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June 2024 US Bond Market Review
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Fed Rate Cut Odds edge higher in June
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Source: Bloomberg, HLBB Global Markets Research
*  UST yields headed lower in June for a second straight month, with the belly of e  The softer inflation data prompted some repricing of Fed moves in Fed Funds
the curve (3Y — 7Y) seeing the largest yield moves. futures, with the market pricing in slightly more rate cuts (44bps) for 2024 as a
whole as at end June, from the 36bps priced as at the end of May
* The lower yields were driven by softer than expected May CPI prints amidst e Chance of a cut by September increased to 68.0% (from 59.5%)
mixed economic data. The monthly employment report and ISM Services indices *  Chance of a cut by December increased to 176.7% (from 145.2%)
were both stronger than anticipated, while retail sales and ISM Manufacturing
saw weaker than expected outcomes. 1Q GDP was revised up a notch to 1.4% in * TheJune 12 FOMC meeting saw the Fed maintain rates, whilst re-iterating that
its third reading, despite an adjustment lower in consumer spending numbers for inflation has only made modest progress towards their 2% objective, and that
the quarter. greater confidence of achieving this is required before any reduction of rates.
The revised dot plot showed only a 25bps cut penciled in for 2024, as opposed
*  Very mild bull steepening of the UST curve for the month: to the 75bps cuts that was signaled in the March dot plot.

*  2yryield down 12bps to 4.76%
e  10yryield down 10bps to 4.40%
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June 2024 MYR Bond Market Review
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*  MYR government bonds traded higher in June, despite the slight upside surprise in 0.0 I [ 0 0

May CPI numbers to 2.0% y/y (Apr: 1.8% y/y), as the bullish tone from global bond -1.0 I II II I III
markets permeated domestically as well. Yields ended lower across the curve by :g
between 1-6 bps, except for the benchmark 30Y MGS which edged slightly higher. _4:0
-5.0
* The government curves were steeper for the month, with front end bonds -6.0
outperforming in the rally. MGS generally outperformed Gl for bonds up to 10yr :;'g
maturity, but GllI did slightly better in the longer end of the maturity spectrum. )

m3Y m5Y m7Y m10Y m20Y m30Y

*  Corporate bonds were better bid too for the month, with the yields declining in the

quasi govt sector as well as in the high grade space. ;
1/
/

Source: BPAM, HLBB Global Markets Research



Offshore foreign holdings fell for first month in four in June, driven by lower MGS holdings

Source: BNM, Bloomberg, HLBB Global Markets Research
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EE Total Foreign Holdings in Malaysia Debt Securities (RN "mil LHS)

S5-yr MGS (% RHS)

290000 425
270000
3.75
250000
230000 325
210000 5 75
Jun: RM271.3b
120000 (May: RM271.9b)
MGS(-RM2,586m) 225
1 70000 RM256.1b or circa 21.7% of 5 )
government bonds held by GII (+RM1,444m)
foreigners as at end June 2024
150000 1.75

1/1/2016 1/1/2017 1/1/2018 1/1/2019 1/1/2020 1/1/2021 1/1/2022 1/1/2023 1/1/2024

Offshore foreign holdings of Malaysian debt securities fell for the first month in four in June, inching lower by RM0.6b to
RM271.3b, from RM271.9b in May

Decrease led by lower holdings of MGS securities, which fell by RM2.6bn (likely due to maturity of MGS 6/24) and decline in
holdings of Sukuks, which fell by RMO0.6bn

Offset by increases in foreign holdings of Gll (+RM1.4bn), Bills (+RMO0.5bn) and Islamic Bills (+RMO0.7bn)
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RM15.0b of gross MGS/GIll issuance in June; RM15.0b expected in July

MGS/Gll issuance pipeline in 2024

Tenure Tender Quarter Tender Date Projected Actual Actual Total Average High  Cut-off
(yrs)  Month Issuance  Auction Private  Issuance
Size Issuance Placement YTD
(RMmil) — (RM mil)
1 [10-yr Reopening of MGII 8/33 10 Jan Ql 5/1/2024 5,000 5,000 5,000 2.445 3.880 | 3.908 | 3.920 | 83.3%
2 |30-yr Reopening of MGS 3/53 30 Jan Q1 12/1/2024 5,000 3,000 2,000 10,000 2.990 4223 | 4243 | 4.250 | 84.8%
3 |5-yr Reopening of MGII 7/28 5 Jan Q1 19/1/2024 4,500 5,000 15,000 4.402 3.610 | 3.620 | 3.624 | 51.3%
4 |7-yr Reopening of MGS 4/31 7 Feb Q1 5/2/2024 4,500 5,000 20,000 2.155 3.760 | 3.779 | 3.790 | 6.9%
5 |20-yr Reopening of MGII 8/43 20 Feb Ql 14/2/2024 5,000 3,000 2,000 25,000 3.037 4144 | 4163 | 4171 | 60.0%
6 |3-yr Reopening of MGS 5/27 3 Feb Ql 21/2/2024 4,500 5,000 30,000 1.703 3.470 | 3.488 | 3.499 | 85.0%
7 |15-yr Reopening of MGII 9/39 15 Mar Q1 29/2/2024 5,000 3,000 2,000 35,000 2.973 3.972 | 3.990 | 3.998 | 52.3%
8 |10-yr Reopening of MGS 11/33 10 Mar Q1 14/3/2024 4,500 5,000 40,000 2.046 3.830 | 3.854 | 3.865 | 27.1%
9 [30-yr New Issue of MGII (Mat on 3/54) 30 Mar Ql 21/3/2024 5,000 3,000 2,000 45,000 3.187 4254 | 4280 | 4.286 | 90.0%
10 |5-yr Reopening of MGS 8/29 5 Apr Q2 29/3/2024 5,000 5,000 50,000 1.797 3.665 3.681 | 3.690 | 11.4%
11 |7.5-yr New Issue of MGII (Mat on 10/31) 7 Apr Q 5/4/2024 5,000 4,500 54,500 3.333 3.780 | 3.804 | 3.815 | 41.3%
12 |15-yr New Issue of MGS (Mat on 4/39) 15 Apr Q2 16/4/2024 5,000 3,000 2,000 59,500 2.159 4,016 | 4.054 | 4.069 | 82.2%
13 |3-yr Reopening of MGl 9/26 3 Apr Q2 25/4/2024 5,000 5,000 64,500 1.746 3,547 | 3.574 | 3.599 | 40.0%
14 {20-yr New Issue of MGS (Mat on 05/44) 20 May Q2 14/5/2024 5,000 3,000 2,000 69,500 3.085 4160 | 4.180 | 4.188 | 98.4%
15 [15-yr Reopening of MGII 9/39 15 May Q2 21/5/2024 5,000 3,000 2,000 74,500 3.024 4,005 | 4.021 | 4.027 | 83.8%
16 |7-yr Reopening of MGS (4/31 7 May Q2 29/5/2024 5,000 5,000 79,500 1.965 3.843 | 3.852 | 3.860 | 81.4%
17 |20-yr Reopening of MGII 8/43 20 Jun Q2 6/6/2024 5,000 3,000 2,000 84,500 3.475 4123 | 4133 | 4137 | 15.3%
18 [3-yr Reopening of MGS 5/27 3 Jun Q2 13/6/2024 4,500 5,000 89,500 1.682 3.487 | 3.545 | 3.553 | 88.6%
19 [30-yr Reopening of MGII 3/54 30 Jun Q2 21/6/2024 5,000 3,000 2,000 94,500 2.504 4220 | 4.241 | 4.249 | 36.0%
20 |5-yr Reopening of MGS 8/29 5 Jul (03] 1/7/2024 4,500 5,000 99,500 2.187 3.663 | 3.672 | 3.679 | 63.5%
21 |10-yr Reopening of MGII 11/34 10 Jul Q3 4,500
22 |15-yr Reopening of MGS 4/39 15 Jul Q3 5,000 X
23 |7-yr Reopening of MGII 10/31 7 Aug [0x] 5,000
24 [30-yr Reopening of MGS 3/53 30 Aug Q3 5,000 X
25 |5-yr Reopening of MGII 7/29 5 Aug (03] 4,500
26 |10-yr Reopening of MGS 7/34 10 Aug Q3 5,000
27 |20-yr Reopening of MGII 8/43 20 Sep Q3 4,500 X
28 |7-yr Reopening of MGS 4/31 7 Sep Q3 4,500
29 [30-yr Reopening of MGII 3/54 30 Sep Q3 5,000 X
30 |[3-yr Reopening of MGS 5/27 3 Oct Q4 4,500
31 |10-yr Reopening of MGII 11/34 10 Oct Q4 4,500
32 [20-yr Reopening of MGS 5/44 20 Oct [0 5,000 X
33 |7-yr Reopening of MGII 10/31 7 Oct Q4 5,000
34 |15-yr Reopening of MGS 4/39) 15 Nov 4 5,000 X
35 |5-yr Reopening of MGII 7/29 5 Nov Q4 4,500
36 |10-yr Reopening of MGS 7/34 10 Nov [0 5,000
37 |3-yr Reopening of Gll 9/27 3 Dec QU 4,500
Gross MGS/GII supply in 2024 178,000 81,500 18,000 - PROJECTED TOTAL ISSUANCE = RM180b

Source: Bloomberg, BNM, HLBB Global Markets Research
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Gross issuance of RM15.0b in June — three issuances of RM5bn
each (inclusive of two auctions with private placements of
RM?2.0b each)

More modest auctions overall in June with average BTC of
2.40x, (May: 2.56x), depressed by a weak 3Y benchmark MGS
reopening which recorded the lowest BTC (1.682x) this year
For July, gross issuance likely totaling RM15.0b from the three
scheduled auctions

Net issuance minimal for the month, with the maturity of
RM11.0b of the MGS 7/24, with maturities scheduled for the
following 3 months through October as well

Projected Issuances vs Actual Maturities 2024 (RM bn)

W Maturities m Issuances
FEB  MAR APR MAY JUN JUL  AUG  SEP NOV  DEC
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MGS/GII Trading Volume inched higher in June; expected to climb further in July

MGS/GII 12-month rolling volume * Secondary trading in MGS/GIl rose to RM67.9bn in June (May:
100,000 = MGS mall RM64.8bn), with both MGS and GllI seeing higher volumes versus
90,000 the month before

80,000
70,000

60,000 * The newly reopened 3Y MGS 5/27, and 3Y benchmark GIl 9/26

igﬁg led trading for the month in the respective markets

30,000

ig%g I I * Notable trading interest also seen in the now matured off-the-
0 run MGS 6/24, benchmark 5Y MGS, 7Y MGS and 10Y MGS and Gl

Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24 bondS as We” as in the off-the-run MGS 9/24
’

Top Traded MGS in June 24 Volume (RM 'mil) Top Traded Gl inJune 24 Volume (RM 'mil)

MGS 5/27 (3Y) 4,248.6 Gll 9/26 (3Y) 3,607.1
MGS 6/24 4,242.6 Gll 8/33 (10Y) 2,540.0
MGS 4/31 (7Y) 3,803.9 Gll 8/43 (20Y) 2,274.6
MGS 9/24 3,773.4 Gll 10/25 2,075.0
MGS 8/29 (5Y) 3,348.6 Gll 10/24 1,927.0
MGS 11/33 (10Y) 3,318.8 Gl 9/30 1,582.4
MGS 3/25 2,376.2 Gll 7/28 (5Y) 1,553.2
MGS 9/25 2,299.1 Gll 10/32 1,361.9
MGS 7/32 1,176.5 Gll 7/29 1,205.9
MGS 6/28 1,075.2 Gll 9/39 (15Y) 1,017.5

Source: BPAM, HLBB Global Markets Research
Note: (brackets) denotes benchmark
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Corporate/Sukuk secondary trading volumes fell in June; new issuance surged

Govt-Guaranteed/Corporate Bond/Sukuk * Trading in Corps/Sukuk fell to RM12.9b in June (May: RM14.8b), driven
12-monthrolling volume by a plunge in the trading of GGs for the month
Quasi WAAA mAA

18,000 * New issuances for the month surged to RM11.7b in June (May: RM7.8b),
16,000
14,000 with PASB, PRASA and CAGA and DIGI tapping the primary market amidst
12,000 a few issuances by financials; we expect issuance in the corporate space
10,000 . .
8,000 to increase further in July
6,000
4,000 . . . T . . .
2,000 * Sizeable issues in the pipeline this month include a possible DANAINFRA

0 (RM2.0bn), CIMB Senior (RM1.5bn), Benih Restu (RM800m) Bank Islam
Jul-23 sep-23 Nov-23 fan-24 Mar-24 Miay-24 Senior (RM500m), SunREIT (RM400m) and Sunway Perp (RM200-400m)

Top Traded Corporate Bonds/Sukuk in June 24 Volume (RM mil) Last Done Yield (%) Top Corporate/Sukuk Issuance in June 24 Rating Amount Issued (RM 'm)
PRASARANA IMTN 4.540% 03.03.2042 (Series 7) 240 4.119 PASB IMTN 4.070% 03.06.2039 - Issue No. 42 GG 1,080
PTPTN IMTN 4.220% 28.02.2028 20 3.678 HLBANK 4.050% 09.06.20.34 (Tranc.h.e 5) AA1 1,000

BGSM MGMT IMTN 4.470% 13.08.2027 - Issue No 25 200 3,988 CIMB 4.310% Perpetual Capital Securities - T7 Al 1,000
CAGAMAS IMTN 4.000% 28.06.2034 AAA 800

TENAGA IMTN 5.570% 28.06.2047 190 4.280 AMBANK MTN 2556D 19.6.2031 AA2 800
GENTING RMTN MTN 3653D 25.3.2032 - Tranche 4 181 4,780 PASB IMTN 3.980% 04.06.2031 - Issue No. 49 AAA 520
1JM TREASURY IMTN 4.400% 21.03.2039 - Series 1 T1 175 4.229 CAGAMAS MTN 3.620% 19.6.2025 AAA 500
JOHORCORP IMTN 4.540% 06.07.2033 140 4.008 AMBANK M:rN 3652D. 19..6.2034 A2 500

YTL POWER IMTN 4.180% 18.03.2036 135 4.152 DIGI IMTN 3.850% 27.06.2029 - Tranche No 9 AAA 500

YTL CORP MTN 4383D 27.9.2035 125 4.200 DIGI IMTN 3.930% 27.06.2031 - Tranche No 10 AAA 500

Source: BNM, BPAM, HLBB Global Markets Research
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US Bonds Outlook July 2024 - yields likely to trade in a range

Fed Funds

Key Events for the Month
Event

Rate (upper 5.50% 5.50% 5.25% 5.00% 4.75% Powell Semiannual Testimony to House
bound) CPI
PPI
UST ylelds Retail Sales
4.63% 4.55% 4.40% 4.25% 4.15% 2Q GDP (A)
4.24% 4.25% 4.15% 4.05% 4.00% PCE Core Deflator

10Y 4.30% 4.35% 4.25% 4.15% 4.05% ADP Employment Change (Jul)
30Y 4.49% 4.55% 4.50% 4.45% 4.40% FOMC
Source: HLBB Global Markets Research

* Weaker than expected ISM indices, with the services reading particularly poor, and a softer monthly employment report gave a bid tone to the market to start
the month, with the 10yr UST yield falling by 10bps to 4.30% from the 4.40% seen at the end of June.

* The FOMC meets on 31 Jul and we expect them to continue to leave rates on hold. Fed Chair Powell, in the first day of his semi-annual testimony to Congress,
highlighted that Fed officials are increasingly wary of potential risks to the labour market as they continue to await more evidence that inflation is moderating,
but stopped short of offering guidance for the timing of expected interest rate reductions.

* Continued gains in the polls for Republican candidate Donald Trump will likely result in an upward bias in yields, particularly in the longer-dated tenors, as the
market views a more inflationary environment under a Trump presidency as opposed to a Biden one.

* Expect yields to trade in a range for the rest of the month, as the US economy and inflation continues to show signs of moderating, with the UST curve

expected to steepen slightly. //////
Il
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MYR Bonds Outlook July 2024 — upward bias for yields

3.00% 3.00% 3.00% 3.00% 3.00% Event
BNM MPC

MGS ields i i
J) Trade Balance & Exports
3.49% 3.65% 3.70% 3.75% 3.75%
’ ’ ’ ’ ’ 2Q GDP (A)
3.64% 3.75% 3.80% 3.85% 3.90% S
1) 3.85% 3.95% 4.00% 4.05% 4.05% C
20Y 4.11% 4.20% 4.25% 4.25% 4.25%

Source: HLBB Global Markets Research

* We continue to foresee an unchanged OPR for the next BNM MPC meeting on Jul 11, and for the remainder of 2024. Data that we have got so far suggests
that 2Q growth domestically should be on the strong side. Inflation rose in May to 2.0% y/y after printing at 1.8% y/y for the previous 3 months, and June’s
CPI print will provide more clues as to whether there has been a broader adjustment of prices in response to the diesel subsidy rationalization which took
place on June 10.

* In terms of supply, three auctions are scheduled for this month (5yr MGS reopening, 10yr Gll reopening and 15yr MGS reopening) after the three we had in
June. The supply dynamics remain favorable with net supply to be minimal for the month with the upcoming maturity of RM11bn of the MGS 7/24, so the
auctions are likely to witness some of that money being put back to work.

* Government bonds yields are expected to trade with an upward bias for the remainder of the month, on the strong growth picture and rising inflationary
risks domestically. Continued solid demand seen in Corporates/Sukuks is expected to keep credit spreads supported.
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any particul ar
recipient. The information contained her ein does not constitute the provision of investment advice andis notintended as an offer or solicitation with respecttothe
purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or commitment whatsoever.

The information contained in this publicationis derived from data obtained from sources believed by Hong Leong Bank Ber had (“HLBB”) to be reliable and ingood
faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the data. Any opinions
expressed reflect the current judgment of the authors of the report and do not necessarilyrepresent the opinion of HLBB or any of the companies within the Hong
Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not necessarily correspond to the opinions of
HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a reader or recipient th ereof in the event that any matter
stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have anyresponsibility or liability to any person or recipi ent (whether by reason of negligence,
negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in or derived from or
omission from the reports or matter. HLBB may, to the extent permitted by law, buy, sell or hold significantly long or short positions; act as investment and/or
commercial bankers; be represented on the board of the issuers; and/or engage in ‘market making’ of securities mentioned herein. The past performance of
financial instruments is notindicati ve of future results. Whilst every effortis made to ensure that statements of facts made int his report are accurate, all estimates,
projections, forecasts, expressions of opinion and other subjecti ve judgments contained in this report ar e based on assumpti ons considered to be reasonabl e as of
the date of the documentin which they are contained and must notbe construed as a representation that the matters referred to therein will occur. Any projections
or forecasts mentioned in this report maynot be achieved due to multiple riskfactors i ncludi ng without limitation mar ket wvolatility, sector vol atility, corporate actions
the unavailability of complete and accurate information. No assurance can be given that any opinion described herein would yield favorable investment results.
Recipients who are not mar ket professional or institutional investor customer of HLBB should seek the advice of their independent financial advisor prior to taking
any investment decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, howewer the inclusion of alink does notimply that HLBB endorses, recommends or
approves any material on the linked page or accessible fromit. Such linked websites ar e accessed entirely at your own risk HLBB does not accept res ponsi bility
whatsoever for any such material, nor for consequences of its use.

This reportis not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This reportis for the use of the addressees only and may
not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without the prior, written consent of HLBB.
The manner of distributing this report maybe restricted bylaw or regulation in certain countries. Persons into whose poss ession this report maycome ar e required
to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof agrees to be bound by the foregoing limitations.



