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May 2025 US Bond Market Review

R e aenay Custom Curve Actions » Table Export » Settings ~ [Z Graph Curves
i R ST — S — 2025 Fed cuts priced plunged in May, with some pushed out
to 2026
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Source: Bloomberg, HLBB Global Markets Research
«  USTs were softer across the maturity spectrum in May, with the markets pricing « The FOMC left rates steady for a third time on the trot during its May 07
out the chances of sharp economic slowdown after the tariff temperature subsided meeting and the minutes of the meeting suggested that Fed policymakers
during the month with the US and China agreeing to reduce the high punitive agreed on a cautious approach to monetary policy amidst elevated
bilateral tariffs on each other. An increased scrutiny of the US government finances uncertainty over trade, fiscal, regulatory, and immigration policies.
also contributed to weaker bond prices, with the Trump tax bills making their way
through the US Congress. *  The futures markets’ pricing of Fed cuts for 2025 rose collapsed during the
month after the reduction of the tariff temperature mid-month lowered the
«  Economic data for the month was decent. The ISM indices for April were better chances of a sharp impending recession, and ended the month pricing in
than anticipated, with a smaller than expected decline in manufacturing and an about 2 cuts from the Fed for the year, with a little more priced in for 2026
unexpected increase in the services measure. The monthly employment report instead
continued to indicate a healthy labour market, while inflation indicators for the
month were slightly cooler than expected on balance. *  Futures markets pricing of Fed cuts as at the end of May stood as follows:
« 2025 rate cuts priced plunged to 55bps (from 102bps at end Apr)
*  The UST curve bear-flattened marginally during the month: » 2026 rate cuts priced rose to 59bps (from 35bps at end Apr)

«  2yryield advanced by 30bps to 3.90%
*  10yryield rose by 24bps to 4.40%
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May 2025 MYR Bond Market Review
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*  MYR govt bonds continued to rally in May, with a dovish tilt seen by BNM in highlighting 2.0 I II I
growing downside risks to growth during their MPC decision to hold rates steady for a
twelfth straight meeting on May 08. Economic data for the month was decent - final 1Q 4.0

0

o

GDP was revised a notch lower versus the advanced reading, while both industrial -6
production for March and exports for April surpassed expectations, albeit likely as a
result of continued front-loading ahead of possible higher tariffs making a return after
the 90-day pause. Inflation was steady, with CPI for April holding steady at 1.4% y/y. -10.0

o

-8.

o

«  Benchmark yields ended the month lower between 2 and 20bps, with the long end of the 120

curve underperforming for the month in line with the weakness seen in longer-dated -14.0
bonds globally.
m3Y m5Y m7Y m10Y m20Y m30Y

« Corporate bonds were also firmer in May with CAGA and AAA-rated bonds

outperforming the lower grade segments. ;"
f’/////

Source: BPAM, HLBB Global Markets Research
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Offshore foreign holdings surged further in May to a record high; driven by increases in MGS holdings

N T otal Foreign Holdings in Malaysia Debt Securities (RN "mil LHS)

S5-yr MGS (2 RHS)

310000 425
290000
3.75
270000
250000 325
230000
210000 275
May: RM302.1bn
190000 (Apr: RM288.7bn)
MGS(+RM12.5bn) 225
170000 RM282.4bn or circa 22.4% of Gl (+RM1.8bn)
government bonds held by
150000 foreigners as at end May 2025 1.75
Jan 16 Jan 17 Jan 18 Jan 19 Jan 20 Jan 21 Jan 22 Jan 23 Jan 24 Jan 25

Source: BNM, Bloomberg, HLBB Global Markets Research

* Offshore foreign holdings of Malaysian debt securities surged again in May to a record high, with the increase for the
month the largest since May 2014, climbing by RM13.4bn to RM302.1bn versus the RM288.7bn as of the end of April

* The increase was driven primarily by an increase in the holdings of MGS (+RM12.5bn). Holdings of GllI (+RM1.8bn) and
Corporate Bonds (+RM0.8bn) also saw increases for the month

* Holdings of MTB (-RM1.5bn) and Sukuk (-RM0.2bn) registered decreases, while holdings of MITB were little changed
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RM10.0bn of gross MGS/GII issuance in May; RM14.0bn of issuance likely in June

MGS/GII issuance pipeline in 2025

Tenure Tender Quarter Tender Projected Actual Actual Total BTC Low Averag High Cut-off . Gross issuance of RM10bn was seen in May from the 2 SChedU|ed
(yrs) Month Date Issuance Auction Private Issuance (times) e . . .
size  lssuance Placement  YTD auctions - a new issuance of RM5bn 5yr MGS and a new issuance

(RM mil) _ (RM mil)
1 |7-yr Reopening of MGS 07/32 7 Jan Q1 7/112025 4,000 5,000 5,000 2.808 3.791 | 3.799 | 3.803 | 51.7% Of RM3 bn zoyr GH (pl us RM 2bn P P)
2 [15.5yr NewIssue of MGII (Maton 07/40f 15 | Jan | Q1 | 14/1/2025 5000 3,000 1,000] 9,000] 4280 [3.960 | 3.974 | 3.978 | 57.9% . Auctions in May were not as well received versus the month
3 [3-yr Reopening of MGII 07/28 3 Jan Q1 23/1/2025 4,000 5,500 14,500 2.623 3.549 | 3.561 | 3.564 | 90.6% . .
4 [30yr Reopening of MGS 03/53 30 | Feb | Q1 | 50272025 4000| 2500]  2,000] 19,000] 2360 |4.160 | 4186 | 4191 | 746% before, with an average BTC for the month of 2.577x (Apr: 2.765x),
5 |7-yr Reopening of MGII 10/31 7 Feb Q1 | 12/2/2025 5,000 | 5,000 24,000| 2.867 |3.777 | 3.785 | 3.790 | 56.9% d ragged lower by moderate demand for the Syr MGS new issuance
6 [20-yr Reopening of MGS 05/44 20 Feb Q1 20/2/2025 4,000 2,500 2,000 | 28,500 2.987 4.060 | 4.068 | 4.071 | 45.0% . . .
7 |5.59r NewlIssue of MGIT (Maton 08/30) | 5 | Feb | Q1 | 277272025 5000| 5500 34000| 3165 | 3620 | 3635 | 3.639 | 27.0% « For June, we are likely to see higher gross issuance of RM14.0bn
8 |15-yr Reopening of MGS 04/39 15 Mar Q1 7/3/2025 4,000 3,000 1,000 38,000 3.018 3.950 | 3.956 | 3.960 | 6.3% from 3 scheduled auctions - we expect a RM S-Obn ‘I Oyr MGS new
9 [30-yr Reopening of MGII 03/54 30 Mar Q1 13/3/2025 4,500 3,000 2,000 | 43,000 3.077 4164 | 4.169 | 4.171 | 50.0%
10 [10:yr Reopening of MGS 07/34 10 | Mar | o1 [27/32025|  4000] 5000 48000 1.670 | 3.750 | 3.764 | 3.772 | 12.5% issuance, after the RM4.0bn 15yr MGS reopening and RM5.0bn
11 |15-yr Reopening of MGII 07/40 15 Apr Q2 714/2025 4,000 3,000 1,000 52,000 3.362 3.735| 3.748 | 3.754 | 41.7% H
12 |3-yr Reopening of MGS 04/28 3 Apr Q2 14/4/2025 5,000 5,000 57,000 3.177 3.459 | 3.467 | 3473 | 6.1% 3oyr GII reopenlng that we have already had for the month
13 |10y Newlssue of MGI (Maton 04/35) | 10 | Apr | Q2 [29/4/205| 4500 5000 62000 1995 | 3578 | 3612 | 3625 | 31.4% + There are no maturities scheduled for the month, but supply
14 |5-yr New Issue of MGS (Mat on 05/30) 5 May Q2 14/5/2025 5,000 5,000 67,000 2.133 3.318 | 3.336 | 3.345 | 91.3% . T . e .
15 |20-yr New Issue of MGII (Mat on 05/45) 20 May Q2 29/5/2025 4,500 3,000 2,000 | 72,000 3.318 3.770 | 3.775 | 3.780 | 45.2% dynamlcs WI” Improve from JU|y onwa rdS, Wlth bond maturities in 4
16 |15-yr Reopening of MGS 04/39 15 | Jun | Q2 | 962025 4000 3000| 1,000] 76000| 2857 |3.704| 3712 | 3.717 | 68.4% consecutive months
17 |30-yr Reopening of MGII 03/54 30 Jun Q2 13/6/2025 5,000 3,000 2,000 81,000 3.295 4.000 | 4.010 | 4.018 | 62.0%
18 [10-yr New Issue of MGS (Mat on 07/35) 10 Jun Q2 5,000 81,000
19 |7-yr Reopening of MGII 10/31 7 Jul Q3 5,000 81,000 . .
2 |30y Newlssue of MGS (Maton 07555 | 30 | Jul | @3 5000 S Projected Issuances vs Actual Maturities 2025 (RM bn)
21 [10-yr Reopening of MGII 04/35 10 Jul Q3 4,000 81,000 30.0
22 |20-yr Reopening of MGS 05/44 20 Aug Q3 4,500 81,000 B Maturities  m lssuances
23 |15-yr Reopening of MGII 07/40 15 Aug Q3 4,000 81,000
24 |5-yr Reopening of MGS 5/30 5 Aug Q3 5,000 81,000 250
25 |20-yr Reopening of MGII 05/45 20 Aug Q3 4,500 81,000
26 |3-yr Reopening of MGS 04/28 3 Sep Q3 5,000 81,000 20.0
27 |30-yr NewIssue of MGII (Mat on 09/55)(f 30 Sep Q3 5,000 81,000
28 |15-yr Reopening of MGS 04/39 15 Sep Q3 4,000 81,000
29 [3-yr Reopening of MGII 07/28 3 Sep Q3 5,000 81,000 150
30 [30-yr Reopening of MGS 07/55 30 Oct Q4 5,000 81,000
31 |5:yr Reopening of MGII 08/30 5 | ot | Q4 5,000 81,000 10.0
32 |20-yr Reopening of MGS 05/44 20 Oct Q4 4,500 81,000
33 [10-yr Reopening of MGII 04/35 10 Nov Q4 4,000 81,000 50
34 |7-yr Reopening of MGS 07/32 7 Nov Q4 5,000 81,000 '
35 |20-yr Reopening of MGII 05/45 20 | Nov | 4 4,500 81,000 I I
36 [10-yr Reopening of MGS 07/35 10 Dec Q4 4,000 81,000 0.0

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC

Gross MGS/GII supply in 2025 168,500 | 67,000 14,000 | 81,000 PROJECTED TOTAL ISSUANCE = RM168.5bn

Source: Bloomberg, BNM, HLBB Global Markets Research W
/
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MGS/GII trading volume moderated in May; expected to decline further in June

MGS/GlI 12-month rolling volume « Secondary trading in MGS/GII receded to RM163.5bn in May (Apr:
uMGs mGl RM189.2bn), with declines seen in both MGS and GII trading for

200,000
the month

180,000
160,000
140,000
120,000

« The off-the-run MGS 9/25 and benchmark 7Y GII 10/31 again
both led trading for the month in the MGS and GII markets

100,000

80,000 respectively

60,000

:gﬁg « Strong trading interest was also seen in the benchmark 3Y GII, 7Y
"o MGS and 10Y MGS/GII, as well as in the off-the-run MGS 7/26

Jun-24 Jul-24 Aug-24 Sep-24 Oct-24 Nov-24 Dec-24 Jan-25 Feb-25 Mar-25 Apr-25 May-25

Top Traded MGS in May 25 Volume (RM 'mil) Top Traded Gll in May 25 Volume (RM 'mil)

MGS 9/25 24,978.2 Gll 10/31 (7Y) 9,247.0
MGS 7/34 (10Y) 8,371.8 Gll 4/35 (10Y) 5,932.4
MGS 7/26 7,159.2 Gll 7/28 (3Y) 5,875.5
MGS 7/32 (7Y) 6,077.9 Gll 11/34 4,782.2
MGS 5/27 5,533.0 Gll 10/25 4,452.2
MGS 4/28 (3Y) 5,445.1 Gl 9/30 4,295.0
MGS 8/29 4,648.5 Gll 10/32 4,014.8
MGS 5/30 (5Y) 4,628.0 Gll 7/36 3,841.2
MGS 4/31 3,539.1 Gll 8/30 (5Y) 3,359.6
MGS 11/33 1,956.4 Gll 8/33 3,086.7

Source: BPAM, HLBB Global Markets Research
Note: (brackets) denotes benchmark
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Corporate/Sukuk secondary trading rose in May; new issuances plunged

Govt-Guaranteed/Corporate Bond/Sukuk » Trading in Corps/Sukuk climbed to RM19.9bn in May (Apr: RM17.6bn),
12-monthrolling volume driven by an increase in the trading of government guaranteed papers
Quasi WAAA mAA
22,000 * New issuances for the month plunged to RM6.1bn in May (Apr:
ig:gg RM14.4bn), driven by a significant drop in the issuance by the quasi
16,000 government sector and a decline in the corporate guaranteed
ﬂg% segment; we expect issuance in the corporate/sukuk space to pick up
10,000 injune
8,000
6,000
4,000 « Among the possible further issuances in the pipeline this month
ng include new issues from RHB (RM1.0bn), DANAINFRA (RM1.0bn) and
Jun-24 Aug-24 Oct-24 Dec-24 Feb-25 Apr-25 uoB (RM500m)

Top Traded Corporate Bonds/Sukuk in May 25 Volume (RM mil) Last Done Yield (%) Top Corporate/Sukuk Issuance in May 25 Rating Amount Issued (RM 'mil)

MAYBANK IMTN 2.900% 09.10.2030 330 3.526 MAYBANKISLM 3.730% 22.05.2035 GG 1,000
DANAINFRA IMTN 4.580% 20.10.2032 320 3.558 IMTIAZ Il IMTN 3.980% 05.05.2032 AAA 880

LPPSA IMTN 3.840% 06.02.2032 - Tranche No. 1 300 3.641 MAYBANK SUBORDINATED SUKUK 3.840% 29.05.2037 AAA 750
LPPSA IMTN 3.880% 06.02.2035 - Tranche No. 2 280 3.626 AEON CREDIT SENIOR SUKUK (S9T1) 4.080% 20.05.2032 AAA 400
GENTING RMTN MTN 3653D 08.11.2029 - Tranche 1 265 4.150 AKSB Tranche 1 Sukuk Wakalah 3.770% 28.05.2032 GG 388
CAGAMAS IMTN 3.780% 24.03.2028 260 3.477 PKNS IMTN Series 40 04.05.2028 GG 325
PRASARANA IMTN 0% 28.09.2029 - MTN 2 245 3.344 MALAYAN CEMENT IMTN 4.050% 07.05.2032 GG 300
PRASARANA IMTN 4.180% 27.08.2032 (Series 9) 230 3.552 ISLAM IMTN SUB 4.150% 28.05.2035 (Tranche 8) AA1 250
DANAINFRA IMTN 4.060% 15.07.2039 - Tranche No 143 220 3.759 PKNS IMTN Series 41 03.05.2030 AAl 250
PASB IMTN 4.060% 29.04.2039 - Issue No. 51 205 3.824 CAGAMAS IMTN 3.430% 29.05.2026 GG 200

Source: BNM, BPAM, HLBB Global Markets Research
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US Bonds Outlook June 2025 - bonds likely to remain bid on heightened geopolitical tensions

Fed Funds
Rate (upper
bound)

UST vyields
ty Current @ 17 Jun Q1 2026
0

Key Events for the Month
Event
FOMC Decision
Preliminary June PMIs

Fed Chair Semi-Annual Testimony

GDP1QT
3.95% 3.90% 3.60% 3.35% 3.10% Core PCE Price Index

3.99% 3.95% 3.80% 3.55% 3.30%
4.39% 4.35% 4.20% 4.00% 3.80%
4.89% 4.85% 4.75% 4.60% 4.45%

Source: HLBB Global Markets Research

« Bonds have been little changed in May thus far with the 10yr UST inching lower to 4.39% from 4.40% as of end May and the UST curve flattening marginally, amidst
a serious escalation in the geopolitical temperature in the Middle East with Israel and Iran trading blows daily since June 12. However, the growing concern over US
government finances has tempered what would usually have been a flight to quality move lower in yields. The Fed is likely to continue to adopt a wait and see
approach to policy and hold rates steady for a fourth straight meeting when the FOMC meets on June 18 as they continue to digest the implications from the
numerous headwinds. The amount of Fed cuts priced in 2025 declined further to 46bps from the 55bps priced as at end-May.

« The ISM indices for May dipped, with the services measure notably moving into contractionary territory and retail sales for May came in weaker than expected,
signally that economic momentum is slowing, but the labour market continues to remain healthy with the monthly employment report coming in a touch better
than anticipated. Price pressures remain muted for now, with both CPI and PPI for May coming in cooler than expected.

« Bonds are expected to remain supported for the rest of the month given the geopolitical situation and we expect bond yields to grind lower, with the markets
looking to the June 18 FOMC statement and Fed Chair Powell's semi-annual testimony to Congress on June 24 for more clarity on the path of policy for the year.
Further out, we see bonds continuing to perform as the economy slows further and the Fed resuming its policy easing in 2H25.
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MYR Bonds Outlook June 2025 - continue to remain constructive

3.00% 3.00% 2.75% 2.75% 2.75% Date Event

MGS yields
o Current @ 17 Jun
A

20 Jun Trade Balance & Exports
24 Jun  CPI

3.21% 3.20% 3.05% 2.95% 2.90%
3.27% 3.25% 3.15% 3.10% 3.05%
3.59% 3.55% 3.45% 3.40% 3.40%
3.81% 3.80% 3.70% 3.65% 3.65%

Source: HLBB Global Markets Research

* MYR bonds have corrected slightly with benchmark MGS yields rising by about 2-7bps since the end of previous month, after the significant bond rally
that we had in April and May that was driven by both domestic and foreign buying. The impending expansion of the sales and service tax is likely to
result in a slight slowdown of economic momentum, but this will likely be tempered by a continued healthy job market, with the latest monthly jobless
rate declining to a decade low of 3.0%

« Industrial production for April came out below expectations, signaling a possible further slowing of economic momentum in 2Q. Exports for May are
expected to moderate as the front-loading we had in the months before fizzles out.

+ Government bonds yields are expected continue to decline as we approach the end of the 90-day reprieve in the reciprocal tariffs, and the deteriorating
geopolitical situation is likely to result in a constructive tone for government bonds. BNM is likely to undertake a precautionary reduction in its policy
rate in 3Q25 to keep the economy on a positive footing. Corporate/Sukuk spreads are expected to widen as government bond yields fall further, but
solid demand for paper is expected to result in the widening being limited.
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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.



