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December 2024 US Bond Market Review
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R < s : TR Pricing of Fed cuts continued to ease in December
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Source: Bloomberg, HLBB Global Markets Research

* The FOMC reduced the Fed Funds Rate by 25bps as expected on Dec 18, its
third straight reduction, and signaled a more gradual pace of rate cuts to
come. The dot plot released alongside the decision showed reduced
expectations of Fed members with only 2 rate cuts (50bps) penciled in for
2025, versus the 4 rate cuts that was indicated for the year during the last dot
plot in September. The dot plot for 2026 was little changed with the median
remaining at 2 rate reductions.

*  UST yields rose in December, with the exception of the shorter tenors up to 1y
maturity, with longer-dated UST maturities leading the move up in yield.

* Theincrease in yields was mainly driven by the impending return of Donald Trump
to the White House on 20 Jan, and the expansionary fiscal policies expected to be
undertaken by the new administration and the consequential inflationary impact.
The 10yr UST traded in a range of 4.13% to 4.64% for the month where economic
data was generally positive, save for a rise in the unemployment rate. On the
prices front, November CPI was in line with expectations, but PCE numbers came
in a notch cooler than expected.

e The markets dialed back rate cuts further in December, with the futures
markets pricing in less than 2 rate cuts for 2025 as a whole:
* Q125 rate cuts priced receded to 14bps (from 20bps as at end Nov)

«  The UST curve bear steepened for the month: * 2025 rate cuts priced fell further to 43bps (from 64bps at end Nov)

*  2yryield advanced by 9bps to 4.24%
*  10yryield advanced by 40bps to 4.57%
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December 2024 MYR Bond Market Review
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*  MYR govt bonds were mostly weaker in December amidst the bearish UST-led global bond 2.0
backdrop. Economic data for the month was mixed, with October industrial production 1.0 I I II II
falling short of expectations, but November exports were stronger than anticipated, leading 0.0 . I
to a trade surplus that was the largest since Sep 2023. November inflation unexpectedly -1.0 I
declined by a notch to 1.8% y/y from 1.9% y/y, against expectation for a rise to 2.1% y/y. -2.0
*  Benchmark yields ended the month mixed between -2 and +4bps, with the 5Y sector j:z
underperforming on the curve, with the 7Y GIl and 30Y MGS bucking the rise in yields 0

elsewhere for the month.
m3Y m5Y m7Y m10Y m20Y m30Y
*  Corporate bonds were mixed for the month, with longer dated maturities generally
performing better than their short end counterparts. Sector wise, the higher grade segment
did better, with CAGA and the AAA-rated segment outperforming for the month. .-’f.

/

Source: BPAM, HLBB Global Markets Research
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Offshore foreign holdings fell further in December, driven by decline in MGS holdings

HE Total Foreign Holdings in Malaysia Debt Securities (RMW "mil LHS) S-oyr MGS (26 RHS)

310000 A4 25
29290000
3.75
270000
250000 325
Dec: RM275.2bn
230000 (Nov: RM276.6bn)
MGS(-RM1.9bn) 275
210000 GlI (unch)
120000
2.25
RM254.9bn or circa 21.2% of
170000 government bonds held by
foreigners as at end Dec 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
Source: BNM, Bloomberg, HLBB Global Markets Research

» Offshore foreign holdings of Malaysian debt securities declined further in December, falling by RM1.4bn to RM275.2bn,
versus the RM276.6bn seen at the end of November

* The reduction was driven by declines in the holdings of MGS (-RM1.9bn) and MITB (-RM1.3bn)

* This was partially offset by advances seen in the foreign holdings of Corporate Bonds (+RM1.7bn) and Sukuks (+RM0.1bn)
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RM2.0bn of gross MGS/GIl issuance in December; RM14.0bn likely for January

MGS/Gll issuance pipeline in 2025

Tenure Tender Quarter Tender Date Projected  Actual Actual Total BTC Low Average High Cut-off
(yrs)  Month Issuance  Auction Private  Issuance (times)
Size Issuance Placement YTD
(RMmil)  (RMmil)
1 |7-yr Reopening of MGS 07/32 7 Jan Q1 7/1/2025 4,000 5,000 5,000 2.808 3.791 | 3.799 | 3.803 | 51.7%
2 |15.5-yr New Issue of MGII (Mat on 07/40) 15 Jan Q1 5,000 5,000
3 [3-yr Reopening of MGlI 07/28 3 Jan Q1 4,000 5,000
4 [30-yr Reopening of MGS 03/53 30 Feb Ql 5,000 5,000
5 |7-yr Reopening of MGII 10/31 7 Feb Ql 4,000 5,000
6 |20-yr Reopening of MGS 05/44 20 Feb Q1 5,000 5,000
7 |5.5-yr New Issue of MGII (Mat on 08/30) 5 Feb Q1 4,500 5,000
8 |15-yr Reopening of MGS 04/39 15 Mar Q1 5,000 5,000
9 [30-yr Reopening of MGII 03/54 30 Mar Q1 5,000 5,000
10 |10-yr Reopening of MGS 07/34 10 Mar Q1 4,000 5,000
11 |15-yr Reopening of MGlI 07/40 15 Apr Q2 5,000 5,000
12 |3-yr Reopening of MGS 04/28 3 Apr Q2 4,000 5,000
13 [10-yr New Issue of MGII (Mat on 04/35) 10 Apr Q2 4,500 5,000
14 |5-yr New Issue of MGS (Mat on 05/30) 5 May Q2 4,500 5,000
15 |20-yr New Issue of MGII (Mat on 05/45) 20 May Q2 5,000 5,000
16 |15-yr Reopening of MGS 04/39 15 Jun Q2 5,000 5,000
17 |30-yr Reopening of MGII 03/54 30 Jun Q2 5,000 5,000
18 [10-yr New Issue of MGS (Mat on 07/35) 10 Jun Q2 4,500 5,000
19 |7-yr Reopening of MGII 10/31 7 Jul Q3 4,000 5,000
20 [30-yr New Issue of MGS (Mat on 07/55) 30 Jul Q3 5,000 5,000
21 |10-yr Reopening of MGII 04/35 10 Jul Q3 4,000 5,000
22 |20-yr Reopening of MGS 05/44 20 Aug Q3 5,000 5,000
23 |15-yr Reopening of MGII 07/40 15 Aug Q3 5,000 5,000
24 |5-yr Reopening of MGS 5/30 5 Aug Q3 4,000 5,000
25 |20-yr Reopening of MGII 05/45 20 Aug (0%] 5,000 5,000
26 |3-yr Reopening of MGS 04/28 3 Sep Q3 4,000 5,000
27 |30-yr New Issue of MGII (Mat on 09/55) (khg 30 Sep [0x] 5,000 5,000
28 |15-yr Reopening of MGS 04/39 15 Sep Q3 5,000 5,000
29 |3-yr Reopening of MGlI 07/28 3 Sep Q3 4,000 5,000
30 [30-yr Reopening of MGS 07/55 30 Oct Q4 5,000 5,000
31 |5-yr Reopening of MGlI 08/30 5 Oct Q4 4,000 5,000
32 |20-yr Reopening of MGS 05/44 20 Oct Q4 5,000 5,000
33 [10-yr Reopening of MGII 04/35 10 Nov Q4 4,000 5,000
34 |7-yr Reopening of MGS 07/32 7 Nov 4 4,000 5,000
35 |20-yr Reopening of MGII 05/45 20 Nov 4 5,000 5,000
36 |10-yr Reopening of MGS 07/35 10 Dec Q4 4,000 5,000
Gross MGS/GII supply in 2025 164,000 5,000 5,000 PROJECTED TOTAL ISSUANCE = RM164bn

Source: Bloomberg, BNM, HLBB Global Markets Research
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Gross issuance of only RM2.0n was seen in December — with the
reopening of the 10yr MGS being the only auction, with the
government’s reduced funding needs reflected in the small issuance
size.

The auction surprisingly only drew a BTC of 2.015x despite the small
size (Nov: 2.272x)

For January, we are likely to see gross issuance of RM 14.0bn. The first
auction of the year (7yr MGS) was larger than what we expected at
RM5.0bn, and we are likely to see a further RM9.0bn in the remaining
2 auctions for the month (15y Gll and 3y Gll), with no bond maturities
in the pipeline till March.

Projected Issuances vs Actual Maturities 2025 (RM bn)
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MGS/GII trading Volume declined further in December; expected to surge in January

MGS/GII 12-month rolling volume * Secondary trading in MGS/GlI declined to RM72.7bn in Dec (Nov:

®MGS maGll RM78.1bn), driven by a marked decline in MGS trading
120,000

100,000 * The off-the-run MGS 3/25 and off-the-run GIl 10/25 led trading
80,000

for the month in the MGS and Gll markets respectively
60,000
40,000 * Notable trading interest was also seen in the benchmark 7Y MGS
20 000 and 10Y MGS/GlI, as well as in the off-the-run MGS 9/25
0

Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24 Jul-24 Aug-24 Sep-24 Oct-24 Nov-24 Dec-24

Top Traded MGS in December 24 Volume (RM 'mil) Top Traded Gll in December 24 Volume (RM 'mil)

MGS 3/25 8,604.7 Gll 10/25 2,824.2
MGS 4/31 (7Y) 4,095.7 Gl 11/34 (10Y) 2,775.6
MGS 9/25 4,000.6 Gl 7/29 (5Y) 2,586.5
MGS 7/34 (10Y) 3,050.8 Gl 10/31 (7Y) 2,343.9
MGS 8/29 (5Y) 2,696.3 Gll 8/43 (20Y) 2,288.1
MGS 11/33 2,197.7 Gll 10/32 2,136.4
MGS 5/27 (3Y) 1,910.4 Gl 8/33 1,990.0
MGS 6/38 1,668.6 Gl 9/26 (3Y) 1,722.3
MGS 7/26 899.5 Gl 8/25 1,717.4
MGS 6/28 875.2 Gl 9/39 (15Y) 1,404.4

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

Govt-Guaranteed/Corporate Bond/Sukuk
12-monthrolling volume

* Trading in Corps/Sukuk declined to RM11.8bn in December (Nov: RM12.7bn),
driven by a plunge in the trading of AA-rated paper

Quasi EMAAA mAA

ig:g% * New issuances for the month tumbled to RM8.4bn in December (Nov:
16,000 RM13.6bn), with a fall in issuances seen in the corporate universe, especially
14,000 . . . .
12,000 in the higher grade segment of the market; we expect issuance in the
1(83,3003 corporate/sukuk space to remain depressed and head even lower in January.
6:000
4,000 * There is little in terms of sizable issues in the pipeline this month, with
2’003 possible issuances to come from Top Glove (RM800m) and LBS Bina
Jan-24 Mar-24 May-24 Jul-24 Sep-24 Nov-24 (RM300m)
Top Traded Corporate Bonds/Sukuk in December 24 Volume (RM mil)  Last Done Yield (%) Top Corporate/Sukuk Issuance in December 24 Rating Amount Issued (RM 'm)
CAGAMAS MTN 3.800% 06.12.2027 500 3.800 SOUTHKEY MEGAMALL MTN 1095D 20.12.2027 (SERIES 10)| AAA 1,000
DANAINFRA IMTN 4.700% 27.10.2051 - Tranche 24 375 4,220 SDESB IMTN 11.12.2030 - Tranche 4 NR 800
DANAINFRA IMTN 4.700% 10.11.2051 340 4.215 SURIA KLCC IMTN 4.000% 29.06.2035 - Series No. 2 AAA 600
KLK IMTN 4.170% 16.03.2032 270 4.066 CAGAMAS MTN 3.800% 06.12.2027 AAA 500
PUBLIC MTN 2557D 09.4.2025 215 3.591 PBB Tranche 3 Sub-Notes 4.00% 11.12.2034 NR 500
LIZIZ MTN Tranche 1 Series 1 1826D 26.1.2023 212 10.188 SDESB IMTN 10.12.2027 - Tranche 3 NR 350
LIZIZ MTN Tranche 2 Series 17 367D 17.4.2023 156 13.156 EXSIM ASEAN GREEN SRI SUKUK 5.000% 04.06.2029 NR 310
DANAINFRA IMTN 4.240% 26.11.2049 140 4.190 SUNREIT MTN MTN 365D 12.12.2025 NR 300
PRASARANA IMTN 3.970% 28.06.2034 (Series 18) 135 3.889 Mah Sing Sukuk Murabahah 4.50% 14.12.2029 (T4) AAA 250
LPPSA IMTN 4.280% 25.08.2034 - Tranche No 68 125 3.941 PYSB ABS-IMTN 23.12.2033 (CLASS A) AAA 205

Source: BNM, BPAM, HLBB Global Markets Research
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US Bonds Outlook Jan 2025 — more constructive outlook

Key Events for the Month

Fed Funds Event
Rate (upper 4.50% 4.25% 4.00% 4.00% 4.00% Non-Farm Payrolls
bound) -
Retail Sales
mmmm Presidential Inaugaration
6)
4.27% 4.15% 4.05% 4.00% 4.00% FOMC
4.46% 4.30% 4.20% 4.10% 4.00% 4Q GDP (A)
10Y 4.69% 4.50% 4.40% 4.30% 4.20% Core PCE Price Index
30Y 4.93% 4.75% 4.60% 4.50% 4.40%

Source: HLBB Global Markets Research

* Bonds continued to trade lower to kick off the year in early January, with the market continuing to price in the Trump trade with his impending return to the
White House on 20 Jan. The ISM indices for December both registered higher than expected readings, and the level of weekly jobless claims declined to the
lowest level since last February, signally a still resilient labour market.

* The minutes of the Dec 18 FOMC meeting revealed that many Fed officials are inclined to reduce the pace of rate reductions, which ties in with what we saw at
the dot plot that was released alongside the decision to lower rates last month. We think that they will reduce the pace of rate reductions in 1Q to only a single
25bps reduction, most likely in the March FOMC meet.

* We are starting to get more constructive on the UST market here, with a lot of the Trump trade already priced in and the market beginning to veer into oversold
territory. Bond yields are expected to edge lower from current levels for the rest of the month.
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MYR Bonds Outlook Jan 2025 — bond yields expected to be range bound

3.00% 3.00% 3.00% 3.00% 3.00% Event
4Q GDP and 2024 GDP (A)

3.44% 3.45% 3.45% 3.40% 3.40% BNM MPC
3.61% 3.65% 3.60% 3.55% 3.55%

10Y 3.82% 3.85% 3.80% 3.75% 3.70%

20Y 4.04% 4.05% 4.00% 3.95% 3.90%
Source: HLBB Global Markets Research

* MYR bonds have been little changed in January thus far, as start of the year buying interest domestically by funds and banks were offset by a bearish global bond
backdrop. We think that they continue to trade in a range for the rest of the month. Industrial production numbers for November came in stronger than expected
driven by the export-oriented sectors, boding well for growth in 4Q and 2024 as a whole, with the advanced estimate for these scheduled for release on Jan 17.

* BNM maintained both rates and their neutral tone at the MPC in November, and we continue to see them maintaining rates and their neutral stance at the
upcoming MPC on January 22 amidst a continued absence of price pressures domestically, with the implementation of further major subsidy reforms only likely

to take place in the middle of the year.

* Government bonds yields are expected to be range bound for the remainder of the month. Corporates/Sukuks should continue to do perform this month with
little in the way of supply expected.

)/



)§ HonglLeongBank

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.



