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PETALING JAYA: The Balaysian
banking system and bond market
have ample Hguidity to meet bor-
rowers” funding needs unlike in
“some Asian countries where compa-
nies are scrambling to issue local
currency bonds due to difficulty in
getiing foreign currency.foans,
These Asian companies are even

which are seeing less take-up from
Europears banks as they pull back
funding to the region.

“There is no doubt that some
European banks have tightened thelr
US dollar lending to companies in
Asia doe to the sovereign debt crisis
coupled with the deleveraging effect
and stringent . capifal requirements
of the Basel Il accord,” said Bond
Pricing Agency Malaysia Sdn Bhd
{BPAM) CEO Meor Ani Meor Ayob.,

“But local banks are in better shape
compared with their foreign counter-
parts due to their limited expc;snre to
the eurozone debt crisis.

“Contrary to what is being repert-
ed and observed in other emerging
markets in Asia, the yvield spread has
actually narrowed in the ringgit

offering higher vields for the bonds -

Ashond. market (indicating that com-. .. . o0

panies are not really in a rush to
issue bonds by offering high vields}”
Meor Amiri told StarBiz

In fact, the corporate vield curve,
esp&aaiiy those with A44 credit rat-
ing, has been Hattening since begin-
ning of the year, rather &han steepen-
ing. .

“The vields from mid to long-end
of the wield curve has amaﬁiy

. decreased quite su&smnfzaliy, he

said.

Reuters recently reported that cor-
porates were rushing in to issue
bonds in some Asian countries as
they were not able to get banks 1o
lend them US dollars or euros.

This had resulted in the widening
of bond ﬁ@reads and soanng yields.

Issuers in Hong Kong had paid a
mark-up of as much as four percent-
age points above the US debt vields
to secure five-yvear funds; about 10
times more than they did in 2007
before the US subprime crisis.

It also reported that eight top-tier
Hong Kong-based cormpanies had hit
debt markets with a record US$8hil
worth of doellar bonds in January and
the risk, according to bankers, was
now of a long-term jump in funding
costs in the region as US and
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European banks stayed away.

Industry observers said as Eurépean
banks shrank their balance sheefs and
reduced lending to Asian compapies,
the local currency bank loan and bond
markets would have to absorb some
| of the US dollar loans that ‘weré hot
rolled over-or renewed as EurOpean
banks retreated from the funé;ng
market.

Buf they agree that this wag’ more
applicable in the region- than” in
Malaysia which had almbst negligible
foreign currency debt or loans and the
country's tinggit bond market and
banking system were more than “able
to mieet the funding needs of corpera-
tions and the public sectory 5

Bank Negara's international referves
stood at a healthy level of RM4234bil
in 2011, and had risen by Rﬁé% 8hil
from a year earlier.

Meor Amirl said there was enaucrh
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liquidity, demand amﬁ confidence in
the ringegit bond market, both from
foreign and local investors and issuers.
This, he said, could be observed in the

healthy growth of the local bond mar-

ket over the years, especially in the
Islamic sukuk segment. .

He noted that the real interest rate
had also tumed positive as inflation
rate moderated to 2.7% in January,
which was below the current Bank
Megara overnight policy rate of 3%,

This would encourage more savings
and as well as atiract both loeal and
foreign investors into the Malaysian

bond market on the backdrop of a

strengthening ringgit, he said.
He added t}mt thiswould provide a

good platform for locaifforeign come=
panies to take advaruage of the cheap-

er funding costs in the local bond
market,

Meanwhile, Islamic finance consul-
tancy Amanie Advisors Sdn Bhd direc-
tor Baiza Bain said there were institu-
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tions from the eurnzone and the Gulf
Cooperation Coungil {GCL} that were
currently exploring a rmggm -based
sukuk issvance.

“At the moment, Maiaqu has
ample Houidity to absorb the combi-
nation of the fomgn and la{ai sukuk
. issuers.

“Towards the mxdélﬁ- and by year-
end, it may be a different story as
mere issuances. hit the market, inves-

| tors.mayv ask Tor tighter credit rating
and a higher yield spréad- as they
wiould be &gmlt for choices amongst
- the many issuers that have entered
the market by then,” he noted,

The central bank, Meor Amri said,

had also taken pro-activésteps to con-
tain the rising household débis as evi-
dedit from the tighter approvals for
home morigages, car loans and credit
cards over the past year, noting that
this would provide ample cushion for
the local banking sector, moving for-
ward,




