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e The UST market rallied with benchmark 10-year yield closed the review
week lower at 3.79% (prior week: 4.19%), its lowest weekly close since
June 2023, as investors reacted to the prospect of imminent rate cuts
and rising fears of an economic recession upon the release of weaker
than expected economic figures. The 10y-3y yield spread rebounded to
+8bps (prior week: Obp) as the short-end outperformed due to its
higher sensitivity to policy rate outlook. Meanwhile, at week close, the
interest rate futures market implied rate cuts totaling -125bps (prior
week: -75bps) this year.

¢ Medium-term inflation expectation (MTIE) ended the review week
starkly lower at 1.92% (prior week: 2.16%). The MTIE fell below the
US Fed target level of 2.00% to its lowest level since January 2021. In
gist, we reckon the market is now convinced that the underlying
inflation pressure is largely contained.

e The price of MGS benchmark issues ended the review week higher with
the 3-year and 10-year yields shed -10.5bps and -7.1bps to close at
3.32% and 3.71% respectively. The 10y-3y yield spread expanded
(yield curve steepened) week-on-week from 36bps to 39bps as the
short-end outperformed.

e MGS foreign holdings increased year-on-year from RM268b in June
2023 to RM271b in June 2024. However, it declined month-on-month
from RM272b in May 2024. On Bursa Malaysia, the 12-month rolling
sum of foreign net equities trade ended the review week at RM1.21b.
It declined week-on-week from RM1.14b registered a week ago.
However, it improved year-on-year from -RM4.78b a year ago.



https://www.cmegroup.com/markets/interest-rates/cme-fedwatch-tool.html?redirect=/trading/interest-rates/countdown-to-fomc.html
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A. FIXED INCOME

e The UST market rallied with benchmark 10-year yield closed the review week lower at 3.79% (prior week: 4.19%),
its lowest weekly close since June 2023, as investors reacted to the prospect of imminent rate cuts and rising fears
of an economic recession upon the release of weaker than expected economic figures. The 10y-3y yield spread
rebounded to +8bps (prior week: 0bp) as the short-end outperformed due to its higher sensitivity to policy rate
outlook. Meanwhile, at week close, the interest rate futures market implied rate cuts totaling -125bps (prior week:
-75bps) this year.
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Source: Bloomberg, MIDFR (G628, G629)

e Medium-term inflation expectation (MTIE) ended the review week starkly lower at 1.92% (prior week: 2.16%). The
MTIE fell below the US Fed target level of 2.00% to its lowest level since January 2021. In gist, we reckon the
market is now convinced that the underlying inflation pressure is largely contained.

MEDIUM-TERM INFLATION EXPECTATION (MTIE): 5Y UST-TIPS SPREAD

r4.0000
+3.5000
+3.0000

F2.5000

r1.5000
r1.0000

+0.5000

2014 2015 2016 2017 ‘ 2018 ‘ 2019 ‘ 2020 ‘ 2021 ‘ 2022 ‘ 2023 ‘ 2024

USGGBEOS Index (US Breakeven § Year) 5-Y Inflation Estimate Vieekly 180CT2013-05AUG2024 Copyrighte 2024 Bloomberg Finance L.P. 05-Aug-2024 07:32:16

Source: Bloomberg, MIDFR (G653)

The price of MGS benchmark issues ended the review week higher with the 3-year and 10-year yields shed -10.5bps
and -7.1bps to close at 3.32% and 3.71% respectively. The 10y-3y yield spread expanded (yield curve steepened)
week-on-week from 36bps to 39bps as the short-end outperformed.


https://www.cmegroup.com/markets/interest-rates/cme-fedwatch-tool.html?redirect=/trading/interest-rates/countdown-to-fomc.html
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Source: Bloomberg, MIDFR (G630, G631)

Total trading value for Government Bonds (MGS/MII) jumped to RM44.90b in the review week compared to
RM22.17b in the prior week (based on Bloomberg data). The total trading value of the 10 most actively traded
issues declined (higher trading breadth) to 48% from 51% of the overall Government Bonds trades. Moreover, 10
out of the 10 most actively traded bonds saw lower yield, hence higher prices during the review week.

The top 3 actively traded Government Bonds were dominated by issues of short and mid residual tenor. The top 3
most actively traded were MGS 4.642% 11/7/33 at RM3.32b, MII 3.655% 10/15/24 at RM2.90b, and MGS 3.885%
8/15/29 at RM2.54b.

FOREIGN: MGS HOLDINGS & 12-M ROLLING SUM NET EQUITIES TRADE
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Source: Bloomberg, MIDFR (G659)

MGS foreign holdings increased year-on-year from RM268b in June 2023 to RM271b in June 2024. However, it
declined month-on-month from RM272b in May 2024. On Bursa Malaysia, the 12-month rolling sum of foreign net
equities trade ended the review week at RM1.21b. It declined week-on-week from RM1.14b registered a week ago.
However, it improved year-on-year from -RM4.78b a year ago.

Total trading value for Corporate Bonds (Conventional & Sukuk) declined to RM3.20b in the review week compared
to RM3.86b in the prior week (based on Bloomberg data). The total trading value of the 10 most actively traded
issues was unchanged week-on-week at 33% of the overall Corporate Bonds trades.

The top 3 actively traded Corporate Bonds were dominated by issues of short and long residual tenor. The top 3
most actively traded were PTPTN 4.11% 3/7/39 at RM300m, Danainfra 4.33% 11/15/24 at RM155m, and Danainfra
4.95% 4/6/40 at RM100m.
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B. FOREIGN EXCHANGE

e USD closed the weakest since mid-Mar-24. The US dollar depreciated sharply last week as the DXY dollar index
plunged -1.1%wow to 103.21. The decline was underpinned by a more dovish tone by the Fed, despite keeping
the interest rate steady in its Jul-24 FOMC meeting. Additionally, softer than expected labour market data also
heightened expectations for the Fed to start easing its policy rate soon.

e Euro rebounded while pound depreciated further. The euro appreciated by +0.5wow to USD1.091, capitalising on
the weaker dollar to end 2 weeks of depreciation. In contrast the pound depreciated by -0.5%wow to USD1.280,
weakening for the 3™ consecutive week as the BOE cut interest rate in its Aug-24 policy meeting.

e Ringgit closed the strongest since mid-May-23. The Malaysian ringgit appreciated +3.6%wow to RM4.497
outperforming other regional currencies. Additionally, ringgit appreciated steeply against the currencies of Malaysia’s
major trading partners and regional currencies, contributing to our MIDF Trade-Weighted Ringgit Index closing
+2.7%wow higher at 89.19, the highest since Feb-23. The ringgit appreciated strongly against all currencies within
the index but the Japanese yen, where it remains at previous week’s level. Ringgit continued to be affected by the
financial market developments as movement in the commaodity prices was unfavourable towards the local currency
with the Brent crude oil prices declining -5.3%wow to USD76.81pb (previous week: USD81.13pb).

Currencies Changes (Week Ended 2 August 2024) and Quarterly Forecasts

g;‘/’g‘; Prez"é /(C)';’Se g]ii'g‘é Ch‘;\:]eg‘zk'(‘f, s ~1QCY24 20024 3QCY24f  4QCY24f
DXY Index 103.21 104.32 -1.108 ALl 104.49  105.87 101.1 99.7
EURUSD 1.091 1.086 +0.006 +0.5 1.079 1.071 1.10 1.12
GBPUSD 1.280 1.287 -0.007 -0.5 1.26 1.265 1.26 1.27
USDIPY 146.5 153.8 +7.230 +4.9 151.35  160.88 138.0 135.0
USDMYR 4.497 4.658 +0.161 +3.6 4.725 4.718 4.556 4.430
GBPMYR 5.729 5.994 +0.265 +4.6 5.960 5.967 5.72 5.74
JPYMYR 3.068 3.027 -0.040 -1.3 3.122 2.932 3.26 3.30
MIDF TWRI 89.19 86.87 +2.319 +2.7 85.00 86.25 88.00 91.50

w_n

Note: "+ indicates appreciation, while “-" indicates depreciation. Quarterly figures are forecast by MIDFR
Source: Bloomberg, MIDFR
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Central Bank Policy Rate by Selected Economies (%)

Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24 Jul-24 Jul-24

Malaysia 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00
Indonesia 6.00 6.00 6.00 6.00 6.25 6.25 6.25 6.25 6.25
Philippines 6.50 6.50 6.50 6.50 6.50 6.50 6.50 6.50 6.50
Thailand 2.50 2.50 2.50 2.50 2.50 2.50 2.50 2.50 2.50
Vietnam 4.50 4.50 4.50 4.50 4.50 4.50 4.50 4.50 4.50
South Korea 3.50 3.50 3.50 3.50 3.50 3.50 3.50 3.50 3.50
India 6.50 6.50 6.50 6.50 6.50 6.50 6.50 6.50 6.50
Japan (0.10) (0.10) (0.10)  0.00-0.10 0.00-0.10 0.00-0.10 0.00-0.10  0.25 0.25
UK 5.25 5.25 5.25 5.25 5.25 5.25 5.25 5.25 5.00
Euro area 4.50 4.50 4.50 4.50 4.50 4.50 4.25 4.25 4.25
USA 5.25-5.50 5.25-5.50 5.25-5.50 5.25-5.50 5.25-5.50 5.25-5.50 5.25-5.50 5.25-5.50 5.25-5.50

Source:

Bloomberg, MIDFR

US economic data released last week:

o Consumer confidence improved. The US Conference Board (CB) Consumer Confidence Index rose to 100.3
in Jul-24 from the downwardly revised 97.8 in Jun-24.

o The manufacturing sector deteriorated. ISM Manufacturing PMI rose to 46.8 in Jul-24 (Jun-24: 48.5), but
still underwhelmed market expectations of 48.8. Meanwhile, the S&P Global Manufacturing PMI fell to 48.6
(Jun24: 51.6), slightly better than market expectations of 49.5.

o Labour market cool faster:

» Non-farm payroll rose +114K in Jul-24 (Jun-24: +179K), the lowest in 3 months and much softer than
market expectations of +175K.

» The jobless rate rose to 4.3%, the 4th consecutive month of increase and the highest since Oct-21,
surpassing market expectations for it to remain at 4.1%.

= ADP data shows private sector hiring expanded softer at +122K in Jul-24, the least in 6 months and lower
than market expectations of +150K.

= Initial jobless claims for the week ending 27th July 2024 soared to 249K (previous week: 235K), almost a
year high and faster than the market projection of 236K.

» Labour demand softened as the number for JOLTS job openings decreased to 8.18m (May-24: 8.23m),
though still exceeding market expectations of 8.00m

Monetary decisions announced last week:
o On 31 July 2024,

»= Bank of Japan increased its interest rates by +15bps to 0.25% from 0.0%-0.10% previously against
market expectations for the rate to be kept status quo. BOJ cited possibilities of another hike this year
to raise borrowing cost to levels deemed neutral to the economy.

» The Federal Reserve (FED) maintained the Federal Funds Rate at 5.25%-5.50%, conforming to market
expectations. The Fed stated that Sep-24 cut is a possibility if inflation decelerated in line with
expectations.

o On 1 August 2024, the Bank of England (BOE) unsurprisingly cut the interest rate by -25bps to 5.00%. The
BOE, however, said it will remain cautious in easing its policy rate until there is further evidence that inflation
remains subdued.

Malaysia economic data released last week:

o Producer’s inflation ascended. PPI inflation accelerated to +1.6%yoy in Jun-24, marking the 2nd consecutive
month of increase.

o The manufacturing sector deteriorated further. S&P Global Manufacturing PMI slightly decreased to 49.7
(Jun-24: 49.9), contracting for the second consecutive month. New orders eased in Jul-24, the first time in
3 months due to weaker domestic demand.
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C. BNM INTERNATIONAL RESERVES

e As of 15 July 2024, compared to previous fortnight, Bank Negara Malaysia’s international reserves was lower at
USD113.3b (28 June 2024: USD113.8b).

BNM INTERNATIONAL RESERVES
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MAALGFES Index (Malaysia Assets & Liabilities US Dollar Equivalent of International Reserves) BNM Intl Reserves Ifeekly 15FEB2019-20JUL2024 Copyright2 2024 Bloomberg Finance L.P. 29-1ul-2024 07:18:07

Source: Bloomberg, MIDFR (G662)

e The number of reserves is sufficient to finance 5.4 months of imports of goods & services and is 1.0 times total
short-term external debt.
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APPENDIX

Source: Bloomberg
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10 MOST ACTIVELY TRADED GOVERNMENT BONDS

26-Jul 2-Aug Change Weekly Volume
Name Coupon Maturity

Yield Yield (WoW bp) (RM mn)
MALAYSIA GOVERNMENT 4.642 11/07/33 3.778 3.707 -7.1 3,318.3
MALAYSIA INVESTMNT ISSU 3.655 10/15/24 3.140 3.068 -7.2 2,900.5
MALAYSIA GOVERNMENT 3.885 08/15/29 3.570 3.491 -7.9 2,539.9
MALAYSIA GOVERNMENT 2.632 04/15/31 3.723 3.666 -5.7 2,388.2
MALAYSIA GOVERNMENT 4.059 09/30/24 3.098 3.079 -1.9 1,866.0
MALAYSIA INVESTMNT ISSU 4.245 09/30/30 3.678 3.626 -5.2 1,809.3
MALAYSIA GOVERNMENT 3.502 05/31/27 3.422 3.317 -10.5 1,769.2
MALAYSIA INVESTMNT ISSU 4.119 11/30/34 3.770 3.721 -4.9 1,734.8
MALAYSIA INVESTMNT ISSU 4.07 09/30/26 3.374 3.306 -6.8 1,674.5
MALAYSIA GOVERNMENT 3.906 07/15/26 3.337 3.207 -13.0 1,630.7
TOTAL VOLUME (TOP 10) 21,631.3
TOTAL VOLUME (Overall) 44,897.1

Source: Bloomberg

10 MOST ACTIVELY TRADED CORPORATE BONDS

26-Jul 2-Aug Change Weekly Volume
Name Coupon Maturity

Yield Yield (WoW bp) (RM mn)
PERBADANAN TABUNG PEN 4.11 03/07/39 3.999 3.959 -4.0 300.0
DANAINFRA NASIONAL 4.33 11/15/24 N/A 3.320 N/A 155.0
DANAINFRA NASIONAL 4.95 04/06/40 4.055 3.979 -7.6 100.0
CAGAMAS BERHAD 4 06/28/34 N/A 3.930 N/A 100.0
UMW HOLDINGS BERHAD 3.88 11/24/26 3.828 3.766 -6.2 80.0
CAGAMAS BERHAD 3.67 09/30/24 3.473 3.420 -5.3 75.0
CAGAMAS BERHAD 4.2 05/31/33 3.949 3.899 -5.0 70.0
CIMB ISLAMIC BANK BHD 4.03 03/27/31 3.948 3.898 -5.0 67.0
PRASARANA MALAYSIA BHD 4.09 08/05/39 N/A 3.971 N/A 60.0
DANAINFRA NASIONAL 4.64 05/05/51 N/A 4.165 N/A 60.0
TOTAL VOLUME (TOP 10) 1,067.0
TOTAL VOLUME (Overall) 3,203.8

Source: Bloomberg
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (197501002077 (23878-X)).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (197501002077 (23878-
X)). It is for distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it
should not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to change
without notice. The research analysts will initiate, update and cease coverage solely at the discretion
of MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may
have an interest in any of the securities mentioned and may benefit from the information herein.
Members of the MIDF Group and their affiliates may provide services to any company and affiliates of
such companies whose securities are mentioned herein. This document may not be reproduced,
distributed or published in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS

STOCK RECOMMENDATIONS

BUY Total return is expected to be >10% over the next 12 months.
L . T . . .
TRADING BUY Sto<.:I§ price is expected to rise by >10% within 3-months after a Trading Buy rating has been assigned due to
positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.

Stock price is expected to /a// by >10% within 3-months after a Trading Sell rating has been assigned due to

TRADING SELL .
negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.

ESG RECOMMENDATIONS* - source Bursa Malaysia and FTSE Russell

e Yo e Top 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
Yoo He Top 26-50% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
H¥ Top 51%- 75% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
> Bottom 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell



