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Malaysia Bond Flows

September inflows moderated on rising geopolitical risk and profit taking activity

e Foreign investors continued its buying spree of Malaysia
bonds for the third straight month in September, but the
net inflows shrank to RM1.0b (Aug: RM9.0b) likely due to RM bil , . .
rising tensions in the Middle East and profit taking as 15 Malaysia Equity Flow s Malaysia Debt Flow
ringgit hit its strongest level since March 2022. ====Total Capital Flow

— Total foreign debt holdings increased to RM289.1b in
September (Aug: 288.1b), while the foreign share of total
outstanding remained unchanged at 13.9% (Aug:
13.9%).

— September saw inflows driven by China’s stimulus,
robust domestic trade growth, and a larger-than-
expected US rate cut from the latest FOMC meeting.
Demand focused on short-dated securities, as investors
adjusted portfolios amid rising US market uncertainty
alongside escalating geopolitical tensions in the Middle
East. However, softer inflows emerged as solid US
economic data—particularly a strong labour market and
declining jobless claims— led to net selling of Malaysian
Government Securities (MGS). The strengthening of the ringgit may have also encouraged profit-taking.

e Inflows were driven by strong demand for Malaysian Islamic Treasury Bills (MITB) and Malaysia Treasury Bills
(MTB) but net selling of Malaysian Government Securities (MGS) partially offset these gains.

— MITB (RM1.4b; Aug: RMO0.7b): Inflows continued to rise, with its total foreign holdings share rising substantially to
31.9% from 20.6% in August.

— MTB (RMO0.7b; Aug: RMO0.6b): Inflows saw an increase from the previous month, with foreign holdings share
increasing to 33.4% (Aug: 22.4%).

— MGS (-RMO0.7b; Aug RM6.2b): Reverted to outflows after two months of substantial inflows albeit MGS holdings
continued to increase to a tenth-month high of 34.8% (Aug: 34.6%) due to a decrease in the total outstanding
(RM617.3b; Aug: RM622.8b).

e Foreign investors reduced their exposure to local bourse, resulting in softer inflows of RM0.5b in September
(Aug: RM2.5b)

— This shift indicates a growing caution among investors regarding the market's current outlook driven by mixed US

economic data. Profit taking was also seen as a contributing factor to the decline in the investments to FBM KLCI.
e The capital market registered a sizable decrease of net foreign inflows from last month (RM1.6b; Aug: RM11.5b)
e Domestic debt market remains attractive despite global market volatility

— In the first week of October, outflows of RM4.8b were recorded due to heightened geopolitical tensions and a
reduced likelihood of a 50 bps Fed rate cut after a stronger-than-expected September jobs report. This trend may
continue in the coming weeks, with escalating geopolitical conflicts and the Fed reconsidering rate cuts due to
robust US job data.

— Despite these challenges, domestic bonds remain attractive due to favourable yield differentials, particularly
compared to the US. Ongoing Fed monetary easing could further boost local bonds appeal. Additionally, a stable
Overnight Policy Rate, a steady sovereign credit rating, strong GDP growth, stable inflation, and a resilient labour
market provide a supportive economic environment. Malaysia's potential inclusion into BRICS could also attract
investors seeking diversification and growth.
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| Table 1: Foreign Holdings of Malaysian Bonds

Apr-24 May-24 June -24 July-24 Aug-24 Sep-24
Value
MGS (MYR billion) 203.5 206.8 204.3 209.4 215.6 214.9
% of Total MGS 32.8% 32.8% 33.3% 34.2% 34.6% 34.8%
Value 493 50.4 518 532 54.0 543
Gll (MYR billion) ' ' ' ’ ' ’
% of Total GlI 8.8% 9.1% 9.2% 9.3% 9.5% 9.4%
Value
WTB (MYR billion) 0.2 0.2 0.6 0.7 1.3 2.0
% of Total MTB 51% 4.5% 10.5% 12.0% 22.4% 33.4%
Value
WITB (MYR billion) 0.3 1.0 1.7 2.1 2.8 4.1
% of Total MITB 3.2% 9.2% 11.5% 13.7% 20.6% 31.9%
Value
Corporate Bond and/or Sukuk (MYR billion) 13.1 13.5 12.9 13.7 144 138
(CBS)
% of Total CBS 1.5% 1.6% 1.5% 1.6% 1.7% 1.6%
Value 266.4 2719 2713 279.1 288.1 289.1
Total Foreign Debt Holdings (MYR billion)
% of Total Securities 13.0% 13.2% 13.2% 13.5% 13.9% 13.9%
Source: BNM, Kenanga Research
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This document
is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga
Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any
solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or employees
may have positions in, and may affect transactions in securities mentioned herein from time to time in the open market or otherwise, and may
receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment Bank Berhad being a
full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security
that may also fall under its research coverage.
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