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1.	 FUND INFORMATION
1.1	 Fund Name

	 Kenanga Islamic Balanced Fund (KIBF or the Fund)

1.2	 Fund Category / Type

Balanced (Islamic) / Growth & Income

1.3	 Investment Objective

	 The Fund aims to achieve steady capital growth and income distribution (if any) over 
the medium to long-term period by investing in a diversified portfolio in accordance with 
Shariah requirements.

1.4	 Investment Strategy

	 The Fund seeks to maximise total returns by providing investors with a combination of 
capital appreciation and income distribution, if any, while reducing risk through diversified 
investments in Shariah-compliant equities and sukuk.

1.5	 Duration

	 The Fund was launched on 6 December 2004 and shall exist as long as it appears to the 
Manager and the Trustee that it is in the interests of the unit holders for it to continue.

1.6	 Performance Benchmark

	 60% FTSE Bursa Malaysia Emas Shariah Index and 40% Maybank 12-month GIA rate

1.7	 Distribution Policy

Subject to the availability of income, the Fund will distribute income annually.

1.8	 External Fund Manager

Kenanga Islamic Investors Berhad
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2.	 MANAGER’S REPORT
2.1	 Explanation on whether the Fund has achieved its investment objective

	 Since inception, the Fund recorded a return of 172.92%, which is in line with the Fund’s 
stated objective of medium to long term capital appreciation.

2.2 	 Comparison between the Fund’s performance and performance of the benchmark

Performance Chart Since Launch (6/12/2004 – 28/02/2025)
Kenanga Islamic Balanced Fund vs Benchmark*

	

3.72

-3.742.73

3.07

17.16 9.88

3 years

5 years

Since Launch

2023

172.92 82.09

0.42

-0.82

6.28

2022

2021

2020

7.80

17.67

-3.87

HISTORICAL FUND PRICE *

Since Inception

-10.13

13.09

DISTRIBUTION HISTORY *

-

-

Kenanga Islamic Balanced Fund

-1.79 2024

Redemption Charge

Fund Category/Type

Launch Date

Trustee

Benchmark

1.50% p.a.

0.05% p.a.

Balanced (Islamic) / Growth & Income

06 December 2004

CIMB Islamic Trustee Berhad

60% FTSE Bursa Malaysia Emas Shariah Index and 40%

Maybank 12-month GIA Rate

Lee Sook Yee

Max 5.50%

Designated Fund Manager

Sales Charge

Annual Management Fee

Aims to achieve steady capital growth and income distribution (if

any) over the medium to long-term period by investing in a

diversified portfolio in accordance with Shariah requirements.

FUND PERFORMANCE (%)

#
Source: Lipper, 28 February 2025

CUMULATIVE FUND PERFORMANCE (%)
#

CALENDAR YEAR FUND PERFORMANCE (%)
#

Period Fund Benchmark Period Fund Benchmark

1 month

6 months

1 year

Highest

Lowest

-

8.29%

-1.59

9.97%

1.26

-5.97

Date

11-Jan-08

5.05 sen

2.79 sen

15-Apr-22

9-Apr-21

16-May-16 FUND SIZE * NAV PER UNIT *

15-Jul-22

RM 0.6885

RM 0.3567

Date

Gross Distribution

Unit SplitRM Yield (%)

MAH SING GROUP BHD

TELEKOM MALAYSIA BHD

IHH HEALTHCARE BHD

ITMAX SYSTEM BHD

6.62%

3.50 sen

RM 0.4167RM 267.14 million

ASSET ALLOCATION (% NAV) * SECTOR ALLOCATION (% NAV) *

3

4

5

Based on the fund’s portfolio returns as at 10 February 2025, the Volatility Factor (VF) for this fund is 8.47 and is classified as “Low”. (Source: Lipper). “Low” includes funds

with VF that are above 4.85 and less than or equal to 9.085 (source: Lipper). The VF means there is a possibility for the fund in generating an upside return or downside

return around this VF. The Volatility Class (VC) is assigned by Lipper based on quintile ranks of VF for qualified funds. VF is subject to monthly revision and VC will be

revised every six months. The fund’s portfolio may have changed since this date and there is no guarantee that the fund will continue to have the same VF or VC in the

future. Presently, only funds launched in the market for at least 36 months will display the VF and its VC. The Master Prospectus dated 29 March 2019 and the

Supplemental Prospectus (if any), its Product Highlights Sheets (“PHS”) or Supplemental Disclosure Document (“SDD”) (if any) have been registered with the Securities

Commission Malaysia, who takes no responsibility for its contents. The fund fact sheet has not been reviewed by the SC. A copy of the Master Prospectus, Supplemental

Prospectus (if any), SDD (if any) and the PHS are obtainable at our offices. Application for Units can only be made on receipt of application form referred to in and

accompanying the Master Prospectus and/or Supplemental Prospectus (if any), SDD (if any) and PHS. Investors are advised to read and understand the Master

Prospectus, its PHS and any other relevant product disclosure documents involved before investing. Investors are also advised to consider the fees and charges before

investing. Unit prices and distributions may go down as well as up. Where a unit split/distribution is declared, investors are advised that following the issue of additional

units/distribution, the NAV per unit will be reduced from pre-unit split NAV/cum-distribution NAV to post-unit split NAV/ex-distribution NAV. Where a unit split is declared,

investors should note that the value of their investment in Malaysian Ringgit will remain unchanged after the distribution of the additional units. A Fund’s track record does

not guarantee its future performance. Investors are advised to read and understand the contents of the unit trust loan financing risk disclosure statement before deciding to

borrow to purchase units. For investors who invest via the EPF Member Investment Scheme (“EPF MIS”), the cooling-off period shall be subject to EPF’s terms and

conditions, and any refund pursuant to the exercise of the cooling-off right will be credited back into your EPF accounts. Kenanga Investors Berhad is committed to

preventing Conflict of Interest between its various businesses and activities and between its clients/directors/shareholders and employees by having in place procedures

and measures for identifying and properly managing any apparent, potential and perceived Conflict of Interest by making disclosures to Clients, where appropriate. The

Manager wishes to highlight the specific risks of the Fund are stock specific risk, currency risk, country risk, credit and default risk, interest rate risk and reclassification of

Shariah status risk. Kenanga Investors Berhad 199501024358 (353563-P)

1

2

 * Source: Kenanga Investors Berhad, 28 February 2025

TOP EQUITY HOLDINGS (% NAV) * TOP FIXED INCOME HOLDINGS (% NAV) *

March 2025

1

2

3

4

5

4.0%

3.1%

2.9%

2.5%

2.3%

GAMUDA BHD

Nil

7.34

All fees and charges payable to the Manager and the Trustee are

subject to the goods and services tax /sales and services tax/other taxes 

of similar nature as may be imposed by the government or other

authorities from time to time. 

Annual Trustee Fee

-3.09

FUND OBJECTIVE
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Lipper Analytics
10 Feb 2025
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% Cumulative Return, Launch to 28/02/2025

Kenanga Islamic Balanced : 172.92 60% FTSE Bursa Malaysia Emas Shariah Index and
40% Maybank 12-month GIA Rate : 82.09

Source: Novagni Analytics and Advisory

32.9%

19.7%

11.8%

7.6%

7.4%

7.0%

4.0%

3.8%

2.1%

1.8%

1.9%

Sukuk

Short Term Islamic Deposits and Cash

Industrial Products & Services

Construction

Technology

Property

Health Care

Telecommunications & Media

Utilities

Islamic Commercial Paper

Others

Source: Novagni Analytics and Advisory
*Benchmark: 60% FTSE Bursa Malaysia Emas Shariah Index and 40% Maybank 12-month GIA Rate

2.3	 Investment strategies and policies employed during the financial year under review

	 For the financial year under review, the Fund sought to maximise total return by providing 
investors with a combination of capital appreciation and income distribution, if any, while 
reducing risk through diversified investments in Shariah-compliant equities with good 
growth prospects, whilst trading at a discount to their intrinsic/fair value as well as sukuk.

2.4 	 The Fund’s asset allocation as at 28 February 2025 and comparison with the previous 
financial year

Asset 28 Feb 2025 29 Feb 2024
Listed Shariah-compliant equity securities 44.7% 55.1%
Listed Islamic collective investment scheme 0.6% -
Unlisted corporate sukuk 16.4% 22.0%
Unlisted government sukuk 13.8% 3.4%
Unlisted quasi-government sukuk 2.7% -
Unlisted Islamic commercial paper 1.8% -

Note: The above mentioned percentages are based on total net asset value (NAV)
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2.4 	 The Fund’s asset allocation as at 28 February 2025 and comparison with the previous 
financial year (contd.)

Asset 28 Feb 2025 29 Feb 2024
Unlisted Islamic options 0.2% 2.1%
Short term Islamic deposits and cash equivalents 19.8% 17.4%

Note: The above mentioned percentages are based on total net asset value (NAV)

Reason for the differences in asset allocation

	 The Fund’s asset allocation into listed Shariah-compliant equity securities was reduced 
from 55.1% as at end-February 2024 to 44.7% as at end-February 2025 to lock in market 
returns. Meanwhile, the Fund Manager rebalanced the Fund’s fixed income allocation 
by increasing exposure to government sukuk, to capture the sustained market demand 
during the financial year under review.

2.5	 Fund performance analysis based on NAV per unit (adjusted for income distribution; 
if any) since last review year

Year under review 
KIBF 3.07%
60% FTSE Bursa Malaysia Emas Shariah Index and 40% 
Maybank 12-month GIA Rate 0.42%

Source: Lipper 

	 The Fund outperformed its blended benchmark for the financial year under review mainly 
attributable to Shariah-compliant stock/sukuk selection and asset allocation.

2.6	 Review of the market

Equity market review

	 In US, the S&P 500, Dow Jones and Nasdaq were up 3.1%, 2.1%, and1.8% month-on-
month (MoM) in March 2024 respectively, fueled by the continued optimism over the 
economy, potential rate cuts, and business opportunities in the artificial intelligence 
(AI) space. The street now expects Gross Domestic Product (GDP) to grow at 2.2% in 
2024. The US Federal Reserve (Fed) maintained rates at 5.25% to 5.50%, keeping rates 
steady for the fifth consecutive meeting. Fed Chair Jerome Powell emphasized that the 
Fed remains “fully committed” to bring inflation down to its 2.0% target. However, the 
inflation rate which rose to 3.2% year-on-year (YoY) in February 2024 suggests that the 
path to the Fed’s target could be longer and bumpier than expected as the labour market 
and economic growth remain strong, elevating prices. 

	 In April, US equities fell sharply, with the Dow Jones, S&P 500 and Nasdaq falling 5.0%, 
4.2% and 4.4% respectively due to a higher-than-expected inflation print which sparked 
fears of delays for interest rate cuts. US Consumer Price Index (CPI) rose 0.4% MoM, 
coming in higher than consensus’ expectation of 0.3%. On a YoY basis, both headline 
and core CPI rose to 3.5% and 3.8% respectively, above economists’ forecasts. In 
addition, March saw an additional 303,000 jobs added, way ahead of the 200,000 jobs 
anticipated.  With the overall higher inflation and strong jobs market, expectations for 
rate cuts are now pushed back, with a June cut appearing unlikely and total number of 
cuts expected in 2024 reduced to one or two, from six at the start of the year. The 10-
year US Treasury (UST) yield rose steeply 11.0% to 4.68%, close to levels last seen in 
November last year. 
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2.6	 Review of the market (contd.)

Equity market review (contd.)

	 US equities rose in the month of May driven by better-than-expected corporate earnings, 
investors’ optimism on the economic outlook and expectation of interest rate cut later 
this year. US consumer prices increased less than expected in April, suggesting that 
inflation resumed its downward trend hence boosted financial market expectations for 
a September interest rate cut. Hopes of the Fed to start its easing cycle this year were 
further bolstered by data on retail sales that were unexpectedly flat in April, suggesting 
that domestic demand was cooling. US CPI rose 0.3% in April after advancing 0.4% in 
February and March. On an annual basis, both headline and core CPI rose to 3.4% and 
3.6% respectively. The core 12-month inflation reading was the lowest since April 2021 
while the monthly increase of 0.3% was the smallest since December. US Dow Jones, 
S&P 500 and Nasdaq rose 2.3%, 4.8% and 6.9% MoM respectively. US announced new 
tariffs on USD 18 billion of goods from China, including quadruple tariffs on Chinese 
electric vehicles (to 100% from the current 25%) to protect US manufacturers.  The 
increase is seen as having little impact as few electric vehicles are imported to the US 
from China. Tariffs were also increased on medical supplies and solar supplies as the 
Biden administration extended the Section 301 Tariffs on Imports from China, which 
started in 2018 and covers USD 300 billion of Chinese products. 

	 Global equity markets continued to perform well in June 2024, with the S&P 500, Nasdaq, 
and Dow Jones increasing by 3.5%, 6.0%, and 1.1% MoM respectively. The US market 
finished the first half of 2024 strongly, with the S&P 500, Nasdaq, and Dow Jones up 
by 14.5%, 18.1%, and 3.8% respectively. The rally in the US market was mainly driven 
by better-than-expected corporate earnings. Wall Street is forecasting steady earnings 
growth through 2025. Even after excluding mega-cap technology stocks, the earnings 
outlook remains decent. US inflation cooled slightly to 3.3% in May, compared to the 
economists’ expectation of 3.4%. The Fed has decided to hold interest rates steady after 
its meeting on the 11-12 June. The Fed now expects only one cut in 2024 amid sticky 
inflation, with economists anticipating the first cut in September 2024.

	 Global equity markets remained highly volatile during July amid rapidly changing 
macroeconomic and geopolitical environment. A weaker-than-expected US CPI 
reading early in the month, combined with weaker US labour market data, reassured 
bond investors that the Fed will soon begin cutting interest rates. Investors now expect 
the first rate cut in September, and are currently pricing almost three US rate cuts this 
year, with around 150 basis points (bps) worth of cuts by June 2025. Overall, the Dow 
Jones Industrial Average and S&P 500 rose 4.4% and 1.1% higher respectively, while the 
Nasdaq slipped 0.7% in July as investors rotated out of mega-caps tech names.

	 In August, volatility was the key theme. US equity markets sold off sharply in the 
beginning of the month on the back of labour market weakness (July unemployment rate 
spiked to 4.3% and jobs addition came significantly below expectations) and unwinding 
of the Japanese Yen carry trade. However, the index whipsawed higher by the end of the 
month as the Fed indicated the possibility of an interest rate cut soon and stronger-than-
expected July retail sales relieved investors of recession fears. The Dow Jones Industrial 
Average closed the month 1.8% higher, while the S&P 500 rose 2.3%, and the Nasdaq 
grew 0.6%. Investors continue to expect the first Fed rate cut in September, and a total 
of four cuts by the end of 2024.
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2.6	 Review of the market (contd.)

Equity market review (contd.)

	 Equities in September saw moderate easing from last month’s volatility, ultimately moving 
with upwards bias in most markets. The key headline was rate cuts as the Fed delivered 
its first cut of the cycle of 50bps, and the European Central Bank (ECB) executed its 
second 25bps cut in the year. Concerns that the ‘upsized’ Fed move was led by 
weakening growth were brushed aside by two consecutive better-than-expected jobless 
claims reports. As such, all three major US indices pushed through positive gains of 2.0% 
to 3.0% for the month, with Dow Jones and S&P 500 also notching new record highs. 
While the Fed’s ‘dot-plot’ indicate another 50bps reduction before end-2024 and further 
100bps in 2025, markets are positioned slightly ahead with an additional 50bps reduction 
already priced in for that period. Over in Europe, expectations of further inflation decline 
after August s 2.2% print (its 3-year low), coupled with the ECB’s commitment to data 
dependence, supported the Euro STOXX’s 0.9% gain for the month.

	 Equities slid in October as the 2024 US presidential elections approached. US equities 
traded higher for most of the month, but fell in the final days, with the Dow Jones 
and S&P 500 ending the month down 1.3% and 1.0% respectively. Economic activity 
remained robust, with 3Q GDP advancing 2.8%, despite a disappointing jobs report and 
weaker-than-expected Institute for Supply Management (ISM) data. The US economy 
added just 12,000 jobs in October, partly due to disruptions from hurricanes and port 
strikes. Several divergence appeared among economic indicators in October — inflation 
fell to 2.44% but core inflation rose to 3.31%. The US ISM Manufacturing Purchasing 
Managers’ Index (PMI) dropped to 46.5, while the Services PMI rose to 54.9. Mortgage 
rates spiked even as the Fed’s ‘dot-plot’ indicate another 50bps reduction before the end 
of 2024, and further 100bps reductions in 2025. In Europe, inflation increased to 2.0% in 
October, up 20bps from the previous month, and the ECB remained data dependent in 
its approach to easing monetary policy. 

	 November 2024 began with the US presidential elections, where Donald Trump won a 
sweeping victory over his rival, Kamala Harris. Trump’s re-election as the 47th President, 
coupled with the widely expected 25bps cut in federal funds rate, led to optimism in US 
equities. US’ 3 major indexes climbed higher with positive gains of 5.0% to 7.0%, with 
the Dow Jones and S&P 500 finishing November at record highs. October’s headline 
CPI grew to 2.6%, marking the first annual rise since March 2024, whereas core CPI 
rose to 3.3%. Nonetheless, these were within expectations, supporting the Fed’s easing 
path. Surge in job growth is anticipated in November as October’s growth was disrupted 
by hurricanes (Helene and Milton) and strikes by some aerospace factory workers. 
Eurozone’s inflation also rose to 2.3% YoY in November, from 2.0% YoY in October, 
marking a slight departure from the ECB’s target. Nonetheless, it fell 0.3% MoM, steepest 
since January 2024, potentially paving the way for further rate cuts. The Euro STOXX 
slipped lower by 0.5% in November. 

	 Equities posted mixed results in December to close out 2024. A Santa Claus rally 
didn’t materialize this year as the Dow Jones, S&P 500 fell 5.1% MoM and 2.5% MoM 
respectively while the Nasdaq rose 0.5% MoM. The Fed reduced interest rates by 25bps, 
bringing the current target range down to 4.25% to 4.50% as the market expected. Core 
inflation remained between 3.31% and 3.33% across all three prints between September 
and November. The prospect of fewer rate cuts next year, combined with the potential 
for higher expected inflation, appears to be a key focus for many investors. The 2025 
Personal Consumption Expenditures (PCE) forecast rose from 2.1% to 2.5%, while the 
core PCE inflation forecast rose from 2.2% to 2.5%. 
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2.6	 Review of the market (contd.)

Equity market review (contd.)

	 In Europe, Germany grappled with political uncertainly, with Premier Scholz losing 
a confidence vote in the German parliament earlier in December. Additionally, it’s 
manufacturing sector shows signs of slowing as major employers such as Volkswagen, 
Bosch, and Schaeffler have announced layoffs. The Euro STOXX gained by 1.9%MoM in 
December.

	 January 2025 kicked off with cautious optimism in global equity markets, with the Dow 
Jones, S&P 500 and Nasdaq rising 4.7%, 2.7%, and 1.6% MoM respectively. However, 
Technology and related stocks came under pressure due to a knee-jerk reaction following 
the Biden administration’s release of the Interim Final Rule (IFR) on Artificial Intelligence 
Diffusion. Global stocks rose as investors reacted positively to US President Trump’s 
inauguration on 20 January, who hinted at a potentially softer approach toward tariffs on 
China. Subsequently towards the end of the month, stock markets retreated following 
the release of DeepSeek, an open-source large language model (LLM) developed 
by a Chinese quant fund. DeepSeek’s strong performance against other LLMs raised 
concerns on the need for large global AI capex. Meanwhile, the US Fed held its policy 
rate steady at 4.25% to 4.50% during its first Federal Open Market Committee (FOMC) 
meeting of the year on 28-29 January. Europe emerged as the best performing market 
with Euro STOXX 50, gaining 8.0% MoM as investors reallocated funds from high-valued 
US technology stocks to European equities, attracted by comparatively lower valuations 
and a more diversified sector exposure. Additionally, the Bank of England’s (BoE) steady 
policy stance and expectations of rate cuts later in the year contributed to the positive 
market momentum. 

	 February 2025 saw a shift in global equity markets, with mixed performances across 
regions. The Dow Jones, S&P 500 and Nasdaq posted declines of 1.6%, 1.4%, and 4.0% 
MoM respectively, as investor sentiment turned cautious amid a lacklustre earnings 
season and stretched valuations in mega-cap technology stocks. Trump’s recent tariff 
measures began in early February, with a 10% tariff on Chinese imports taking effect 4 
February. Additional tariffs on Canada and Mexico were announced but delayed until 
March. These actions created uncertainty in the markets, contributing to the cautious 
sentiment in February. Meanwhile, the Fed continued to signal a cautious approach 
amid persistent economic uncertainties. Previously, the policy rate had been maintained 
at 4.25% to 4.50%. Locally, February saw continued challenges for Malaysia’s equity 
markets, with the FBM 100, FBM Shariah, FBM Small Cap declining 0.7%, 2.8%, and 
6.6% MoM respectively, but FBM KLCI increasing by 1.1% MoM. The announcement of 
new US tariffs on Chinese imports further dampened sentiment, leading to a selloff in 
export-oriented and technology-linked stocks. Malaysia recorded foreign outflow of 
RM2.2 billion worth of equities in February 2025, slightly lower than RM3.1 billion outflow 
in January 2025. 

	 Fixed income market review

	 In March 2024, the 2Y US Treasuries (UST) yield remained steady at 4.62% as mixed 
economic data and elevated inflation clouded the outlook for near-term interest rate 
cuts. On 20 March, the Fed kept interest rates unchanged at 5.25% to 5.50%, as widely 
expected. The committee reaffirmed its projections for 75bps of rate cuts in 2024 
but reiterated its patient approach to lowering interest rates. Similarly, the Malaysian 
Government Securities (MGS) market remained stable in March, despite slightly higher 
domestic inflation. Malaysia’s CPI edged higher to 1.8% YoY in February (January: 1.5%) 
mainly due to the increase in water tariffs during the month. Meanwhile on 7 March, 
Bank Negara Malaysia (BNM) kept the Overnight Policy Rate (OPR) at 3.00%, given the 
balanced outlook for growth. Overall, MGS yields were largely unchanged for the month, 
with the 3Y MGS and 10Y MGS closing at 3.50% and 3.86% respectively.
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2.6	 Review of the market (contd.)

	 Fixed income market review (contd.)

	 In April, UST weakened significantly after Fed officials indicated that it would take longer 
than previously anticipated for rate cuts to begin given the resilient US economy and slow 
inflation progress. The 2Y UST yield surged by 42bps to 5.04% while the 10Y UST yield 
rose 48bps to close at 4.68%. Subsequently in May, UST recovered as softer economic 
data and signs of weakness in the US labour market reignited expectations for the Fed 
to cut interest rates. UST continued to rally in June as further easing of US inflation 
bolstered rate cut expectations, despite a strong rebound in the US job market and 
hawkish signals from the Fed. On 13 June, the Fed kept the interest rates unchanged at 
5.25% to 5.50% as widely expected, but surprisingly revised its projections to signal only 
25bps of rate cuts in 2024 (previous forecast: 75bps) and 100bps cut in 2025 (previous 
forecast: 75bps). UST pared gains towards end-June as market participants mulled the 
potential fiscal and inflationary implications from US presidential election. UST yields 
ended 2Q2024 slightly higher with the 2Y UST yield adding 13bps to 4.75%, while the 
10Y UST yield rose 20bps to 4.40%.

	 On the local front, MGS yields inched higher in April amidst the bearish sentiment in 
global bond markets and the weakening ringgit. 3Y and 10Y MGS yields edged 11bps 
higher to 3.61% and 3.97% respectively at end-April. Nonetheless in May, the MGS 
market saw renewed buying interest alongside the rally in UST, driving the 3Y MGS 
yield 3bps lower to 3.58%, while the 10Y MGS yield closed 8bps lower at 3.89%. MGS 
yields continued to edge lower in June, loosely tracking UST movements. On 27 June, 
both S&P Global Ratings and Fitch Ratings affirmed Malaysia’s sovereign credit rating at 
A- and BBB+ respectively, with a stable outlook. Overall for 2Q2024, MGS yields were 
largely steady, as the 3Y MGS yield ended the quarter at 3.52% while the 10Y MGS yield 
was unchanged at 3.86%.

	 The UST market enjoyed a strong rally in July, as soft labour market data reignited 
recession concerns while US inflation posted its first decline since the pandemic, fanning 
expectations for imminent rate cuts. Although the Fed kept interest rates unchanged on 
31 July, the Fed signaled that it is moving closer to rate cuts as inflation continues to ease 
towards its 2.0% target. In August, UST extended its strong rally following the release 
of weaker jobs data and dovish comments by the Fed Chair, endorsing an imminent 
start to interest rate cuts and underlining policymakers’ concerns over a softer labour 
market. The strong rally in UST continued in September as the Fed commenced its 
monetary policy easing cycle. As largely anticipated, the Fed slashed interest rates by 
50bps, lowering its policy rate from 5.25% to 5.50%, to 4.75% to 5.00% during the FOMC 
meeting on 17-18 September. The UST yield curve bull steepened in 3Q2024, with the 2Y 
yield tumbling by 111bps quarter-on-quarter (QoQ) to 3.64% while the 10Y yield plunged 
by 62bps QoQ to 3.78%.

	 Similarly, MGS yields fell in July as trade volume surged on strong buying interest from 
both local and foreign investors. In tandem, the ringgit rose against the US dollar to its 
strongest level since August 2023, as foreign investors increased exposure in Malaysian 
government bonds to a record high in July. MGS ended mixed in August, with shorter 
tenures registering some gains while the longer ends were softer, amidst the remarkable 
GDP growth of 5.9% YoY in 2Q2024 (1Q2024: 4.2%). In September, the MGS market was 
rangebound ahead of the Budget 2025 announcement in mid-October. BNM kept the 
OPR unchanged at 3.00% for the eighth consecutive meeting on 5 September amidst the 
stable domestic growth and inflation outlook. MGS yields ended 3Q2024 generally lower, 
with the 3Y MGS yield falling by 19bps QoQ to 3.33% while the 10Y MGS yield shed 15bps 
QoQ to 3.71%.
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2.6	 Review of the market (contd.)

	 Fixed income market review (contd.)

	 UST reversed gains in October with both 2Y and 10Y UST yields surging above 4%, as 
markets dialed back expected rate cuts due to hotter-than-expected inflation. The UST 
sell-off intensified amidst the uncertainty surrounding the US presidential election and 
fiscal deficit concerns. As widely expected on 7 November, the Fed lowered interest rates 
by 25bps to 4.50%-4.75%. Meanwhile, US headline inflation rose to 2.6% YoY in October 
(September: 2.4%), driving the 10Y UST yield 17bps higher to 4.45%, before easing 
back to 4.17% at end-November. UST remained weak in December as the Fed’s third 
consecutive rate cut, lowering interest rates by 25bps to 4.25%-4.50%. Concurrently, 
the Fed signalled fewer rate cuts for 2025 i.e. 50bps instead of the 100bps projected 
earlier, citing caution over the inflation outlook. In response, UST yields rose as investors 
recalibrated their expectations for the year ahead. On a QoQ basis, the UST yield curve 
steepened as the 2Y UST yield added 60bps to 4.24%, while the 10Y UST yield climbed 
79bps higher to end the year at 4.57%.

	 Locally, MGS yields trended higher in October as the bearish sentiment in UST spilled 
over into the local bond market. The MGS market was mildly softer in early November, 
in line with UST movements, before the higher yields attracted steady buying interest. 
BNM also announced the cancellation of the 3Y government bond auction scheduled 
for December, implying a much lower net supply of government bonds for the year, thus 
further supporting prices. In December, the MGS market was relatively subdued, as 
trade volume moderated towards year-end. Overall, the 3Y and 10Y MGS yields climbed 
15bps and 11bps QoQ in 4Q24 to 3.48% and 3.82% respectively.

	 UST started 2025 on a positive note, amid mixed US economic data as well as looming 
uncertainties over the US growth and inflation outlook following the inauguration of 
President Donald Trump on 20 January. The Fed kept interest rates unchanged at 4.25%-
4.50% on 30 January as widely expected, turning slightly hawkish amid uncertainties 
stemming from elevated inflation and new US economic policies. Subsequently, UST 
rallied in February on growing rate cut expectations, on the back of US trade policy 
uncertainty and mixed economic data. Furthermore, the plunge in US consumer 
confidence also fanned expectations for additional rate cuts by the Fed, causing the UST 
yield curve to shift 20-30bps lower in February, with the 2Y and 10Y UST yields ending 
the month at 3.99% and 4.21% respectively.      

	 On the local front, the MGS market was rangebound in January. BNM maintained the 
OPR at 3.00% for the tenth consecutive meeting on 22 January, in line with market 
expectations. Headline inflation edged down to 1.7% YoY in December (November: 
1.8%), bringing the full-year 2024 average to 1.8% (2023: 2.5%). On 24 January, 
Moody’s Ratings affirmed Malaysia’s sovereign credit rating at A3 with a stable outlook. 
In February, the MGS market was relatively stable as trading volume picked up given the 
healthy profit-taking activities were met by strong reinvestment demand. MoM, 3Y and 
10Y MGS yields continued to trend lower 3.44% (-2bps) and 3.79% (-1bp) respectively.
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2.6	 Review of the market (contd.)

	 Equity market outlook

	 Investors will focus on the Trump administration’s stance on trade, fiscal policies, and 
immigration, as well as potential shifts in the regulatory framework, which will emphasize 
the ‘America First’ philosophy and deficit reduction. This approach could result in some 
short-term pain including a hit to growth due to impact of the tariffs and budget cuts. On 
monetary policy, the Fed remains cautious and has adopted a wait and see approach. 
The interest rate cut expectations for 2025 is maintained at 50bps, bringing the Fed 
funds rate to 3.9% towards the end of the year. Any further cuts would likely require real 
progress on inflation or signs of weakness in the labour market. In Malaysia, domestic 
growth outlook continues to be strong driven by an investment upcycle in infrastructure 
and property. However, the external environment is challenging, with tariffs and trade 
restrictions potentially impacting growth and exports. 

	 Fixed income market outlook

	 The flurry of US tariff announcements has injected fresh uncertainty into global financial 
markets. Investors remain cautious over escalating trade tensions that may put additional 
pressure on prices and consumer sentiment. In 4Q2024, the US economy grew at a 
slower pace of 2.3% QoQ (3Q2024: 3.1% QoQ), bringing FY2024 growth to 2.8%. 
Nonetheless, Fed officials continue to signal that the central bank is in no hurry to adjust 
its monetary policy, pending further clarity on the US economic outlook. Meanwhile, 
given the heightened uncertainties, UST yields could remain volatile over the near term, 
as investors react to policy announcements and incoming economic data.

	 Locally, the Malaysian economy expanded at a solid pace of 5.0% YoY in 4Q2024, 
surpassing consensus estimates of 4.8%, bringing FY2024 growth to 5.1%. For FY2025, 
growth is projected at 4.5% to 5.5%, anchored by resilient domestic spending. Inflation 
should remain manageable between 2.0% to 3.5% (2024: 1.8%), subject to global 
developments and spillover effects from announced policy measures, e.g., retargeting 
of subsidies and minimum wage revision. Over the near term, BNM is expected to keep 
the OPR unchanged at 3.00% to support the economy amid external headwinds to 
growth. Prospects for the local bond market remain favourable, given the stable interest 
rate outlook, ample market liquidity and steady demand from long-term fixed income 
investors.

	 Strategy

	 Given the growth outlook, we are more focused on stock picking for 2025. We still favor 
sectors such as financials, construction, property, new energy, utilities and healthcare. 

	 For fixed income, we continue our investment strategy of investing in liquid, highly sought- 
after sukuk, to enable swift reaction to changes in market sentiment or outlook. Our focus 
will continue to be on healthy credits, stable long-term cashflows, solid financial metrics 
and good corporate governance. Given lingering macroeconomic uncertainties, we 
overweight on sectors that are resilient to economic cycles. Furthermore, we overweight 
on corporate sukuk for their enhanced yield relative to lower yielding government sukuk. 
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2.7	 Distributions

	 For the financial year under review, the Fund did not declare any income distributions.

2.8 	 Details of any unit split exercise

	 The Fund did not carry out any unit split exercise during the financial year under review.

2.9 	 Significant changes in the state of affairs of the Fund during the financial year

	 There were no significant changes in the state of affairs of the Fund during the financial 
year under review and up until the date of the Manager’s report, not otherwise disclosed 
in the financial statements.

2.10	 Circumstances that materially affect any interests of the unit holders

	 There were no circumstances that materially affected any interests of the unit holders 
during the financial year under review.

2.11	 Rebates and soft commissions

	 It is the policy of the Manager to credit any rebates received into the account of the 
Fund. Any soft commissions received by investment manager on behalf of the Fund are 
in the form of research and advisory services that assist in the decision making process 
relating to the investment of the Fund which are of demonstrable benefit to unit holders 
of the Fund. Any dealing with the broker or dealer is executed on terms which are the 
most favourable for the Fund.

	 During the financial year under review, the Manager received soft commissions from its 
stockbrokers who have also executed trades for other funds or investments managed by 
the Manager. The soft commissions were utilised for research and advisory services that 
assist in the investment decision making process. The soft commissions received were 
for the benefit of the Fund and there was no churning of trades.

2.12 	 Cross-trade

	 During the financial year under review, no cross-trade transactions were undertaken by 
the Manager for the Fund.

2.13	 Securities financing transactions

	 Securities financing transactions are transactions consisting of securities financing or 
repurchase. During the financial year under review, the Fund had not undertaken any 
securities financing transactions.
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3.	 FUND PERFORMANCE
3.1	 Details of portfolio composition of the Fund for the last three financial years as at 

28/29 February are as follows:

a.	 Distribution among industry sectors and category of Shariah-compliant 
investments:

FY
2025

FY
2024

FY
2023

% % %

Industrial Products and Services  11.8  15.8  12.7 
Construction  7.6  5.7  3.0 
Technology  7.4  5.3  16.5 
Property  7.0  7.8  2.7 
Health Care  4.1  1.2  1.9 
Telecommunications and Media  3.8  3.4  1.9 
Energy  1.7  11.0  3.9 
Plantation  0.6  0.8  0.6 
Consumer Products and Services  0.4  1.6  5.8 
Utilities  0.3  2.5  0.7 
Financial Services  -    -    0.7 
Islamic Real Estate Investment Trusts  0.6  -    1.9 
Unlisted corporate sukuk  16.4  22.0  25.2 
Unlisted government sukuk  13.8  3.4  -   
Unlisted quasi-government sukuk  2.7  -    -   
Unlisted Islamic commercial paper  1.8  -    -   
Unlisted Islamic options  0.2  2.1  0.7 
Short term Islamic deposit and cash 

equivalents  19.8  17.4  21.8 
 100.0  100.0  100.0 

	 Note. The above mentioned percentages are based on total net asset value (NAV)

b. 	 Distribution among markets

	 The Fund invests in local listed Shariah-compliant investment securities, unlisted 
Shariah-compliant fixed income securities, unlisted Islamic options, and short term 
Islamic deposits and cash equivalents only.  
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3.2	 Performance details of the Fund for the last three financial years ended 28/29 
February are as follows:

FY
2025

FY
2024

FY
2023

Net asset value (“NAV”) (RM Million) 267.14  35.01  13.64 
Units in circulation (Million)  641.02  86.58  36.27 
NAV per unit  (RM) 0.4167  0.4043  0.3762 
Highest NAV per unit (RM)  0.4711  0.4051  0.4224 
Lowest NAV per unit (RM)  0.3987  0.3624  0.3567 
Total return (%) 3.07 8.07 -3.22
- Capital growth (%) 3.07 8.07 -11.25
- Income growth (%)  -    -    8.03 
Gross distribution per unit (sen)  -    -    3.50 
Net distribution per unit (sen)  -    -    3.50 
Total expense ratio (“TER”) (%)1  1.56  1.60  1.67 
Portfolio turnover ratio (“PTR”) (times)2  0.96  0.83  0.57 

Note:	Total return is the actual return of the Fund for the respective financial years, 
computed based on NAV per unit and net of all fees.

	 TER is computed based on the total fees and expenses incurred by the Fund 
divided by the average fund size calculated on a daily basis. PTR is computed 
based on the average of the total acquisitions and total disposals of Shariah-
compliant investment securities of the Fund divided by the average fund size 
calculated on a daily basis.

1.	 TER is lower against the previous financial year mainly due to increase in average 
fund size during the financial year under review.

2.	 PTR is higher against previous financial year due to increased trading activities 
during the financial year under review.
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3.3 	 Average total return of the Fund

1 Year
29 Feb 24 -
28 Feb 25

3 Years
28 Feb 22 -
28 Feb 25

5 Years
29 Feb 20 -
28 Feb 25

KIBF 3.07% 2.87% 3.83%
60% FTSE Bursa Malaysia Emas 
Shariah Index and 40% Maybank 
12-month GIA Rate 0.42% -0.05% 1.57%

Source: Lipper

3.4 	 Annual total return of the Fund

Year
under 
review

29 Feb 24 - 
28 Feb 25

1 Year

28 Feb 23- 
29 Feb 24

28 Feb 22- 
28 Feb 23

28 Feb 21- 
28 Feb 22

29 Feb 20- 
28 Feb 21

KIBF 3.07% 8.07% -3.22% -7.09% 17.49%
60% FTSE Bursa 
Malaysia Emas Shariah 
Index and 40% 
Maybank 12-month GIA 
Rate 0.42% 5.01% -5.95% -3.60% 11.15%

Source: Lipper

	 Investors are reminded that past performance is not necessarily indicative of future 
performance. Unit prices and investment returns may fluctuate.
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TRUSTEE’S REPORT 
(“Fund”)
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TRUSTEE’S REPORT 
(“Fund”)

 

 

 

SHARIAH ADVISER’S REPORT FOR ISLAMIC UNIT TRUST FUND

 

accordance with the Fund’s Shariah investment guidelines as 
provided in the Fund’s prospectus.
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Independent auditors’ report to the unit holders of 

“Fund”), 

Auditors’ responsibilities for the audit of the financial statements

Conduct and Practice) of the Malaysian Institute of Accountants (“By Laws”) and the 

dependence Standards) (“IESBA Code”), and we have fulfilled our other ethical 

Information other than the financial statements and auditors’ report thereon 

“Manager”) is responsible for the other information. The other 

not include the financial statements of the Fund and our auditors’ report thereon.
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Independent auditors’ report to the unit holders of 

“Fund”), 

Auditors’ responsibilities for the audit of the financial statements

Conduct and Practice) of the Malaysian Institute of Accountants (“By Laws”) and the 

dependence Standards) (“IESBA Code”), and we have fulfilled our other ethical 

Information other than the financial statements and auditors’ report thereon 

“Manager”) is responsible for the other information. The other 

not include the financial statements of the Fund and our auditors’ report thereon.

Independent auditors’ report to the unit holders of 

Information other than the financial statements and auditors’ report 

the Fund’s ability to continue as a going concern, disclosing, as applicable, matters related 

The Trustee is responsible for overseeing the Fund’s financial reporting process. The 

Auditors’ responsibilities for the audit of the financial statements

and to issue an auditors’ report that includes our opinion. Reasonable assur



5   Kenanga Islamic Balanced Fund Annual Report   

Independent auditors’ report to the unit holders of 

Auditors’ responsibilities for the audit of the financial statements (contd.)

• 

• 

expressing an opinion on the effectiveness of the Fund’s internal control. 

• 

• Conclude on the appropriateness of the Manager’s use of the going concern basis of 

exists related to events or conditions that may cast significant doubt on the Fund’s abi

required to draw attention in our auditors’ report to the related disclosures in the financial 

conclusions are based on the audit evidence obtained up to the date of our auditors’ 

• 
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Independent auditors’ report to the unit holders of 

Auditors’ responsibilities for the audit of the financial statements (contd.)

• 

• 

expressing an opinion on the effectiveness of the Fund’s internal control. 

• 

• Conclude on the appropriateness of the Manager’s use of the going concern basis of 

exists related to events or conditions that may cast significant doubt on the Fund’s abi

required to draw attention in our auditors’ report to the related disclosures in the financial 

conclusions are based on the audit evidence obtained up to the date of our auditors’ 

• 

Independent auditors’ report to the unit holders of 
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loss (“FVTPL”)

Manager’s fee
Trustee’s fee
Auditors’ remuneration
Tax agent’s fee
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Unit holders’ contribution

NET ASSET VALUE (“NAV”) ATTRIBUTABLE 
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Unit holders’ contribution

NET ASSET VALUE (“NAV”) ATTRIBUTABLE 

Unit holders’ 
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Tax agent’s fee paid
Auditors’ remuneration paid

Trustee’s fee paid
Manager’s fee paid
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Tax agent’s fee paid
Auditors’ remuneration paid

Trustee’s fee paid
Manager’s fee paid

 

“Fund”) was constituted pursuant to the executed 

“Deed”) between the Manager, Kenanga Investors Berhad, and 
HSBC (Malaysia) Trustee Berhad (“the Trustee” prior to 3 December 2013). The Fund 

“Trustee” with effect from 
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compliant investments’ prices caused by uncertainties in the economic, 

 

The Fund’s exposure to the interest rate risk is mainly confined to unlisted 

The following table demonstrates the sensitivity of the Fund’s 
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The Manager’s best estimate of the effect on the 

The following table sets out the Fund’s exposure and concentration to price risk 
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The Fund’s concentration of from the Fund’s listed Shariah

 

As at the reporting date, the Fund’s maximum exposure to credit risk is 
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The Fund’s concentration of from the Fund’s listed Shariah

 

As at the reporting date, the Fund’s maximum exposure to credit risk is 

 

 

analyses the Fund’s portfolio of unlisted 
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The table below analyses the Fund’s portfolio of unlisted corporate sukuk,
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The table below analyses the Fund’s portfolio of unlisted corporate sukuk,

 

 

 

rs’ 
option based on the Fund’s NAV per unit at the time of cancellation calculated in 

The following table analyses the maturity profile of the Fund’s financial assets and 
financial liabilities in order to provide a complete view of the Fund’s contractual 
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categorised as having a maturity of “up to 1 year”.
Fund has a liquidity gap within “up to 1 year”. However, the Fund believes that it 

 

Council of the Securities Commission Malaysia (“SACSC”), the Shariah Adviser or 

 

compliant securities (“Reclassification”) by the SACSC or date of review 
(“Review”) by the Shariah
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categorised as having a maturity of “up to 1 year”.
Fund has a liquidity gap within “up to 1 year”. However, the Fund believes that it 

 

Council of the Securities Commission Malaysia (“SACSC”), the Shariah Adviser or 

 

compliant securities (“Reclassification”) by the SACSC or date of review 
(“Review”) by the Shariah

 

 

 

 
result in a decrease in the Fund’s value.

 

It is the Manager’s responsibility to ensure full compliance of all requirements under 

 

Standards (“MFRS”) as issued by the Malaysian Accounting Standards 
Board (“MASB”) and Standards (“IFRS”) as issued by the 
International Accounting Standards Board (“IASB”).
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managing the assets and the asset’s contractual terms, measured at either:

• 
• 
• 

’

’

rate (“E R”). Gains or losses are 

 

• 

• 
cash flows that are solely payments of principal and profit (“SPPP”) on the 
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’

• 
’

• 

• 

• 
aspects of the Fund’s assessment.

without taking ‘worst case’ or ‘stress case’ scenarios into account. If cash flows 
after initial recognition are realised in a way that is different from the Fund’s 

‘Principal’ for the purpose of this test is defined as the fair value of the financial 
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’

• 
’

• 

• 

• 
aspects of the Fund’s assessment.

without taking ‘worst case’ or ‘stress case’ scenarios into account. If cash flows 
after initial recognition are realised in a way that is different from the Fund’s 

‘Principal’ for the purpose of this test is defined as the fair value of the financial 

 

 

 

• 

• 
received cash flows in full without material delay to a third party under a ‘pass–
through’ arrangement.

contractual rights to receive the cash flows of a financial asset (the ‘original asset’), 

(the ‘eventual recipients’), when all of the following three conditions are met:
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• 

• 

• 

• 
• 

only to the extent of the Fund’s continuing involvement, in which case, the Fund also 

’

 



   Kenanga Islamic Balanced Fund Annual Report   30

 

• 

• 

• 

• 
• 

only to the extent of the Fund’s continuing involvement, in which case, the Fund also 

’

 

 “ ”
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 olders’ contribution –

holders’ contribution to the Fund is classified as equity instruments.

 

economic environment in which the Fund operates (“the functional currency”). The 
financial statements are presented in Ringgit Malaysia (“RM”), which is also the 
Fund’s fun

 

Distributions are at the discretion of the Manager. A distribution to the Fund’s unit 

 

In the process of applying the Fund’s 

developments may change due to circumstances beyond the Fund’s control and are 

option prices, benchmarking to recent arm’s length transactions between 



   Kenanga Islamic Balanced Fund Annual Report   32

 

 olders’ contribution –

holders’ contribution to the Fund is classified as equity instruments.

 

economic environment in which the Fund operates (“the functional currency”). The 
financial statements are presented in Ringgit Malaysia (“RM”), which is also the 
Fund’s fun

 

Distributions are at the discretion of the Manager. A distribution to the Fund’s unit 

 

In the process of applying the Fund’s 

developments may change due to circumstances beyond the Fund’s control and are 

option prices, benchmarking to recent arm’s length transactions between 



33   Kenanga Islamic Balanced Fund Annual Report   

Please refer to Note 13(a) for fund’s action.
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Please refer to Note 13(a) for fund’s action.
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MANAGER’S FEE

The Manager’s fee is calculated on a daily basis

The Manager is currently charging Manager’s fee of 1.50% per annum of the NAV of the 

TRUSTEE’S FEE

Pursuant to the Fifth Master Supplemental Deed dated 25 July 2014, the Trustee’s fee is 

The Trustee’s fee is currently calculated at 0.05% per annum of the NAV of the Fund 
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MANAGER’S FEE

The Manager’s fee is calculated on a daily basis

The Manager is currently charging Manager’s fee of 1.50% per annum of the NAV of the 

TRUSTEE’S FEE

Pursuant to the Fifth Master Supplemental Deed dated 25 July 2014, the Trustee’s fee is 

The Trustee’s fee is currently calculated at 0.05% per annum of the NAV of the Fund 

Accrual for auditors’ remuneration
agent’s fees
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holders’ contribution

Unit holders’ contribution 
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holders’ contribution

Unit holders’ contribution 

 

 

 

 

PORTFOLIO TURNOVER RATIO (“PTR”)

TOTAL EXPENSE RATIO (“TER”)

percentage of the Fund’s average NAV, calculated on a daily basis.
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have been transacted on an arm’s length basis.

 

the Fund’s reven
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As all of the Fund’s Shariah

 

The Fund’s financial assets and financial liabilities are measured on an ongoing basis 
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The Fund’s financial assets at FVTPL are carried at fair value. 
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reference to Bursa Malaysia Securities Berhad’s last traded prices at reporting date. 



   Kenanga Islamic Balanced Fund Annual Report   50

 

reference to Bursa Malaysia Securities Berhad’s last traded prices at reporting date. 

 

–

The carrying amounts of the Fund’s other financial asset

The Fund’s objectives for managing capital are:

 

 

 



This page has been intentionally left blank



This page has been intentionally left blank



This page has been intentionally left blank





Investor Services Center
Toll Free Line: 1 800 88 3737
Fax: +603 2172 3133
Email: investorservices@kenanga.com.my

Head Office, Kuala Lumpur
Level 14, Kenanga Tower, 237 Jalan Tun Razak, 
50400 Kuala Lumpur, Malaysia.
Tel:  03-2172 3000      Fax: 03-2172 3080


