equity analysis. Accordingly, investors' returns may be less than the original sum invested. Past
performance is not indicative of future performance. This document is not intended to provide personal investment advice and does not take into account the specific investment
objectives, the financial situation and the particular needs of persons who may receive or read this document. Investors should therefore seek financial, legal and other advice
regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this document. The information contained herein has been
obtained from sources believed to be reliable but such sources have not been independently verified by Astute Fund Management Berhad (“AFMB”) and consequently no
representation is made as to the accuracy or completeness of this document by AFMB and it should not be relied upon as such. Accordingly, AFMB and its officers, directors,
associates, connected parties and/or employees (collectively, "Representatives") shall not be liable for any direct, indirect or consequential losses or damages that may arise from the
use or reliance of this document. Any information, opinions or recommendations contained herein are subject to change at any time, without prior notice. This document may
contain forward-looking statements which are often but not always identified by the use of words such as " anticipate", "believe", "estimate", intend", "plan", " expect", "forecast",
"predict" and "project" and statements that an event or result "may", “will", "can", "should", "could " or "might" occur or be achieved and other similar expressions. Such forward-
looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward-looking statements. Readers are cautioned not to place undue relevance on these forward looking statements. AFMB expressly
disclaims any obligation to update or revise any such forward-looking statements to reflect new information, events or circumstances after the date of this publication or to reflect
the occurrence of unanticipated events. AFMB and its officers, directors and employees, including persons involved in the preparation or issuance of this document, may, to the
extent permitted by law, from time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this document, perform services for or solicit
business from such issuers, and/or have a position or holding, or other material interest or effect transactions, in such securities or options thereon, or other investments related
thereto. In addition, it may make markets in the securities mentioned in the material presented in this document. One or more directors, officers and/or employees of AFMB may be
a director of the issuers of the securities mentioned in this document to the extent permitted by law. This document is prepared for the use of AFMB clients, consultants or
Representatives and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any form or manner without the prior
express written consent of AFMB. AFMB and its Representatives accepts no liability whatsoever for the actions of third parties in this respect. This document is not directed to or
intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation. This document is for distribution only under such circumstances as may be permitted by applicable law. The
securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this document.

The objective of this feature and other contents in this document is to familiarise AFMB clients with our views and ideas. The statements contained herein are not intended as a
recommendation to buy or sell any security. Investors should rely on their own evaluation to assess the merits and risks of the investment. If investors are unable to make their own
evaluations, they are advised to consult their professional advisers. Prices of securities move up and down and may result in capital loss. Astute may own the securities mentioned in
this document from time to time.

This document has not been reviewed by the Securities Commission Malaysia (“SC”), Federation of Investment Managers Malaysia (“FIMM”) and Employees Provident Fund (“EPF”).
The SC, FIMM and EPF are not liable for this document and are not in any way associated with this document. The SC, FIMM and EPF are not responsible for the contents herein and
do not make any representation on the accuracy or completeness of this document, either in whole or in part. 
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