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Flashpoints

• Asian markets are reeling from an 

unwinding of the JPY carry trade, 

following the Bank of Japan’s 

decision to hike rates. 

• For Asian equities, we have reduced 

exposure to tech-centric markets like 

Taiwan and Korea with the aim to 

lock-in profits amid signs of 

exuberance in the AI/tech space.  

• Weak data has benefited rates, 

resulting in lower bond yields and 

rising bond prices. Still, we have 

gradually reduced our exposure to 

lower-rated credits due to tight credit 

spreads. 

• Currently holding higher-than-normal 

cash levels, awaiting clearer 

macroeconomic signals before 

deploying capital. 

• Historically, markets rise if rate cuts 

by the Fed are not followed by 

recession and fall otherwise.

Our Read-Through of Markets 

This week, on Monday, August 5th, Asian markets extended its 

decline, accompanied by significant movements in the foreign 

exchange markets. The primary driver appears to be the 

unwinding of the Japanese Yen (JPY) carry trade following the 

Bank of Japan’s (BoJ) decision to hike benchmark interest rates 

and halve its bond-buying programme. 

This move prompted speculators and fast-money investors to 

exit their carry trades. Furthermore, growth concerns in the US 

and a pessimistic outlook for the semiconductor sector have 

exacerbated selling pressures in the US, leading to further 

unwinding of carry trades.

Portfolio Positioning 

In recent weeks, we have been strategically de-risking our 

portfolios where applicable. 

For domestic equity portfolios, we have raised cash through 

selective selling, a decision made independently of 

developments in the US and Japan. However, recent 

developments have made us accelerated this selling due to our 

high weighting for risk management.

For Asian equities portfolios, we have reduced exposure to 

tech-centric markets like Taiwan and Korea with the aim to lock-

in profits amid signs of exuberance in the AI/tech sector and 

weaker-than-expected (albeit still positive) company guidance.
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In our fixed income portfolios, recent weak data has benefited rates, resulting in declining bond yields and 

rising bond prices. Nonetheless, we have gradually reduced our exposure to lower-rated credits due to tight 

credit spreads. Our strategy remains largely unchanged, with the bulk of our exposures allocated to 

Investment Grade (IG) bonds, as opposed to High Yield (HY) bonds, which are more susceptible to sell-offs in 

a slowing growth environment.

Market Outlook

We are frequently asked whether the current market conditions represent a buying opportunity or the start of 

a prolonged downturn, as well as how the market might react when the US Federal Reserve (Fed) begin 

cutting interest rates.

While the optimist in us continues to believe that the global economy is heading for a soft landing, we cannot 

we cannot ignore the significant technical damage caused by recent sharp moves, with potential fundamental 

damage possibly yet to emerge.

In the immediate term, we are continuing to reduce our positions and stay on the sidelines. We plan to deploy 

our cash reserves once the investment landscape stabilises and we have a clearer understanding of 

developments. 

Historically, markets tend to rise when Federal Reserve rate cuts are not followed by a recession and, 

conversely, tend to fall when they are. While predicting a recession remains challenging, recent data and 

events suggest an increased likelihood of slower-than-anticipated growth. 

With this in mind, we have taken prudent steps to de-risk some positions and maintain higher-than-normal 

cash levels, ready to invest when conditions improve.

***

***

Disclaimer

This material has been prepared by AHAM Asset Management Berhad (hereinafter referred to as “AHAM Capital”) specific for its use, a 

specific target audience, and for discussion purposes only. All information contained within this presentation belongs to AHAM Capital and 

may not be copied, distributed or otherwise disseminated in whole or in part without written consent of AHAM Capital. 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, AHAM Capital 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. AHAM Capital 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. AHAM Capital 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 AHAM 

Capital 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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