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Global Growth Outlook
Real GDP 
(% YOY)

Latest 2 Quarters Actual Forecast Forecast (official)

3Q16 4Q16 2016 2017 2018 2017 2018

World - - 3.1 3.2 (3.1) 3.4 3.4 (3.4) 3.6

DM/ G10
US
Eurozone
UK
Japan

2.5
1.7
1.7
2.0
1.1

1.9
1.9
1.7
2.0
1.6

1.7
1.6 
1.6
1.8
1.0

1.9 (1.7)
2.2 (2.2)
1.4 (1.3)
1.7 (0.7)
1.1 (0.8)

2.0 
2.3 
1.4 
1.3 
1.0

-
2.1 (2.1)
1.8 (1.7)
2.0 (1.4)
1.5 (1.3)

-
2.1 (2.0)
1.7 (1.6)
1.6 (1.5)
1.1 (0.9)

BRICs
China
India

5.1
6.7
7.4

5.7
6.8
7.0

5.2 
6.7 
7.9

5.4 (5.6)
6.5 (6.3)
6.8 (7.7)

5.5
6.2
7.4

-
-

7.8

-
-
-

Asia ex-Japan 6.0 6.0 6.0 5.8 (5.8) 5.7 - -

EMEA 0.8 1.0 1.3 2.2 (2.5) 2.6 - -

Latam -1.8 -1.4 -1.5 1.5 (1.9) 2.6 - -

Source: Bloomberg, official sources
Figures in ( ) are previous forecasts
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Central Bank Policy Rate Outlook

Current 2Q17 3Q17 4Q17

USA 0.75-1.00 1.00-1.25 1.25-1.50 1.25-1.50

Europe 0.00 0.00 0.00 0.00

UK 0.25 0.25 0.25 0.25

Japan -0.10 -0.10 -0.10 -0.10

Australia 1.50 1.50 1.50 1.50

New Zealand 1.75 1.75 1.75 1.75

Malaysia 3.00 3.00 3.00 3.00

Thailand 1.50 1.50 1.50 1.50

Indonesia 4.75 4.75 4.75 4.75

Philippines 3.00 3.00 3.00 3.00

Source: Bloomberg, Global Markets Research
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The US – Growth outlook remains favourable

Housing market intact

Solid job recovery

Quicker expansion in manufacturing and services

Brighter growth outlook

5y avg =  204K

5y avg =  1018K



EU and UK – EU catching up; UK fragile

Steady climb in EU manufacturing Services up in the EU but down in the UK

EU-UK growth continues to converge Continuous improvement in jobless rate



China – Well-paced moderation

Stabilizing retail sales Upticks in manufacturing and services

Measured slowdown to 6.5% in 2017 Exports distorted by seasonal factors but off its t rough

10y avg =  8.9%

10y avg =  15.2%

10y avg =  9.0%

D
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-1
6
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Japan – Emerging green shoots but far from solid

Upticks in housing starts  are holding up

Flattish growth Jobless rate continued to nudge lower

Industrial production picking up in line with 
improvement in global demand



Australia – Softer outlook

Firmer manufacturing; weaker services

Non-mining still languishing at the lowsGrowth rebounded from a 7-year low

Added signs of a softening job market



New Zealand – a mixed bag

Manufacturing and services stay expansionaryLower home sales; sustained gain in house prices

Growth flattening out Softer employment condition



Singapore – very modest pick-up and fragile

Modest uptick in retail salesBroad-based pullback in industrial production

Flattish growth outlook Improving exports in line with regional and global 
trend



Malaysia – moderate growth and higher inflation outlook
Softening domestic demand cushioned by sustained 

increase in net exports

Firmer commodity prices shall augur well with 
Malaysia’s exports outlook

Moderate growth and higher inflation

Pick-up in exports tracking improving global 
outlook



13

FX Outlook – 2Q17

Currency Outlook Comments

USDMYR � • MYR supported by BNM FX measures and fund inflows

EURUSD � • Political risks to weigh down EUR in early 2Q, but room to recover thereafter

GBPUSD � • Re-emergence of Brexit concerns to pressure GBP

USDJPY � • Policy divergence between the Fed and BOJ to weigh down JPY

AUDUSD �
• Downside risk from potential slowing demand from China amid credit tightening

• Prone to RBA talk-down given continued resilience

NZDUSD �
• Downside risk from potential slowing demand from China amid credit tightening

• Prone to RBNZ talk-down given continued resilience

USDSGD � • Renewed strength in USD to outperform a neutral SGD

Source: Global Markets Research
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FX Forecasts

Source: Bloomberg, Global Markets Research

Currency 
Pair

Close on 
31 Mar 17

End 2Q17 
closing

End 3Q17 
closing

End 4Q17 
closing

End 1Q18 
closing

EUR/USD 1.0652 1.05 – 1.07 1.06 – 1.08 1.07 – 1.09 1.08 – 1.10

GBP/USD 1.2550 1.23 – 1.25 1.22 – 1.24 1.21 – 1.23 1.20 – 1.22

USD/JPY 111.39 113 – 115 113 – 115 113 – 115 113 – 115

AUD/USD 0.7629 0.74 – 0.76 0.73 – 0.75 0.71 – 0.73 0.70 – 0.72

NZD/USD 0.7006 0.68 – 0.70 0.67 – 0.69 0.65 – 0.67 0.64 – 0.66

USD/SGD 1.3971 1.40 – 1.42 1.40 – 1.42 1.41 – 1.43 1.42 – 1.44

USD/MYR 4.4255 4.41 – 4.43 4.39 – 4.41 4.41 – 4.43 4.43 – 4.45

EUR/MYR 4.7227 4.68 – 4.70 4.70 – 4.72 4.76 – 4.78 4.83 – 4.85

GBP/MYR 5.5051 5.47 – 5.49 5.40 – 5.42 5.38 – 5.40 5.36 – 5.38

AUD/MYR 3.3826 3.31 – 3.33 3.25 – 3.27 3.17 – 3.19 3.14 – 3.16

SGD/MYR 3.1663 3.12 – 3.14 3.11 – 3.13 3.10 – 3.12 3.09 – 3.11

Source: Global Markets Research



Chart 1

USDMYR: Head & shoulders top potential completion;
sustained downside break at 4.4195 likely to trigger
extended declines that could target 4.3600, possibly even
4.3425.

Resistances: 4.4295, 4.4354, 4.4416
Supports: 4.4215, 4.4195, 4.4060

Chart 2
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FX Technical Analysis

Source: Bloomberg, Global Markets Research

EURUSD: Despite rejection at 1.0874, EURUSD may still be
gunning to complete a head & shoulders bottom. Sustained
break at 1.0874 could confirm onset of a rally that could test
1.1200.

Resistances: 1.0700, 1.0780, 1.0874
Supports: 1.0624, 1.0573, 1.0500



Fixed Income Outlook 

Source : Bloomberg, BNM,  HLB Global Markets Research

• Fed dot projections reaffirming views of prospective 3 interest rate hikes for the full year of 2017 (probability of 2 more
hikes following recent March increase). Pace of interest rate hikes to remain gradual and continues to be data dependent.

• Fed’s Rosengren and Williams expecting prospects of more than total 3 US interest rate hikes in 2017.

Fed normalization cycle remains as a key theme in 2017



Fixed Income Outlook 

Foreign ownership of MYR bonds continue to ease lower for the month of Feb 2017 with Fed hike expectations amplifying louder.
For the month of February 2017, non-resident holdings of MGS was reduced by RM7.4b, bringing latest level to RM158.9b (circa
44.7% of amount outstanding vs January 2017’s 46%). Non-resident holdings of GII at RM20.4b for February 2017 (circa 8.3%
versus previous level of 8.5%). In combined amounts, non-resident holdings of MYR bonds eased to RM204b versus previous
RM211.7b (including short-term bills and corporate bonds/sukuk, lowered from 17.8% to 17.2%). Nevertheless, we opine backstops
from healthy onshore real money demand to provide continued support for the MYR bond scene, as higher yields may again attract
investment interest on value-hunting.

Source : BNM, Bloomberg, HLB Global Markets Research
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RM MilRM Mil
Foreign Holdings in a Snapshot (RM mil) 

MGS

Short -term bills

PDS

GII  (RHS)

S/T Bills :RM10.4b

MGS : RM158.9b =44.7%

GII : RM20.4b (RHS) =8.3%

PDS : RM14.6b



Fixed Income Outlook 

Despite trading sentiments turning a tad more cautious amid looming Fed hike views, recent BTC trends from concluded MGS/GII
auction have gradually moved back to healthier BTC covers. Latest 7-year MGS 9/24 managed to secure a healthy 2.06x BTC
thanks to continue onshore real money support.

Source : BNM, Bloomberg, HLB Global Markets Research



19

Fixed Income Outlook

Country 6M Views Comments/ Outlook
US Maturity Preference Sovereigns

• UST yields on the short-end have shifted higher faster than the long-end
amid looming Fed hike normalization cycle, with market players shoring
bets of a total 3 interest rate hikes in 2017. Pace of normalization
expected to remain gradual and data dependent with stronger macro
prints as added catalysts for upward interest rate adjustment. Fed’s
Dudley opine tapering FOMC’s balance sheet may be a better course
than an earlier abrupt end. Expect UST yields to trend higher going into
2H2017 on the back of further impending rate hikes.

Corporate

• Funding costs for corporate bond issuers in the USD space are expected
to be relatively higher as the Fed embarks on interest rate normalization
cycle albeit on a gradual pace. Issuers may continue to front-load
issuance plans as funding cost will be progressively higher amid further
Fed hikes. Notable issuance completed include $500m 3-year floating
rate note (FRN) by State Bank of India as well as Indonesia EXIM $500m
7-year tranche. Kookmin Bank is also potentially tapping the USD space
with a covered bond issuance.

Duration neutral 

Policy Rate Yield Curve

Fed normalization 
path continues to 
resonate louder. 
Market players 
pricing in prospects 
of total 3 interest 
rate hikes in 2017. 
(In line with house 
view)

UST yields have 
adjusted higher amid 
looming Fed hikes. 

Expect UST yields to 
trend higher on the back 
of improving US macro 
data and prospects of 

further interest rate 
hikes. Pace of fiscal 

stimulus for infrastructure 
spending in the US will 
need to get buy in for 

implementation, hence 
expectations for long-end 

yields to trend higher 
may be delayed.
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Fixed Income Outlook

Country 6M Views Comments/ Outlook
Malaysia Maturity Preference Sovereigns

YTD MGS/GII issuance worth RM30.5b circa 29% completed of our full year
gross MGS/GII supply of RM105b in 2017. (Collective YTD private
placements worth RM3b. Despite moderately lower demand of 1.54x for
previous 5-year MGS3/22 tender, average YTD BTC still remains health, >
2x. Short-end yields appears to be trending higher amid recent paring of
foreign ownership of MYR government bonds, with holding concentration
skewed towards short-end. However, on quarter on quarter comparative,
mid to longer-dated government bond yields still supported, anchored by
domestic onshore real money. We opine continuing onshore real money
support is expected to be forthcoming.

Corporate

In the corporate bonds space YTD completed primary issuances stands at
circa RM22b, with momentum picking up in February and March. Primary
supply boosted by government guaranteed papers comprised of RM2.68b
by DanaInfra, RM2.2b by PTPTN as well as RM3b by Govco Holdings
during the period in review. Maintaining our full year gross corporate
bonds/sukuk supply target of RM75b-RM80b. GENM Capital also priced its
RM2.6b print, comprising of 5-year, 10-year and 15-year tranche at 4.78%,
4.98% and 5.20% respectively. Expect primary issuance momentum to
pickup, potentially meeting our PDS gross supply of RM75b-RM80b.

Duration neutral

Policy Rate Yield Curve

OPR to remain 
accommodative. 

Moderate 
improvement in 
domestic growth 
prospects and 

upward creeping 
inflation reinforces 
our view that OPR 

will likely stay 
unchanged at 
3.00% in 2017

Short-end yields appears 
to be trending higher 
amid recent paring of 
foreign ownership of 

MYR government bonds, 
with holdings 

concentration skewed 
towards short-end. 

However, on a quarter 
on quarter comparative, 
yields on the mid to long-

end continue to be 
supported by domestic 
onshore real money.
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DISCLAIMER 

 

This report is for information purposes onl y and does  not take into account the i nvestment obj ecti ves,  financial  situation or particul ar needs  of any particul ar 

recipient.  The information contained her ein does not  constitute the pr ovision of inves tment  advice and is  not intended as an of fer or solicitati on with respec t to the 

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  publication is deri ved from data obtained fr om sources believed by Hong Leong Bank Ber had (“HLBB”) to be reliable and in good 

faith,  but no warranti es or guarantees, representations  are made by HLBB with regard to the accuracy, compl eteness  or suitability of  the data. Any opi nions  

expressed r eflect the current judgment of the authors of the report and do not  necessarily represent the opinion of H LBB or any of  the companies  within the Hong 

Leong Bank Group (“HLB Group”). The opini ons 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 other wise notify a reader or recipient thereof in the event that any matter 

stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.  

 

HLB Gr oup, their directors,  employees and representati ves  do not have any responsibility or liability to any person or reci pient ( whether by reason of negligence, 

negligent misstatement or otherwise) arising from any s tatement, opini on or information, expressed or implied, arising out of,  contai ned in or derived from or 

omission from the reports or matter. H LBB may, to the extent permitted by law, buy, sell or hold significantl y long or short positi ons; act as inves tment  and/or 

commercial bankers; be represented on the board of the issuers; and/or engage i n ‘mar ket making’ of securities mentioned herein. The past performance of 

financi al instruments is  not indicati ve of  future results.  Whilst every effort is  made to ensure that s tatements of facts made in this report are accurate, all esti mates, 

projections, forecas ts, expressions of opini on and other subj ecti ve j udgments  contained in this report ar e based on assumpti ons consi dered to be reasonabl e as  of 

the date of the document in which they are contained and must not be construed as a representation that the matters referred to therei n will occur.  Any projec tions  

or forecasts mentioned in this report may not be achi eved due to multiple risk factors i ncludi ng without limitation mar ket  volatility,  sector volatility,  corporate ac tions , 

the unavailability of complete and accurate information. No assurance can be given that any opinion described herei n woul d yi eld favorable inves tment results.  

Recipients  who are not mar ket professional or ins titutional  inves tor customer  of HLBB should seek the advice of their i ndependent financi al advisor prior to taking 

any investment decision based on the recommendations in this report.  

 

HLBB may provide hyperlinks to websites of entities mentioned i n this report,  however  the incl usion of a link does not i mpl y that HLBB endorses, recommends or 

approves any material on the linked page or  accessible from it.  Such linked websites  ar e accessed entirely at your own risk. HLBB does not  accept responsi bility 

whatsoever for any such material, nor for consequences of its use. 

 

This report is  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, countr y or other 

jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is  for the use of the addressees onl y 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 may be restricted by law or regulati on in certain countries. Persons  into whose possession this  report may come 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. 

 


