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Foreign bond outflows continued in June, but declined markedly

Foreign bond holdings continued their expected downtrend in June, resulting in a
RM6.7 billion net outflow, albeit markedly lower than the RM12.9 billion of the
preceding month. As at end-June, foreign holdings stood at RM185.8 billion, a 3.5%
m-o-m decline. “Although the market appears less jittery now than immediately after
the 14™ General Election (GE14) in May, market participants still have to contend with
tightening global liquidity and heightened trade tensions, which threaten trade and
growth prospects,” notes Kristina Fong, RAM’s Head of Research. Most recently, the
global markets have become even more volatile amid mounting uncertainty over the
possibility of a “clean” BREXIT as political tensions escalate in the UK.

Back on the home front, tendered government bonds attracted better take-up rates,
as evidenced by solid bid-to-cover ratios amid strong support from local investors. In
1H 2018, the supply of MGS and GIl came up to a robust RM62.7 billion. RAM maintains
its projection of RM100 billion-RM110 billion of gross issuance for 2018, supported by
the Government’s commitment to maintaining a budget deficit of 2.8% of GDP for the
year.

In June, corporate bond issuance moderated to RM6.8 billion, lower than the preceding
five months’ average of RM9.8 billion. In 1H 2018, corporate bond issuance edged up
1.6% y-o0-y to RM55.7 billion. We expect the pace to moderate through the rest of the
year, in particular for infrastructure-related and quasi-government entities as the
Government takes stock of its contingent liabilities. That said, RAM maintains its gross
corporate bond issuance projection of RM90 billion-RM100 billion for 2018, on account
of the front-loading of issuances before GE14 and a potentially slower pace in the
second half of the year.
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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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