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Robust demand for honds

Trimming of forelgn holdmg in nngglt debt is temporary, say BPAM CEO

By DALJIT DHESI
daljit@thestar.com.my

are positive on the local bond mar-
ket, saying the trimming of foreign

investors' holding of ringgit-denom-

inated debt is a temporary phenom-
enon amid the worsening eurazone
sovereign debt crisis.

Bond Pricing Agency Malaysia Sdn
Bhd (BPAM) CEO Meor Amn Meor
Ayob said in essence, it was the
credit quality of the assets that mat-
tered most in times of heightened
uncertainties.

As long as the contagion risk of
the eurozone sovereign debt crisis
was contained, he said the demand
for local bonds would remain healthy
going forward. However, he added
yields or cost of funds would not
deviate too much from the current
levels.

“With Malaysia being one of the
few countnes in Asia-Pacific that has
not begun easing its manetary policy
unlike China and Australia which
had cut their benchmark interest
rates by 25 basis points (bps), our
interest rates remained on the high

side when compared to many other

PETALING JAYA: Industry observers

the ringgit bond yields will most
ﬁkt!yrenummllhdhthenw
future,” he told StarBzz.
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 toRMISS 6bil from an all-time high

of RM191.2bil in March, the first

- reduction this year. Investments
- werestill 7% higher than RM173,1bil

a year earlier,

Meor said the Jocal bond market
was expected to remain resifient
despite these external headwinds,

N underinned by strong domestic

Meor Ame:Mabysia s withstand
much stronger exteral shacks

regional peers. This will be attractive
once the risk appetite starts to pick
up in the future,

“With the relatively high savings

institutional support, at least until
the eurozone sovereign debt crisis
starts to show signs of abating.

This was evidenced by the
decrease in Malaysian Government
Securities (MGS) yield levels by 7bps
to 21bps across various tenures
(between three years and 20 years)
since Aprl, he said.

Growth drivers for bonds this
year, he said, would depend on the
pump  priming measures imple-
mented by the government under
the Economic Transformation
Programme, such 2 the much antic-

Malaysian Rating Corp Bhd
(MARC) CEO Mohd Razlan Mohamed
felt the magnitude of the “trimming™
ofholdmpofnmboukbybr-

investor demand for ringgit bonds
was affected by exchange rate expec-
tations.

The demand for ringgit bonds/
sukuk he said was not driven by
foreign investors as the flush liquid-
ity in the country’s domestic bank-
ing and capital markets continued to
support the ability of the market to
absorb new supply of PDS.

Despte the negative gl eo-
nomic situation, Razlan said the out-
look of bondsfsukuk issuance in
Malaysia remained positive this

year, noting that the domestic bond
pipeimmldbemudbymr—

- porate spending and few infrastruc-

ture projects.



