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KEY POINTS: 

 CIMB forecasts the US economy to slow down in year 2023, but not expecting a recession in our base case 

scenario, on still strong job market and robust household finances.  

 Both equity and bond market, to some degree, have priced in, or reacted to the US fed’s rapid pace of policy 

normalization, as evidenced by weaker stock price, relatively more attractive stock valuation multiples, higher 

bond yields and elevated volatility in both equity and bond markets. 

 US fed would consider pausing its tightening policies when business activities start to slow down, job market 

and inflationary pressure showing more signs of tapering off. 

 Investors should stay invested, maintain a diversified investment portfolio with mixture of fixed income, equity 

and alternative asset classes to stabilize portfolio return volatility, and review investment portfolio for 

opportunity to average cost into equity asset classes at better entry levels. 

Where’s the bottom of equity market? – based on past event of US Equity “Bear Markets” and “Economic 
Recessions”. 
 
TABLE 1 - US S&P 500 Equity Bear Market (eg, From Peak to Through declined more than 20%) since 1970s. 
 

 
 
The US market reached all time high on 3 Jan 2022, and turned into a bear territory as of 17 June 2022. Bear 
market is the term used to describe when the equity markets are down 20% or more from their most recent all-
time high. 
 
Referring to TABLE 1, there were 8 occasions when the US S&P 500 index plunged into the “bear market”, of 
which, 6 occasions (75% of times), the economy entered into recession. Whereas, the another 2 occasions (25%), 
the economy avoided recession. The equity sell-off periods (bear market) would typically be longer, on average 
about 15.5 months, with sharper correction of average -39%, when it coincided with economic recession. The 
exception was during COVID-19 outbreak, where the equity sell-off period lasted for just 1 month, as the central 
banks and government across the globe came up swiftly with massive fiscal and monetary easing measures. 
 

Start End

Jan-73 Oct-74 21 -48% YES Nov 73 to Mar 75

Nov-80 Aug-82 21 -27% YES Jul 81 to Nov 82

Aug-87 Dec-87 4 -34% NO -

Jul-90 Oct-90 3 -20% YES Jul 90 to Mar 91

Mar-00 Oct-02 30 -49% YES Mar 01 to Nov 01

Oct-07 Mar-09 17 -57% YES Dec 07 to Jun 09

Sep-18 Dec-18 3 -20% NO -

Feb-20 Mar-20 1 -34% YES Feb 20 to Apr 20

Jan-22 ? 5# -24% ?

12.5 -36%

15.5 -39%

3.5 -27%

Economic Recession 

Periods

Equity Bear Market

Average

Average - Equity Bear market & Economic 

Recession

Average - Equity Bear market without 

Economic Recession

Length 

(Months)
Decline (%)

Economic Recession 

(Yes / No)
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Another 2 equity “bear market” occasions where there were no economic recession, the sell-off periods were 
shorter at average of 3.5 months, with shallower correction of -27%.  
 
Since early this year, the S&P 500 has corrected about 24%, as investors are increasingly worrying about the 
hawkish US central banks (e.g. aggressive rate hike and liquidity withdrawal), high inflationary environment that 
could impact corporate earnings, geopolitical uncertainty and hence, significant economic slowdown (or 
recession). 
 
As we saw the bond yield (based on US government bond) went up from below 2% in the beginning of the 2022 to 
currently 3.2%, and MSCI World Equity index declined by around 23%, bringing the stock market valuation (e.g. 
based on forward Price to Earnings multiples) lower than their long term averages (refer to TABLE 2).  
We will be discussing more in the following sections on our asset class preference and selected investment 
strategies to help investors navigating through another episode of high volatility period. 
 
TABLE 2 - Major equity indices valuations have come back down to long term average during heightening volatility 
 

Selected Equity Indices 
Forward Price to Earnings 
Ratio As of 17 June 2022 

5-Year 
Average 

10-Year 
Average 

China Shanghai Composite 11.4 12.3 11.9 

HK Hang Seng 10.9 11.7 11.4 

MY FBM KLCI 14.0 16.2 16.2 

US S&P500 16.1 19.9 18.1 

US Nasdaq Composite 22.7 27.7 24.0 

Germany Dax Index 10.9 14.6 13.7 

Japan Nikkei 225 14.6 17.9 17.7 

VIX (Volatility Index) 31.1 19.3 17.2 

 
CHART 1 – Selected Equity Index Historical Valuations 
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3Q2022 Global Outlook 

US Fed will need to see inflation slowing down 
 
Having completely misjudging the inflation trajectory last year, the Fed is now behind the curve and need to hike 
aggressively. On 15th June, the Fed hiked its official rate by 75 basis points (bps) to 1.75%, the biggest move since 
1994. In addition, the Fed's balance sheet, which soared to about USD 9 trillion (as the central bank tried to shelter 
the economy from the pandemic in Mar 2020), would be allowed to decline by USD 47.5 billion per month in June, 
July and August and by up to USD 95 billion per month starting in Sept 2022, effectively reducing some liquidity in 
the financial market. 
 
The Fed chairman made it clear that the central bank’s action is not intended to tip the economy into recession. 
The objective here is to bring down inflation expectation, with trade off of slower economic growth and rise in 
unemployment rate. 
 

“If you were to get inflation on its way down to 2%, and unemployment up to 4.1%, that’s still a historically low 

level, with inflation well on its way to 2%, I think that would be a successful outcome.” Jerome Powell said.  
 
However, the Fed stop short of forecasting a recession although Powell did say that factors beyond its control 
(referring to Russian-Ukraine conflict and the risk of even higher commodity prices) could make the outcome 
worse in his post-meeting press conference.  
 
Therefore, before the Fed pause the rate hike cycle, it will need to hike rate until economic activities decelerate, 
with a slowdown in hiring. Subsequently, or hopefully, the wage growth starts to taper off from currently high of 
8.4% year-on-year (refer to CHART 2). 
 
CHART 2 - Number of job opening and wage growth need to decelerate to bring down inflationary pressure 
 

 
 
How much rate hike has the bond market priced in by the end of 2022? 
 
The bad news is, the US fed is determined to tackle inflation by continuous rate hike in the subsequent Federal 
Open Market Committee meetings (FOMC or in layman term - the interest rate meeting), and as mentioned by the 
Fed chairman, next hike could be 50 to 75bps. These news flow would cause bouts of volatility in the financial 
markets. The next meeting scheduled on 27 July, 21 Sept, 2 Nov and 14 Dec 2022. 

7 Source: Bloomberg – 17 June 2022 
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The good news is, based on the Fed fund rate future contracts, the market has so far priced in closed to another 
200bps rate hikes by the Fed by end of 2022. The 10-year US government bond yield currently stood at 3.23% as of 
16 Jun 2022 (year to date increased by +172bps or +1.72% points). The opposite direction was happening to the 
equity market, when S&P500 equity index has come down by -23.5% since 3 Jan to 17 June 2022. This could mean 
when economic activities continue to slow down and the inflationary pressure were to taper down, the Fed would 
be expected to slow down the pace of rate hike. 
 
Why is this US government bond yield important? When the 10-year US government bond yield goes up, so do the 
interest the Americans need to pay on credit cards, mortgage, auto loans and other borrowings, making borrowing 
more expensive, hence, could weigh on economic growth, vice versa.  
 
CHART 3 – Average monthly VIX (Equity volatility) compared to US Inflation rate (YoY%). Historically speaking, 
equity volatility tends to decline when inflation rate stabilizes. 
 

 
 
CHART 4 – US S&P 500 Equity index compared to volatility (VIX) index 
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So, when would the central bank pause its rate hike cycle? 
 
If referring to CHART 5, the rapid spike up in the 10-year US government bond yields, in part due to market pricing 
in the US fed would hike the Fed fund rate swiftly and, would continue to the bring down the US manufacturing 
and non-manufacturing activities. The general rule of thumb, if the ISM (Institute for Supply Management) index 
stay above 50, it represents growth or expansion while below 50 represents a contraction. 
 
As the US Fed chairman mentioned, the intention of the tightening measures is not to tip the economy into 
recession, but to bring down the inflationary pressure (e.g., which is to first, seeing the business activities slowing 
down and so on…). As a result, only when the US ISM data getting closer to the 50 level (or lower), and/or there 
are more signs of job market as well as the inflationary pressures slowing down, the market could then be 
expecting the Fed to pause its tightening stances, therefore, could help turning the existing low market sentiment 
around and also, stabilizing the financial market volatility. 
 
CHART 5 - US Fed fund rate, 10-year US government bond yield and the business activities. 
 

 
 
 
 
 

9 Source: Bloomberg, CNBC – 17 June 2022 



 

 
 

 
  

3Q2022 Global Outlook 

Can the American withstand higher borrowing cost? 
 
The US fed official cut their outlook for 2022 GDP growth to 1.7%, down from previous 2.8% in March 2022, while 
adjusting inflation rate higher to 5.2% in 2022, from previous 4.3%. The US fed statement stated - “Job gains have 
been robust in recent months, and the unemployment rate has remained low.”  
 
The US Treasury Secretary, Janet Yellen (also the former fed chief), said that the U.S. economy remains strong 
despite rising prices and that a solid labour market and robust household finances should be able to continue to 
propel consumer spending. 
 
CHART 6 - US Household debt has come down since the 2007 / 08 global financial crisis, while US consumer saving 
ratios, though has declined, but still relatively higher historically speaking. 
 

 
 
Investment Portfolio Recommended Strategies 
 
Investors should stay invested, maintain a diversified investment portfolio with mixture fixed income, equity and 
alternative asset classes to stabilize portfolio return volatility, and review investment portfolio for opportunity to 
average cost into equity asset class at better entry levels or increase fixed income / alternative asset classes 
exposure. 

10 Source: Bloomberg – Dec 2021. 



 

 
 

 
  

INVESTMENT STRATEGY: 
PORTFOLIO DIVERSIFICATION 

KEY POINTS:  

Benefits of portfolio diversification: 

 Minimizing the risk of loss 

 Provides return stability 

 Peace of mind 

During periods of high volatility, investors are encouraged to stay invested through Investment Portfolio 
diversification that commensurate with investors’ risk profiles. Why? 

 
Investment portfolio diversification helps: 
1) Minimizing the risk of loss - A diversified portfolio could help to reduce potential huge losses at times of 
uncertainty. If one asset class perform poorly during the investment periods, other asset classes may perform better. 
The chart / table shows the annualized return and maximum drawdown (from the highest to the lowest points) of 
the respective investment approach in single asset class as compared to a Balanced investment portfolio.  
2) Provides Returns Stability - investment does not always perform as expected, a diversified investment 
portfolio avoids relying upon one source of asset class for return. 
3) Peace of Mind - investors tend to “time” the market and get emotional during high volatility periods. A 
diversified investment portfolio helps to reduce the time spent to study the market and going through emotional 
stress, yet, achieving a realistic investment return over a longer period. 
In conclusion, a well-diversified investment portfolio could help to reduce the return volatility and helps investors 
to achieve a more stable expected return over a long run. 
The following chart and table shows if investors invested in single asset class as compared to a diversified investment 
portfolio – let’s take a “Balanced” risk profile model portfolio that consists of 46% in Bond, 52% in equity and 2% in 
alternative asset classes. 

 
CHART 7- Historical portfolio return 
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FIXED INCOME 

KEY POINTS: 

 We upgrade short term recommendation to OVERWEIGHT (from NEUTRAL), and upgrade longer term 

recommendation to NEUTRAL (from UNDERWEIGHT). 

 Recent spike up in yield presents yield pick-up opportunity. 

 Slow-down in economic growth activities should help temper inflationary pressure and the pace of central 

bank’s tightening policies. 

 Fixed Income could be a useful diversification tool in investors’ portfolios. 

Rapid rise in yield presents yield pick-up opportunity 
 
The sharp sell-off in the bond market due to increasing expectation of US central bank rate hike to tame down 
inflationary pressure has opened an interesting opportunity to invest in fixed income asset class at meaningfully 
higher starting yields compared to recent history (refer to CHART 8). 
 
As discussed in previous section, while the market has priced in close to another 200bps (2% points) fed fund rate 
hike by end 2022 and reflected in the more attractive yield now, interest rate volatility could remain high as 
monetary policy and geopolitical dynamics evolve. 
 
We think growth headwinds such as higher borrowing cost, increasing commodity prices could exert a dampening 
effect on inflation. Therefore, this could be a feedback loop that will ultimately temper the pace of the central 
bank’s tightening policy so long the long term inflation expectation is well anchored. 
 
We upgrade Fixed Income asset class to OVERWEIGHT in the short term and NEUTRAL in the longer term. We think 
investors should allocate fixed income into their respective investment portfolios, depending on the investors risk 
appetites. Based on the historical correlation between different asset classes, Fixed Income / Bond asset class 
(based on the higher credit rating bond index) tend to show weaker correlation with the higher risk asset such as 
the Equity, underscoring its usefulness as a diversification tool (refer to TABLE 3). In view of higher economic and 
policy risks, it’s prudent for investors to maintain a defensive posture and allocate into higher quality fixed income 
instruments, preferably with shorter to medium term duration bond (less than 7 years). 
 
CHART 8 - Increasing borrowing cost could act as a dampening effect to inflationary pressure, hence, tempering the 
pace of Fed’s tightening policy 

 

12 Source: Bloomberg – 17 June 2022 



 

 
 

 
  

FIXED INCOME 

TABLE 3 - Correlation matrix between asset classes 
 

Selected Indices MSCI WORLD EQUITY 
INDEX 

US S&P500 EQUITY 
INDEX 

GOLD (USD / OZ) 0.13 0.04 

GLOBAL BOND (Investment Grade) 0.19 0.07 

SHANGHAI COMPOSITE EQUITY INDEX 0.24 0.18 

FBM KLCI 0.51 0.39 

HANG SENG EQUITY INDEX 0.72 0.58 

JAPAN NIKKEI 225 INDEX 0.75 0.66 

GERMANY DAX EQUITY INDEX 0.86 0.80 

US S&P500 EQUITY INDEX 0.95 1.00 

MSCI WORLD EQUITY INDEX 1.00 0.95 

 

13 Source: Bloomberg data, based on weekly index returns from June 2007 to May 2022. 



 

 
 

 
  

REGIONAL EQUITY 

 

KEY POINTS: 

 We remain OVERWEIGHT both short and longer term. 

 The worst is likely over for Chinese equities on attractive valuation (refer to Table x), reopening from 

lockdown, signs of policy easing & regulations turning more supportive - potential removal of US tariff on 

Chinese products 

 Prefer Chinese “Onshore” listed companies over Offshore Chinese equities on less exposure to official 

common prosperity risk. 

 China will continue to focus on developing new infrastructure such as 5G, AI, IoT and data center as well as 

the strategic sectors such as semiconductor, quantum computing and biotech. 

 Continued opening up of China capital market to foreigners should attract more liquidity moving forward. 

 Key risks are (1) Zero COVID policy (2) aggressive FED rate hikes, resulting in very strong USD (3) sustained 

inflationary pressure (4) geopolitical tensions (5) Risk of offshore Chinese listed companies being de-listed 

from the US stock exchanges. 

Is the worst behind us? 
 
China service business activities and manufacturing in the month of May rebounded (refer to CHART 9), as COVID 
restriction gradually eased. The latest industrial production also shows sign of recovery, though the property 
market continues to struggle amidst the imposition of the 3-Red lines regulation, which set out the conditions 
limiting the amount of debt that property developers could raise. 
 
Some COVID restrictions in Shanghai were eased in June 2022, allowing factories to gradually resume production 
and logistics bottlenecks to ease. However, regular virus testing and other stringent controls continued to hinder 
consumer activity across the country.  
 
Chinese aluminium output hit an all-time high and steel production rose to its strongest in a year, as industrial 
activity rebounded from the worst of the virus restrictions. Steel producers are gearing up for increased 
infrastructure spending, while aluminium companies have seen a surge in export demand. 
 
CHART 9 - China business activities recovering in May 2022 
 

 
 

14 Source: Bloomberg – May 2022 



 

 
 

 
  

REGIONAL EQUITY 

 

CHART 10 – China COVID-19 Cases 
 

 
 
Ample room for loosening policies to achieve GDP growth target of 5.5% in 2022 
 
CHART 11 – China relatively lower inflation (due to slower growth) provide room for loosening policies. 
 

 
 
While the central banks in the western world continue to tighten monetary policies to control inflation, the 
Chinese lower headline inflation provides room for loosening policies. President Xi Jinping has made stability a 
priority ahead of a twice-a-decade party congress later this year at which he’s expected to secure a precedent-
breaking third term in office. The People’s Bank of China has cut interest rates, reduced the amount of cash banks 
must hold in reserve, and boosted credit expansion in the economy. With official GDP growth target of 5.5% for 
2022, this could indicate the central bank would likely to continue its loosening stance to achieve growth target. 
 
China vowed policies to boost financial markets and increase economic growth as it attempted to ease investor 
fears on risks from the property market, overseas listings and internet companies. Regulators in China and the US 
have achieved positive progress on the issue to resolve their differences over the auditing of Chinese companies 
whose shares trade in the U.S. markets, and are working to formulate a detailed cooperation plan, according to a 
Xinhua report on 16 Mar 2022. 

15 Source: Bloomberg – June 2022 



 

 
 

 
  

REGIONAL EQUITY 

 

Regarding its property sectors, the central government has rolled out some easing measures, including lower 
mortgage rates, down-payment and faster home loan procedures, to help improve sentiment. On February 18, 
Heze became the first city in China’s northern Shandong province to introduce easing measures, with four major 
banks lowering the minimum deposits for home purchases to 20% from 30%. Within the next two weeks, eight 
more cities, including Nantong in the eastern Jiangsu province, Greater Bay Area city Foshan and Chongqing, one 
of four centrally administered municipalities in the country, lowered their down payment requirements. 
Regarding the tech sector, there are more signs of regulatory easing, which is an important employer of young 
people. Regulators approved more games and are reportedly preparing to lift the ban on ride-sharing giant Didi. In 
June, there are 60 new game titles approval by the National Press and Publication Administration. It’s an 
acceleration from April with 45 game titles approval. 
 
TABLE 4 – Selected China Fiscal and Monetary Loosening Policies 

 
 
CHART 12 – China aims to provide more tax relief than 2020 to kick start the lacklustre growth, impacted by the 
year-long regulatory crackdown and zero-COVID policy. 

 
 

16 Source: WIND, Credit Suisse – 25 May 2022 



 

 
 

 
  

REGIONAL EQUITY 

 

CHART 13 – China central bank is expected to loosen further. 
 

 
 

17 Source: Bloomberg - 30 May 2022 



 

 
 

 
  

LOCAL EQUITY 

 

KEY POINTS: 

 We remain NEUTRAL both short & longer term. 

 We cut our end-2022F KLCI target 1568 (from 1,647) to account for earnings risks rising from US recession 

fears. 

 Malaysia's macro outlook should be more positive for 2022, given the high vaccination rate and easing 

restrictions should support reopening. Higher commodity prices (crude oil, palm oil & natural gas) bodes 

well for Malaysia. 

 Key potential catalysts: (1) Government’s incentives to boost the tourism sector post lockdown (2) 

Normalization in consumer spending leading to strong rebound in consumer sector (3) KLCI valuation is 

relatively cheap (4) Markets are generally bullish on oil price forecast (5) EPF withdrawal schemes coming 

to an end (6) Foreign equity shareholdings near decade low 

 Key risks: (1) COVID variant, waning effect of vaccines (2) negative earnings impact from Cukai Makmur (3) 

political uncertainty as general election GE15 could be called in 2022 (4) ongoing supply chain disruptions 

– from lockdowns, extreme weather, energy transition, worker shortage (5) Inflation – cost pressures (6) 

ESG related risk and opportunities. 

Economic activity improved in 1Q22 on greater mobility 
 
Malaysia’s 1Q22 GDP grew 5.0% yoy, beating our and market expectations as economic reopening gained 
momentum. The 1Q22 recovery raises hopes for a robust 2Q22 GDP ahead. However, the risk of a global 
slowdown has also risen. On balance, we maintain our 2022 GDP at 6.2% yoy, while we project two OPR hikes of 
25bps each in 2H22 to end the year at 2.50%. 
 
2023 budget could come early 
 
The pre-budget statement has come early this year – on 3 Jun vs. 31 Aug last year. This could suggest that 
elections are likely around the corner and the government may want to push for an early budget. Thus far, checks 
with parliamentary schedule show that 2023F Budget will be tabled on 28 Oct. Nevertheless, we do expect an 
expansionary ‘election’ budget, with issues such as GST likely to be tackled post-election by the new government. 
 
Malaysia Market strategies to fit challenging times 
 
In the very near term, we expect the market to remain volatile given the uncertainties over inflationary pressure, 
Ukraine-Russia war and global monetary tightening. In view of the current conditions, we recommend investors to 
take shelter in sectors that offer defensive earnings - utilities, telco, healthcare, consumers and/or top high-
dividend-yielders. We continue to like the banks as a beneficiary of the rising interest rate cycle. As market 
stabilizes, we expect the KLCI to trade range bound as the market weighs the positives from a recovering economy 
against potential margin squeeze due to the inability to pass on rising costs to consumers. We see downside for 
KLCI supported by an inexpensive FY22 P/E relative to its historical P/E, as well as dividend yields of 4.1% for 
2022F. 
 
End-2022F KLCI target = 1,568 pts 
 
We cut our current end-2022F KLCI target to 1,568 pts (based on a 12.8x P/E, or 2.5 standard deviation below its 
three-year average P/E on 2023F earnings) from 1,647 pts (based on 13.5x P/E) to account for additional earnings 
risks rising from US recession fears. Another concern for Malaysia is political uncertainties as GE15 is due to be 
held by 14 Sep 2023, which could dampen market sentiment. 

18 



 

 
 

 
  

LOCAL EQUITY 

 

CHART 14 - GDP by expenditure & production components 

 
 
CHART 15 - FBMKLCI's 12M forward core P/E and standard deviation 

 
 
CHART 16 - Foreign shareholding in the Malaysian equity market 

 
 

19 Source: CIMB Treasury & Markets Research, CGS-CIMB – May, June 2022 



 
 

 
 

 
  

 
ALTERNATIVE – GOLD 

 

KEY POINTS: 

 We maintain NEUTRAL for both short and longer term, our gold forecast is USD 1800 (per troy ounce) by 
end-2022, due to rising real yield through 2022. 

 However, gold could be an effective portfolio diversifier during periods of increasing equity volatility, as 
shown in its weaker correlation to the risky assets. 
 

Why gold price drop? 
 
Gold price levels have been side-way between USD 1800 to USD 1885 since early May 2022, after coming off from 
the recent peak of USD 2070 on 8th Mar 2022, mainly due to sharp rise in nominal bond yield. 
The rising nominal bond yield was the result of a hawkish US federal reserve on hiking its fed fund rate (the official 
interest rate) in order to control inflation as discussed in earlier sections. These chain effect causes real yield 
(nominal bond yield minus inflation) to rise and a strong USD. USD index spike up more than +6.5% since early Mar 
2022 (USD value against a basket of currencies). Moving forward, we expect gold to remain in a narrow range 
bound with the tone set from the US federal reserve remain tilted to the “hawkish” side. 
 
CIMB maintain NEUTRAL on Gold in near to longer term 
 
However, we maintain the “NEUTRAL” on gold as the precious metals still presented an effective hedge to the 
overall investment portfolio, as shown in the low correlation of this precious metal with other riskier asset class 
(refer to TABLE 5). 
 
In addition to that, amidst increasing risk of monetary policy and economic recession, the continue tightening in 
the central bank measures concurrently implementing both by reducing liquidity in the banking system via balance 
sheet reduction and interest rate hike, though not intended to tip the US economy into recession, but could 
increase the risk of a sharper slow-down in overall GDP growth. Therefore, these could trigger bouts of volatility in 
the equity market. Historically speaking, times of sharp correction in the US S&P 500 equity index would attract 
flow into the Gold, effectively acting as a safe haven. 
 
TABLE 5 – Correlation matrix between Gold and other risky asset have been low, historically speaking 
 

Selected Indices Gold (USD / Oz) 

JAPAN NIKKEI 225 INDEX -0.06 

GERMANY DAX EQUITY INDEX 0.01 

US S&P500 EQUITY INDEX 0.04 

SHANGHAI COMPOSITE EQUITY 
INDEX 

0.10 

FBM KLCI 0.12 

HANG SENG EQUITY INDEX 0.13 

MSCI WORLD EQUITY INDEX 0.13 

GLOBAL BOND (Investment Grade) 0.47 

Gold (USD / Oz) 1.00 

 
 
 

20 Source: Bloomberg data based on weekly returns from June 2007 to June 2022 



 

 
 

 
  

ALTERNATIVE – GOLD 

 

TABLE 6 – Gold acted as safe haven at times of heightening equity market volatility 
 

 
 

21 Source: Bloomberg – September 2021 



 

 
 

 
  

GREEN TRANSITION 

 

KEY POINTS:  

 The Russia-Ukraine war would accelerate the roll-out of renewable energy investment 

 Hence, ESG investment theme will continue to gain global investors attention 

While COVID-19 accelerated the adoption of technology among industries and sectors, the war between Russia-
Ukraine would likely accelerate the roll-out of renewable energy investment, especially in the European Union 
countries. After the invasion of Ukraine by Russian forces, Europe is at risk of sliding into an energy crisis triggered 
by much of the continent’s reliance on Russian gas, which arrives via pipelines. Among Europe’s major economies, 
Germany imports around half of its gas from Russia, Italy would also be among the most impacted at a 46%. The 
European Union announced on 8 Mar 2022 it will reduce its purchases of Russian gas by two-thirds before the end 
of the year, in response to the country’s invasion of Ukraine. Here’s the selected ways how they could achieve it. 
 

 Accelerating the rollout of renewables, both wind and solar, and heat pumps. For solar, the EU should 

accelerating the rollout of rooftop solar systems up to 15 terawatt-hours this year, which would save 2.5 

billion cubic meters of gas. The European Commission promised a more full communication on the EU’s 

solar strategy in June. The EU also proposes rolling out 10 million heat pumps in the next five years. 

 Accelerating the rollout of renewables, both wind and solar, and heat pumps. For solar, the EU should 

accelerating the rollout of rooftop solar systems up to 15 terawatt-hours this year, which would save 2.5 

billion cubic meters of gas. The European Commission promised a more full communication on the EU’s 

solar strategy in June. The EU also proposes rolling out 10 million heat pumps in the next five years. 

 Accelerating the rollout of renewables, both wind and solar, and heat pumps. For solar, the EU should 

accelerating the rollout of rooftop solar systems up to 15 terawatt-hours this year, which would save 2.5 

billion cubic meters of gas. The European Commission promised a more full communication on the EU’s 

solar strategy in June. The EU also proposes rolling out 10 million heat pumps in the next five years. 

 Accelerating the rollout of renewables, both wind and solar, and heat pumps. For solar, the EU should 

accelerating the rollout of rooftop solar systems up to 15 terawatt-hours this year, which would save 2.5 

billion cubic meters of gas. The European Commission promised a more full communication on the EU’s 

solar strategy in June. The EU also proposes rolling out 10 million heat pumps in the next five years. 

 
CHART 17 – % Share of the European countries gas supply from Russia (2020) 
 

 
 
Note: Ukraine buys its gas from the EU since 2015.  
 

22 Source: Statista, European Union Agency for Cooperation of Energy Regulators – 2020. 



 

 
 

 
  

GREEN TRANSITION 

 

The Recent UN Climate Change Conference 
 
The UN Climate Change Conference COP26 has taken encouraging steps towards additional major climate pledges 
and policy agreements to further the development and deployment of technologies that can help deliver a 
significant reduction in CO2 and methane emissions, as well as restore and protect the world’s natural capital. The 
principal areas of focus at COP26 includes:  

 Green hydrogen 

 Residential solar energy 

 Offshore wind energy development 

 Energy storage to reduce carbon emissions 

 Practical packaging solutions to reduce plastic pollution 

 Land-based fish farming to address fish depletion 

 Sustainable farming methods to protect the world’s soils. 

 

Major Commitment from the Major Players 
 
In the US, President Joe Biden pledged for a clean energy revolution through recommitting the US to the Paris 
agreement on climate change, proposing US electricity production carbon-free by 2035 and the country to achieve 
net zero emission by 2050 by spending USD 2 trillion on upgrading 4 million buildings to improve energy efficiency, 
upgrading public transport by investing in electric vehicle manufacturing and charging points. 
 
In China, President Xi has also announced commitment to achieve carbon neutrality by 2060. There are 3 clusters: 
power (essentially focused on solar and wind), mobility (the electrical vehicles ecosystem) and environmental 
industries (including carbon capture and storage, waste management and engineering firms active in boosting 
energy efficiency). 
 
CHART 18 - Investments are increasingly being directed towards clean energy rather than traditional fossil fuels, 
under the Stated Policies Scenario (STEPS) and Net Zero Emissions by 2050 (NZE) 
 

 
 
 
 

 
 23 Source: IEA World Energy Outlook 2021, UN foundation.org 
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Source: CIMB Investment Research & Wealth Advisory.  
Note: Equity includes Local Equity, Regional Equity & Global Equity. Alternative includes Gold & Crude Oil. 
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25 Source: CIMB Treasury & Markets Research, CGS-CIMB Research – 23 Jun 2022. 



 

 
 

 

DISCLAIMER 

 

CIMB BANK BERHAD DISCLAIMER 
The contents in this document are reasonably believed to be correct at the time of issue and are subject to 
change.  
 
CIMB Bank Berhad (“CIMB”) makes no express or implied representation, recommendation or warranty as to the 
accuracy, desirability, reliability, or completeness of any information and opinion relating to any matter contained 
in this document. 
 
The information in this document is subject to change and correct at the time of issue. Neither does this document 
purport to contain all the information that a prospective investor may require. Because it is not possible for CIMB 
to have regard to the specific investment objectives, financial situation and particular needs of each person who 
reads this document, the information contained in it may not be appropriate for all persons.  
 
CIMB is not acting as advisor or agent to any person whom this document is directed. You, the recipient of this 
document must consult your own professional financial, legal, accounting, taxation and all other advisers and 
make your own independent assessment of the contents of this document. Under no circumstances should you 
treat or rely on any of the contents of this document as advice in relation to any of your financial, legal, 
accounting, taxation, technical, investment or any other matters.   
 
CIMB , CIMB’s  subsidiaries , CIMB’s holding company , the holding company and subsidiaries of CIMB’s  holding 
company and all companies which are in any way or howsoever related , associated or affiliated with CIMB and or 
CIMB’s holding company  (the “CIMB Group”) or any one or more of them may act as a principal or agent in any 
transaction contemplated by this document, or any other transaction connected with any such transaction, and 
may as a result earn brokerage, commission or other income  .  
 
Nothing in this document is intended to be, or should be construed as an invitation, offer or recommendation to 
you to buy or sell, or subscribe for any, of the subject securities, related investments or other financial instruments 
thereof. In the ordinary course of our businesses, any member of the CIMB Group may at any time hold long or 
short positions, and may trade or otherwise effect transactions, for its own account or the account of its 
customers, in debt or equity securities or senior loans of any company that may be involved in this transaction.  
 
By accepting and relying on this document, the recipient hereof represents and warrants that he is entitled to 
receive this document subject strictly however to the restrictions and limitations set forth below   and the 
recipient agrees to be bound by these restrictions and limitations contained herein. Any failure to comply with any 
of these restrictions and limitations may constitute a violation of law. This document is being supplied strictly on 
the basis that it will remain confidential.  No part of this document may be (i) copied, photocopied, duplicated, 
stored or reproduced in any form by any means or (iii) redistributed or passed on, directly or indirectly, to any 
other person in whole or in part, for any purpose without the prior written consent of CIMB and or CIMB Group. 
 
Neither the CIMB Group nor any of their officers, agents, directors, employees or representatives (“the  CIMB 
Group and Staff”) shall be held responsible or liable in respect of  any omission,  statement, opinion, information 
or matter (express or implied) relating to or arising out of, contained in or derived from this document, except 
liability under statute that cannot be excluded. Not in derogation of the generality of the foregoing or any other 
provisions herein no claims or demands or actions shall be made or taken by the recipient or any person in relation 
to this document and any matters herein against any companies within the CIMB Group whether such companies 
are carrying on business or incorporated within or outside the jurisdictions in which this document is distributed. 
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