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2Q16 Eurozone Economic Outlook

“Same 0Old Same Old”

Euro Area Economic Forecast

| 2012 K 2014 2015F 2016F

IMF 1.5% 1.7%
ECB 1.5% 1.4%
World Bank -0.7% -0.4% 0.8% 1.5% 1.7%
OECD 1.5% 1.7%
Bloomberg Consensus 1.6% 1.5%

Source: Various, M&A Securities

Positive catalysts:
1) Quantitative easing measure to shore up growth
2) Sluggish global commodity prices: breathing space

:: Negative catalysts:

1) The scary prospect of deflation
Limited policy space - almost zero
Nagging structural problems

)
)
)
) Fiscal lethargic
)
)
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Germany to oppose kicking start of inflationary drive
Negative interest rate environment

M

The stars are aligned for Eurozone in 2016. Challenges are aplenty and most are structural issues that
require not only time but strong effort to overcome. We are still baffled why the Eurozone cannot
grow beyond the 2% range when its quantitative easing measures (QEM) have been going on for a
number of years (note: since 2008). The US, adverse to Eurozone, has managed to get its house in
order, of which its QEM has officially ended last year. Therefore, it is suffice to say that the Eurozone
is suffering from structural issues which will take time to heal.

To begin with, its labour market is still on the sick bed. With consistent double digits unemployment
rate since 2008, there are a lot of labour scarring and loss of skill which may take generations to
normalize. We think that rapid deleveraging process in the Eurozone is the culprit whereby private
consumption ability to spend is still limited, which explains the lethargic inflationary impulse of the
pact. Despite the fact that the European Central Bank (ECB) has maintained almost 0% interest rate
for some time and now in negative interest rate environment in addition to massive liquidity being
pumped in under the QEM, Eurozone failed to show convincing economic recovery. In sum, we think
that Eurozone will continue to disappoint in 2016 with minute growth.

Nonetheless, a few bright spots are there for the pact including the likely weakness of the Euro

against the Dollar and the protracted weakness of the global commodity prices. These are the

catalysts that may give power of growth in the Eurozone. Note that Euro has reached year low of

$1.13 per Dollar in February and it may fall further. This could re-start the dwindling export
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momentum of the Eurozone. In addition, with the low oil price, Eurozone could get a breathing space
as its energy cost will be kept at bay.

2016 will not be any different for Eurozone as long as its structural problems are not settled. The
pact is also running out of monetary option to re-start growth now that it is in deep negative interest
rate environment. Notwithstanding that, we think that Eurozone is a tale of two-city. The ECB is
keen to see inflation to be up and running but this will be vehemently opposed by Germany.
Therefore, we don’t think that inflation will be heading north anytime soon more so when the global
commodity prices to remain weak. The only solace to the pack is the solid economic prospects of the
UK (part of Euro area) that could support Eurozone export. Other than that, we find it difficult to
support the conviction that Eurozone will grow convincingly this year. Hence, expect Eurozone
economic standings to remain status quo.
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M A Securities

STOCK RECOMMENDATIONS

BUY Share price is expected to be >+10% over the next 12 months.

TRADING BUY Share price is expected to be >+10% within 3-months due to positive newsflow.
HOLD Share price is expected to be between -10% and +10% over the next 12 months.
SELL Share price is expected to be >-10% over the next 12 months.

SECTOR RECOMMENDATIONS

OVERWEIGHT The sector is expected to outperform the FBM KLCI over the next 12 months.
NEUTRAL The sector is expected to perform in line with the FBM KLC| over the next 12
months.

UNDERWEIGHT The sector is expected to underperform the FBM KLCI over the next 12 months.

DISCLOSURES AND DISCLAIMER

This report has been prepared by M&A SECURITIES SDN BHD. Readers should be fully aware that
this report is for informational purposes only and no representation or warranty, expressed or
implied is made as to the accuracy, completeness or reliability of the information or opinion
contained herein. The recommendation and opinion are based on information obtained or
derived from sources believed to be reliable.

This report contains financial forecast/projection based on our assumptions which may defer
from the actual financial results announced by the companies under coverage. All opinions,
estimates and assumptions are subject to change without notice. Analysts will initiate, update
and cease coverage solely at the discretion of M&A SECURITIES SDN BHD.

Investors are to be cautioned that value of any securities invested may fluctuate from time to
time. We advise investors to seek financial, legal and other advice for investing based on the
recommendation of our report as we have not taken into account each investors’ specific
investment objectives, risk tolerance and financial position.

This report is not, and should not be construed as, an offer to buy or sell any securities or
other financial instruments. M&A SECURITIES SDN BHD can accept no liability for any
consequential loss or damage whether direct or indirect. Investment should be made at
investors’ own risks.

M&A SECURITIES SDN BHD and INSAS GROUP of companies, their respective directors, officers,
employees and connected parties may have interest in any of the securities mentioned and may
benefit from the information herein. M&A SECURITIES SDN BHD and INSAS GROUP of companies
and their affiliates may provide services to any company and affiliates of such companies whose
securities are mentioned herein. This report may not be reproduced, distributed or published in
any form or for any purpose.
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