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Key Themes and Outlook for 2024

* Timing and pace of monetary policy easing to correlate with both inflation and growth outlook
* Ongoing and potentially new emerging geopolitical risks are the biggest wild cards

» US election risks has yet to be priced in and could swiftly swing markets

e China’s stressed property market to be a drag on yuan and dollar-denominated bonds

* Expectations for lower interest rates to benefit global bond portfolios in 2024

e Lower UST yields due to easing inflationary conditions and soft landing

* Lower MGS/GII yields - expectations for OPR to stay pat; support from well-diversified local
investment institutions

* Lower SGS yields to mirror UST movements; AAA-rated sovereign status a strong positive
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Global Growth and Inflation Outlook

Real GDP (%YQY) CPI (%YOY)
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Source: IMF, HLBB Global Markets Research

* Overall softer growth outlook in 2024 — soft landing * Inflation outlook continues moderating in 2024...but
remains elevated and above pre-pandemic levels
* Slower growth among advanced economies vis-a-vis
faster growth among emerging economies * Upside risks to inflation from geopolitical tensions in
the Middle-east and Red Sea shipping rerouting
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US Fixed Income - Easing inflationary expectations and dovish rate outlook to
drive bond yields lower
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Source: Fed, Bloomberg, HLBB Global Markets Research

* Moderating inflation outlook and added signs of a soft landing in the US economy taking the brunt of earlier aggressive rate hikes and
dissipating post-pandemic aids prompted a dovish pivot from the Fed.

* Astill firm job market and resilient US economy however suggests the Fed could push back timing of its first rate cut to May or even
later, and at a measured pace.

* The Fed’s dot plot reflects cumulative projected rate cuts of 75bps for 2024, bringing the Fed Funds Rate to 4.50-4.75% by end 2024,
and further down to 3.50-3.75% by end 2025. This followed rapid hikes totaling 525bps from 0.00-0.25% in March 2022 to 5.25-5.50%
in July 2023.

* Thevyield curve is a precursor and often, reliable predictor of recession and remains inverted; despite reduced inversion in 2s10s from

55bps to 37bps at the end of 2023
/
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US Fixed Income — Lower bond yields; bright prospects for Investment Grade

Generic UST Yields (%)
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Source: Bloomberg, HLBB Global Markets Research

Global bonds and equities rose 6% and 20% in 2023 (using Bloomberg aggregate bond and global indices), a recovery compared to the sell-
off seen prior year. The curve steepened as UST yields settled between -18bps to +7bps.

We expect sustenance in yield curve steepness' indicating falling expectations for future inflation and subsequently rate cuts; whilst also
seeing higher demand for duration.

IG credit may hold-up during slowing growth conditions with companies maintaining balance sheet strength by refinancing debt at lower
yields. Nevertheless concerns may arise if economy slows™ thus impacting revenue, sales margin and collection.

On the flip side, if good credit conditions persist, we are positive on IG in sectors such as banking, REITS, energy and communication with
OAS eventually easing below 115-175bps levels; with a duration preference of between 7-10 years.
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Malaysia Fixed Income — Lower yields on optimism over fiscal deficit reduction, OPR
pause expectations and stable MYR

Benchmark MGS Yields (%)
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* In 2023, both MGS/GII fell between 19-35bps as at end-Dec
2022 2023E 2024F ’ / P

2023 amid rising interest rate cycle due to persistent inflation.
GDP (%) 8.2 3.8 4.7 * We expect OPR to stay pat at 3.00% in 2024.

Inflation (%) 33 )5 39 * Strategy-wise we like the 10Y GG (~15bps spread), 5-7Y AAA
(35-45bps spreads) and 15-20Y AA2-rated bonds (~50-70bps

OPR (%) 2.75 3.00 3.00 spreads in sectors comprising toll and port operators and

USD/MYR 4.4040 4.5940 4.39 utilities (i.e. telco, electricity, water, sewerage).

Source: BNM, Bloomberg, HLBB Global Markets Research
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Malaysia — Continuous fiscal consolidation towards deficit target of 4.3% of GDP;

lesser issuance in gross MGS/GII supply projected @ circa RM178b

FEDERAL GOVT REVENUE & EXPENDITURE

RM (Billion)

Revenue 2944 303.2 307.6
Operating Expenditure 292.7 300.1 303.8
Current balance Surplus/(Deficit) 1.7 3.1 38
Gross Development Expenditure 71.6 97.0 50.0
less: loan recoverables 1.4 0.7 0.8
Net Development Expenditure 70.2 96.3 89.2
Misc: COVID-19 Fund 310

Overall surplus/(deficit) (99.5) (93.2) (85.4)
Fiscal Deficit as a % of GDP 5.6 5.0 43

Source: MOF, HLBB Global Markets Research

Medium-Term Fiscal Framework (MTFF), 2024 — 2026

Revenue
MNon-petrolewn
Petroleum-related

Operating expenditure

Current balance

Gross development
expenditure

Less: Loan recovery

MNet development
expenditure

Overall balance

Primary balance

2024 - 2026
RM BILLIOMN

986.9
B16.2
1707
Q27F.2

50.7

279.0

1.8

2772

-217.5
-58.0

% OF GDP

15.6
12.9
2.7
14.7
0.9

4.4

0.0

4.4

-32.5
-0.9

* Brightening but still cautious economic outlook in 2024 may pose some challenges to the Federal Government’s fiscal consolidation in

meeting the targeted fiscal deficit target of 4.3% of GDP for 2024 and the 3.5% target under the 3-year MTFF.

* Development expenditure (DE) is expected to decline to RM90.0b on reduced 1MDB expenses; conversely, operating expenditure (OPEX)

expected to increase to RM303.8b .

* In view of projected lower fiscal deficit of RM85.4b in 2024 (2023e: RM93.2b), gross supply is expected at RM178b (2023: RM185b).
* Implementation of announced subsidy reductions are paramount to achieving fiscal target

)/
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Government bond issuances and choice of sector along the curve for 2024

MGS/GII issuance pipeline in 2024

Tenure Tender Quarter Projected Private

R I Number of Issuances
(RM mil)
1 |10-yr Reopening of MGII 8/33 10 Jan o1 5,000 Tenure 2023 2024 Cha nge
2 |30-yr Reopening of MGS 3/53 30 Jan Q1 5,000 *
3 |5-yr Reopening of MGII 7/28 5 Jan Q1 4,500 3Y 5 5 0
4 7-yr Reopening of MGS 4/31 7 Feb Q1 4,500
5 |20-yr Reopening of MGII 8/43 20 Feb Q1 5,000 * 5Y 6 5 -1
6 |3-yr Reopening of MGS 5/27 3 Feb Q1 4,500
7 |15-yr Reopening of MGII 9/39 15 Mar Q1 5,000 < 7Y 6 6 0
8 10-yr Reopening of MGS 11/33 10 Mar Q1 4,500
9 |30-yr New Issue of MGIl (Mat on 3/54) 30 Mar Q1 5,000 i 10Y 6 6 0
10 |5-yr Reopening of MGS 8/29 5 Apr Q1 5,000
11 |7.5-yr New Issue of MGII (Mat on 10/31) 7 Apr Q2 5,000 15Y 4 5 1
12 [15-yr New Issue of MGS (Mat on 4/39) 15 Apr Q2 5,000 *
13 |3-yr Reopening of MGlI 9/26 3 Apr Q2 5,000 ZOY 5 5 0
14 [20-yr New Issue of MGS (Mat on 05/44) 20 May Q2 5,500
15 |15-yr Reopening of MGII 9/39 15 May Q2 5,000 & 30Y 5 5 0
16 |[7-yr Reopening of MGS (4/31 7 May Q2 5,000
17 |[20-yr Reopening of MGII 8/43 20 Jun _ Q2 5,000 & Total 37 37 0
18 ([3-yr Reopening of MGS 5/27 3 Jun Q2 4,500
19 (30-yr Reopening of MGII 3/54 30 Jun Q2 5,000 .
20 |5-yr Reopening of MGS 8/29 5 Jul Q2 4,500 . .
21 |10-yr Reopening of MGll 11/34 10 Jul Q3 4,500 * The Gross issuance supply for 2024 is seen to embrace longer
22 |15-yr Reopening of MGS 4/39) 15 Jul Q3 5,000 * . . . . . .
23 |7-yr Reopening of MGl 10/31 7 Aug 03 5.000 duration i.e. 15Y tenure with corresponding reduction seen in
24 |30-yr Reopening of MGS 3/53 30 Aug Q3 5,000 *
25 |5-yr Reopening of MGII 7/29 5 Aug Q3 4,500 the 5Y sector.
26 |10-yr Reopening of MGS 7/34 10 Au 3 5,000 . . .
27 |20r Reapening of MG 8//43 o | e o 2500 .  We project quarterly issuances to be skewed towards the middle
28 |7-yr Reopening of MGS 4/31 7 Se 3 4,500 . . .
29 3o\fyr Rezpeniﬁg of MG..Q/54 30 Sez 83 5,000 - of the year with heavy issuances in both 2Q2024 and 3Q2024
- i 2 4 . . . . . .
22 ioy;fszzsz::ﬁg:ﬂ,\fé.'.E'/117/34 130 82: 84 2283 (akin to a bell-curve maturity), whilst tapering off in the final
32 ([20-yr Reopening of MGS 5/44 20 Oct Q4 5,000 b
33 |7-yr Reopening of MGII 10/31 7 Oct L Q4 5,000 quarter’
2 |5 Reomonma ot MON 7720 S e | o e * Investors should look out for sizeable maturity windows in 2Q
36 |10-yr Reopening of MGS 7/34 10 Nov Q4 5,000 . .
37 |3-yr Reopening of Gil 9/27 3 Doc o4 2500 and 3Q of 2024 before tapering-off in 4Q2024.
Gross MGS/GII supply in 2024 178,500 TBA

Source: BNM, Bloomberg, HLBB Global Markets Research W
Il
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Maturity profile of MGS/GII/SPK for 2024 and beyond

Maturity Profile of MIGS/GII/SPK as at 1st Jan 2024

- MGS m Gll/SPK
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Quarter Monthly Maturity (RM'm)  Quarterly Maturity (RM'm)
JAN * Attempts to smoothen out the maturity profile extending out from
1 FEB SPK 2/24 5,500 _ _ _
MAR 5,500 2029 as the current maturity profile weighs heavy on the shorter-end
APR of the curve i.e.; 2024-2028 with one 15Y issuance to replace a 5Y one.
2 MAY GIl 5/24 12,500 _ N _
JUN MGS 6/24 21500 34,000 * Re-investments from scheduled bond maturities to be rolled back in
JuL MGS 7/24 11,020 line with new GOM’s ongoing initiatives in addressing the nation’s fiscal
3 AUG Gll 8/24 12,000 o
SEP MGS 9/24 11,000 34,020 and monetary policies.
. ;’g[ GII 10/24 19,500 « 2023's record-breaking gross Corporate Bonds/Sukuk issuances totaling
DEC 19,500 RM117b likely to be exceeded to between RM120-130b in 2024.
Total 93,020 93,020

Source: Bloomberg, BPAM, HLBB Global Markets Research W
Il



¥ HongLeongBank

Foreign holdings in MYR Bonds

Foreign Holdings of Malaysian Debt Securities (RM'000)
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PDS s Short-term bills 5Y MGS vyield (%)
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Source: Bloomberg, HLBB Global Markets Research
* Vast improvement seen in foreign holdings of MYR bonds as at end-December 2023 which spiked ~10%% or

RM23.7b y/y to RM270.4b whilst foreign holdings in MGS jumped by 9% or RM16.9b y/y to RM202.9b and Gll 26%
or RM10.5b to RM50.7b.

* This represents 34.4% of overall outstanding issuances of RM202.9b for MGS and 9.6% of overall outstanding

issuances of Gll of RM50.7b as at December 2023. /
)/
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Singapore Fixed Income — Neutral to Bullish Bias tracking USTs

SISO Actions » 98 Table  Export »  Settings ~ [Z Graph Curves
IX-Axis v Y-Axis ¥ Currency [~ Pcs EElM Lower Chart v . 0,
Specific FEVAJPENN" EYEWEA" Relative 1D 14 1M Hodify L e e = Benchmark SGS Yields (%)
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Source: Bloomberg, HLBB Global Markets Research

* Neutral-to-bullish bias for SGS in 2024 mirroring USTs
* Prefer to long duration with appetite for bank senior (e.g.: BNP, DB, HSBC) and Tier 2 bonds (e.g.: Barclays, Commerzbank) and state-owned
bonds such as those issued by Temasek (e.g.: Singtel, DBS, Mapletree, Keppel, SembCorp Industries).

Foresee further issuances by financial institutions looking to tap the debt market due to funding requirements and relative lack of bank
capital instruments and ongoing revaluation losses on MTM seen in financial assets.

* Emphasis on green bonds premised on the ESG & SRI theme especially by the government-linked sectors and entities
We are positive in most sectors; thus removing our previous risk-averse adoption towards construction and hospitality sector
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2024 projections

UST 10Y 3.93% 3.70-3.90% 3.60-3.80% 3.50-3.60% 3.70-3.90%
MGS 10Y 3.75% 3.65-3.85% 3.60-3.80% 3.55-3.75% 3.65-3.85%
SGS 10Y 2.80% 2.70-2.90% 2.60-2.80% 2.55-2.75% 2.70-2.80%

Sovereigns — Dovish US rate environment may see bonds well-bid in 1Q2024 ahead of any major rate cut
decision. Safe-appeal status and attractive yields may ignite further demand as bond portfolios look to recover

Yields to fall as the Fed is believed to have reached the end of its tightening cycle whilst the Fed dated OIS reveals
one full rate cut in May on the back of easing labour and inflation data. Risk-off appetite may flourish if no

UST geopolitical conflicts and US banking crisis were to re-appear.
Risks — resumption in inflationary conditions, weak USD if “dedolarization” issue materializes

Benign inflation in 1Q2024 will allow BNM to stay pat on OPR.
Some correlation to USTs. Any volatilities may be muted due to strong institutional demand and participation
Risks - weakening MYR against the greenback, fragile unity government being tested

MGS

Positive correlation with UST movements to benefit in terms of lower yield movements; SGD expected to maintain
SGS or even outperform its regional peers as MAS is expected to stay pat in its policy settings in late January.

Decent yields when compared to other similar AAA-rated sovereigns will provide support and appetite

Risks — Open economy subject to vagaries of regional market volatilities; food and rental costs may ignite inflation
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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.



