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Ringgit Sovereign and Corporate Bonds 
 
Malaysian Government Securities (MGS) closed mixed with a rally at both ends of the curve 
as foreigners increased their holdings of local government securities amid a backdrop of a 
rising ringgit and bullish growth prospects for the emerging markets. Foreign holdings of MGS 
as a percentage of outstanding MGS notes rose for a seventh consecutive month to 23.4% in 
May from 22.8% in April, nearing its peak of 24.6% in April 2008. In addition, expectations of 
a modest growth in inflation for the remaining months of 2010 despite the 5 sen hike in retail 
fuel RON 95 also help sustain demand at the long end of the curve. The consumer price 
index rose 1.7% YoY in June from 1.6% in May. The yields on MGS 5/13 and MGS 11/19 fell 
1 bp and 2 bps WoW to settle at 3.17% and 3.89% respectively, resulting in a tighter 10/3s 
spread of 0.72% (-1 bp WoW). 
 
In contrast, the 5-year and 7-year yields were sent higher to 3.40% (+4 bps WoW) and 3.70% 
(+2 bps WoW) respectively as traders sought higher premiums ahead of the upcoming 
MYR3.5 billion reopening auction of 7-year benchmark MGS papers on July 29. This auction 
will bring the total year-to-date gross issuance to MYR39.5 billion, compared to MYR58.0 
billion in the corresponding period last year. A total of MYR8.3 billion changed hands in the 
MGS/GII market, a 31.2% decline from the prior week.  
 
Trading in Private Debt Securities (PDS) slowed to MYR1.05 billion from MYR1.13 billion 
in the previous week. Along the AAA band, benchmark Rantau Abang traded mixed with 
the yields on Rantau 3/12 and 8/13 rising to 3.34% (+4 bps since July 8) and 3.58% (+3 
bps WoW), while Rantau 9/15 was stalled at 3.87%. In contrast, Sime 11/14 and 11/16 
rallied to 3.78% (-5 bps WoW) and 4.00% (-5 bps WoW) respectively. Moving down the 
AA credit curve, IJM bonds (AA-) closed mixed with IJM 10/13 last done at 4.20% (+2 
bps since July 7) while IJM 10/15 rallied to 4.55% (-5 bps MoM). 
 
USD/MYR 
 
Local currency headed north on anticipation that the US Federal Reserve will keep its 
benchmark interest rate at low levels for a prolonged period after Ben S. Bernanke said 
the economic outlook remains “unusually uncertain”, sustaining the current positive carry 
of 250 bps against the dollar. Positive outcome in the much awaited euro zone bank 
stress test and robust corporate earnings also boosted risk appetite for emerging market 
assets. The ringgit was the third best performer among the ten most actively traded 
Asian ex-Japan currencies, gaining 0.25% to end the week at 3.2000 per USD. 
 
US Treasury 
 
Treasuries declined as the better-than-expected European bank stress test results and solid 
quarterly corporate earnings spurred optimism that the global economy will be able to avert a 
double dip recession. Of the 91 European banks that underwent the stress test, only seven 
failed, suggesting that the region’s banking system is still resilient. Nonetheless, the gains 
were eventually limited by skepticism that the stress tests may be too lenient. The 10-year 
yields closed at 2.99%, up by 7 bps WoW.  
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Weekly change in selected Ringgit markets
 

 
*Weekly change in bond yields is quoted in basis point. 

Top trades of the week (govvies & credit)
 

 

Benchmark MGS yields  

Source: Bloomberg, BPAM, MARC Fixed Income Research 
 

Weekly change in selected global & regional markets*
 

*Weekly change in bond yields is quoted in basis point. 

USD vs. Gold Price

 
 

Global Equities (Mar 08 = 100) 

 
 

Global Bond Yields (10-year) 

 
Source: Bloomberg, MARC Fixed Income Research 

Financial Variable 16-Jul-10 23-Jul-10 WoW
Overnight Policy Rate (%) 2.75 2.75 Unchanged
3-year MGS Benchmark yield (%) 3.18 3.17 -1
5-year MGS Benchmark yield (%) 3.36 3.40 4
10-year MGS Benchmark yield (%) 3.91 3.89 -2
10/3s spread (bps) 73.00 72.00 -1
3-year IRS (%) 3.38 3.37 0
5-year IRS (%) 3.67 3.66 -1
10-year IRS (%) 4.17 4.16 -1
3-year AAA yield (%) 3.92 3.92 Unchanged
3-year AA yield (%) 4.64 4.64 Unchanged
3-year A yield (%) 7.48 7.48 Unchanged
3-year AAA spread (bps) 74 75 1
3-year AA spread (bps 146 147 1
3-year A spread (bps) 430 431 1
USD 1-year CDS Spread (bps) 33.56 33.56 Unchanged
USD 5-year CDS Spread (bps) 93.04 87.53 -6
KLCI Index 1336.65 1345.68 0.7%
MGS/GII Secondary Market Volume (MYR m) 12082.00 8312.00 -31.2%
PDS Secondary Market Volume (MYR m) 1133.00 1052.00 -7.1%
USD/MYR 3.2080 3.2000 -0.2%

Security Volume (MYR m) Last Traded Yield (%)
PROFIT-BASED GII 4/2010 15.07.2015 1990.00 3.49
MGS 2/2009 4.378% 29.11.2019 1217.10 3.89
MGS 4/2009 3.741% 27.02.2015 854.55 3.50
PROFIT- BASED GII 4/2008  31.10.2018 745.00 3.98
PROFIT-BASED GII 2/2010 30.09.2015 730.00 3.53

Security Volume (MYR m) Last Traded Yield (%)
HCS 5/11 (AA1) 100.00 4.00
NACF 7/13 (AAA) 65.00 4.50
Woori 6/11 (AAA) 45.00 3.49
RHB Bank 11/17 (AA3) 42.00 4.35
Sime 11/16 (AAA) 40.00 4.00
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Country Financial Variable 16-Jul-10 23-Jul-10 WoW
US Fed Funds (%) 0.25 0.25 Unchanged
2-year  yield (%) 0.58 0.58 0
10-year yield (%) 2.92 2.99 7
USD Trade Weighted Index 76.59 76.59 Unchanged
Dow Jones Industrial 10,097.90 10,424.62 3.2%
S&P 500 1,064.88 1,102.66 3.5%
ECB Policy Rate (%) 1.00 1.00 Unchanged
2-year  yield 0.78 0.75 -3
10-year yield 2.61 2.71 10
EUR/USD 1.29 1.29 -0.2%
Germany DAX 6,040.27 6,166.34 2.1%
BOE Policy Rate (%) 0.50 0.50 Unchanged
2-year  yield (%) 0.75 0.87 12
10-year yield (%) 3.33 3.44 11
GBP/USD 1.53 1.54 0.8%
London FTSE 5,158.85 5,312.62 3.0%
BoJ Policy Rate (%) 0.10 0.10 Unchanged
2-year  yield (%) 0.15 0.15 0
10-year yield (%) 1.10 1.08 -2
USD/JPY 86.57 87.46 1.0%
Nikkei 225 9,408.36 9,430.96 0.2%
RBA Cash Rate (%) 4.50 4.50 Unchanged
2-year  yield (%) 4.53 4.68 15
10-year yield (%) 5.12 5.20 8
AUD/USD 0.87 0.90 3.1%
S&P/ASX 200 4,422.70 4,458.40 0.8%
Bank Indonesia Reference Rate (%) 6.50 6.50 Unchanged
2-year  yield (%) 6.55 6.66 11
10-year yield (%) 8.17 8.28 11
USD/IDR 9042.00 9040.00 0.0%
JCI Index 2,992.45 3,042.02 1.7%
Bank of Thailand Policy Rate (%) 1.50 1.50 Unchanged
2-year  yield (%) 1.90 1.90 Unchanged
10-year yield (%) 3.44 3.44 Unchanged
USD/THB 32.26 32.23 -0.1%
SET Index 827.54 840.24 1.5%
South Korea Official Bank Rate (%) 2.25 2.25 Unchanged
2-year  yield (%) 3.78 3.73 -5
10-year yield (%) 4.91 4.90 -1
USD/KRW 1203.39 1199.15 -0.4%
SET Index 1,723.01 1,738.45 0.9%
Crude oil spot (USD/barrel) 76.01 78.73 3.6%
Gold spot (USD/ounce) 1,193.00 1,189.20 -0.3%
S&P GSCI Return Index 4,072.30 4,178.50 2.6%

Commodities
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---------------------------------------------------------     Disclaimer     --------------------------------------------------------- 
 
Copyright © 2010 Malaysian Rating Corporation Berhad and any of its subsidiaries or affiliates (“MARC”) have exclusive proprietary rights in the data or information 
provided herein. This document is the property of MARC and is protected by Malaysian and international copyright laws and conventions. The data and information shall 
only be used for intended purposes and not for any improper or unauthorised purpose. All information contained herein shall not be copied or otherwise reproduced, 
repackaged, transmitted, transferred, disseminated, redistributed or resold for any purpose, in whole or in part, in any form or manner, or by any means or person without 
MARC’s prior written consent.  
 
Any opinion, analysis, observation, commentary and/or statement made by MARC are solely statements of opinion based on information obtained from issuers and/or other 
sources which MARC believes to be reliable and therefore, shall not be taken as a statement of fact under any circumstance. MARC does not and is in no position to 
independently audit or verify the truth and accuracy of the information contained in the document and shall not be responsible for any error or omission or for the loss or 
damage caused by, resulting from or relating to the use of such information. NEITHER MARC NOR ITS AFFILIATES, SUBSIDIARIES AND EMPLOYEES, GIVE ANY 
EXPRESS OR IMPLIED WARRANTY, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTY AS TO THE ACCURACY, COMPLETENESS, MERCHANTABILITY OR 
FITNESS FOR ANY PARTICULAR PURPOSE OR USE OF ANY SUCH INFORMATION.  
 
This document is not a recommendation to buy, sell or hold any security and/or investment. Any user of this document should not rely solely on the credit rating and 
analysis contained in this document to make an investment decision in as much as it does not address non-credit risks, the adequacy of market price, suitability of any 
security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security concerned.  
 
MARC and its affiliates, subsidiaries and employees shall not be liable for any damage or loss arising from the use of and/or reliance on documents produced by MARC or 
any information contained therein. Anyone using and/or relying on MARC’s document and information contained therein solely assumes the risk in making use of and/or 
relying on such document and all information contained therein and acknowledges that this disclaimer has been read and understood, and agrees to be bound by it. 
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