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RAM Ratings: Bond market displayed resilience despite more
cautious sentiment post-GE14

The Malaysian bond market was largely resilient in the week following the unexpected
outcome of the 14th General Election (GE14). That said the market experienced
greater volatility, with active flows and some upward movement in yields. At the start
of the market reopening immediately after the election, yields of 10-year MGS (which
had breached the psychological level of 4.00% to reach 4.14% prior to the election)
rose to 4.26%. The ringgit also weakened to USD/RM3.99. The share market was not
spared, with the FTSE Bursa Malaysia KLCI Index declining 1.7%. However, the
markets subsequently regained some of these lost grounds. As at 17 May, 10-year
MGS yields stood at 4.21% while the ringgit strengthened to USD/RM3.97. That said,
the bond market remains in cautious mode as investors digest proposed policies
announced by the new administration, such as the scrapping of the GST.

Despite the more cautious sentiment as the new administration’s policy details are
formulated, the Malaysian bond market has shown resilience. A government paper (7-
year GlI) issued on May 15 garnered an outstanding bid-to-cover ratio of 3.397 times
— alevel last seen in January 2017. As the government reviews its contingent liabilities,
some of PH’s election pledges could affect certain corporate sectors, some of which
are major bond issuers, such as infrastructure and utilities. We expect corporate bond
issuance, especially from the quasi-government space, to slow going forward. That
said, RAM maintains its gross corporate bond issuance projection of RM90 billion-
RM100 billion for 2018 on account of better than expected corporate bond issuances
totalling RM42.1 billion as at end-April.

On the flipside, foreign holdings of Malaysian bonds were down RM4.7 billion in April,
likely the result of cautious portfolio repositioning and the lead-up to GE14. Foreign
bond inflows are anticipated to remain muted at best while some outflow of short-term
papers could continue as global market players price-in for another US Federal Reserve
rate hike in June. That said, we do not expect long-term fundamental bond investors
to shy away from the market for too long and see policy announcements made in the
next 100 days as vital to shoring up investor confidence.

Analytical contact
Umamah Amirah Ali

RAM Rating Services Berhad | Suite 20.01, Level 20 T

(TesmaeT The Gardens South Tower
Mid Valley City F
Lingkaran Syed Putra E
59200 Kuala Lumpur W oww

atings@ram.com.my
v.ram.com.my



(603) 7628 1119
umamah@ram.com.my

Media contact
Padthma Subbiah
(603) 7628 1162
padthma@ram.com.my

Date of release: 18 May 2018

The credit rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not
comment on the security’s market price or its suitability for a particular investor, nor does it involve any
audit by RAM Ratings. The credit rating also does not reflect the legality and enforceability of financial
obligations.

RAM Ratings receives compensation for its rating services, normally paid by the issuers of such securities
or the rated entity, and sometimes third parties participating in marketing the securities, insurers,
guarantors, other obligors, underwriters, etc. The receipt of this compensation has no influence on RAM
Ratings’ credit opinions or other analytical processes. In all instances, RAM Ratings is committed to
preserving the objectivity, integrity and independence of its ratings. Rating fees are communicated to clients
prior to the issuance of rating opinions. While RAM Ratings reserves the right to disseminate the ratings, it
receives no payment for doing so, except for subscriptions to its publications.

Similarly, the disclaimers above also apply to RAM Ratings’ credit-related analyses and commentaries, where
relevant.
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