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Review 

 
 As widely expected, the Fed raised its federal funds rate by 50bps to 0.75%-1.00% at its May 2022 FOMC 

meeting and revealed its plan to shrink its balance sheet by USD47.5b per month starting Jun 2022 before 

doubling the amount to USD95b after three months. At his press conference, Fed Chair Powell 

acknowledged that inflation could remain substantially elevated and signalled more half-point hikes in the 

coming meetings although a 75bps hike has been ruled out for now. Powell also reiterated that the US 

economy is very strong and well positioned to handle the planned rate hikes, an indication that reining in 

inflation remains the Fed’s immediate focus.  

 The advance estimate of the US real GDP unexpectedly fell 1.4% in 1Q2022 (4Q2022: +6.9%), dragged by 

weak net exports, reversal of private inventories and weaker government spending and investment. 

Nevertheless, consumer spending, housing and private sector investment continued to post healthy growth. 

Concerns of a risk of the economy slipping into recession are further mitigated by strong job reports released 

recently. Meanwhile, Democrats were reportedly in the midst of reviving the social and climate package that 

failed to pass along party lines early this year. 

 The fear of high inflation becoming entrenched has resulted in bellwether central banks tightening their 

monetary policy. In Apr 2022, both the Reserve Bank of New Zealand and Bank of Canada raised their 

policy rates by 50bps to 1.50% and 1.00% respectively. Similarly, Reserve Bank of Australia hawkishly 

guided more hikes in the coming months after lifting its policy rate by 25bps to an unconventional level of 

0.35%, while Bank of England raised rates by another 25bps to 1.00% in early May 2022. Closer to home, 

Bank of Korea delivered another 25bps hike, bringing its 7D repo rate to 1.50%, the highest level since Jul 

2019 while Monetary Authority of Singapore tightened its monetary policy by re-centering the S$NEER mid-

point and steepening the appreciation slope. Meanwhile, Reserve Bank of India surprised the market with an 

unscheduled 40bps hike to its benchmark repo rate to 4.40%. That said, ECB held its policy rate unchanged 

and maintained its plan to end its asset purchase programme in 3Q2022, a move that is viewed as less 

aggressive and Bank of Tokyo maintained its ultra-loose policy at its latest policy meeting. 

 China delivered a strong 1Q2022 GDP growth of 4.8% YoY (4Q2021: 4.0% YoY) on expanded industrial 

production and fixed asset investments although economic indicators moderated in Mar 2022, a reflection of 

domestic lockdowns. Recall that the recent spike in Covid-19 cases in China’s major cities, including 

Shanghai and Beijing, has resulted in the re-imposition of lockdowns that are expected to take an economic 

toll. That said, China’s focus on maintaining stability regarding growth, unemployment and inflation is clear. 

Notably, the latest Politburo meeting, chaired by President Xi, reiterated China’s commitment to deliver its 

growth target of around 5.5% and maintain its dynamic zero-Covid-19 strategy. To achieve its goals, the 

government will accelerate pro-growth policies, ramp up planned infrastructure investment and implement 

proper housing policy to support the troubled property sector.  

 The Russia-Ukraine war seems to have turned into a long-run crisis after Moscow took control of Ukraine’s 

strategically important port city of Mariupol. Having said that, the US and its allies have continued to step-up 

sanctions on Russia and poured military aids, including heavy weaponry, into Ukraine. The US’ military 

assistance including advanced munitions to Ukraine totalled more than USD3.7b since the start of the war 

and President Biden has in end-Apr 2022 upped the ante with an announcement of USD33b aid for Ukraine 

and European security through Sep 2022, a sign that Washington is bracing for a lengthy conflict. Likewise, 

EU has also approved the third tranche of military assistance worth EUR500m to Ukraine and is working on 

an oil embargo after the International Energy Agency agreed to release 60m barrels of oil, on top of the US’ 

180m barrels over a six-month period. Meanwhile, Bulgaria is considering Ukraine’s request to help repair 

heavy weaponry at its plant and has offered to help transit gas to Ukraine from Greece and Turkey. 

Separately, the United Nations has voted in favour of suspending Russia from the UN Human Rights Council 

while the US is calling for Russia’s expulsion from the G20. 
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 Malaysia transitioned into the endemic phase in Apr 2022 and is in talks with other countries for the 

recognition of Malaysia’s Covid-19 vaccination and test certificates. Meanwhile, requirements for the wearing 

of face masks outdoors, scanning of MySejahtera and pre-departure and on-arrival tests for fully vaccinated 

travellers have been scrapped effective 1 May 2022. These developments coupled with the availability of 

antiviral drugs for the treatment of infected adults at high risk of developing severe symptoms will continue to 

support economic recovery. Meanwhile, World Bank lowered Malaysia’s 2022 GDP growth forecast to 5.5% 

from 5.8% previously, while IMF revised its global and ASEAN-5 growth forecasts to 3.6% and 5.3% from 

4.4% and 5.6% previously to reflect the direct impact of the Russia-Ukraine war on top of the impediments 

from the Omicron variant. The Fund also warned that the tightening in advanced economy could exert 

pressure on capital flows in emerging markets. 

 Four auctions were held in the month of Apr 2022, the new 10.5Y MGII 10/32, the new 20.5Y MGS 10/42, 

the re-opening of the 15Y MGII 07/36 and the new 7Y MGS 04/29. The auctions received an average 

bid-to-cover ratio of 2.124x.  

 RM4.5b new 10.5-year MGII averaging 4.193% at a bid-to-cover ratio of 2.503x; 

 RM2.5b new 20.5-year MGS averaging 4.696% at a bid-to-cover ratio of 1.918x; 

 RM2.5b re-opening of 15-year MGII averaging 4.826% at a bid-to-cover ratio of 1.879x; and 

 RM5.0b new 7-year MGS averaging 4.470% at a bid-to-cover ratio of 2.196x 

 

 Malaysia’s MGS curve moved significantly higher in the month of Apr 2022. The yields of the 3-, 5-, 10- 

and 15-year MGS rose 31bps, 53bps, 53bps and 59bps respectively to close the month at 3.49%, 

3.92%, 4.38% and 4.83% respectively. Similarly, yields of MGII ended higher with yields of the 3-, 5-, 

10- and 15-year MGII increasing 53bps, 55bps, 49bps and 52bps respectively to end the month at 

3.48%, 4.05%, 4.41% and 4.82% respectively. 

 

 

BENCHMARK 

 

Dec 2021  

Yield 

 

 

Mar 2022 

 Yield 

 

Apr 2022  

Yield 

 

MOM 

Change 

 

YTD 

Change 

3-year MGS 2.81% 3.18% 3.49% + 31 bps + 68 bps 

5-year MGS 3.16% 3.39% 3.92% + 53 bps + 76 bps 

10-year MGS 3.56% 3.85% 4.38% + 53 bps + 82 bps 

15-year MGS 3.94% 4.24% 4.83% + 59 bps + 89 bps 

Source: Bloomberg 
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Source: Bloomberg 
 

BENCHMARK 
Dec 2021 

Yield 

Mar 2022 

Yield 

Apr 2022 

Yield 

MOM 

Change 

YTD 

Change 

3-year MGII 2.90% 2.95% 3.48% + 53 bps + 58 bps 

5-year MGII 3.21% 3.49% 4.05% + 55 bps + 84 bps 

10-year MGII 3.62% 3.92% 4.41% + 49 bps + 79 bps 

15-year MGII 3.93% 4.30% 4.82% + 52bps + 89 bps 

Source: Bloomberg 
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Outlook 

 

 Malaysia’s headline inflation rate decelerated further to a 5-month low of 2.2% YoY in Feb 2022 (Jan 

2022: 2.3% YoY) as higher Food & Non-Alcoholic Beverages (+3.7% YoY) and Transportation (+3.9% 

YoY) inflations were partially offset by a softer growth in Housing, Water, Electricity, Gas and Other 

Fuels (+0.8% YoY) price. Having said that, core inflation accelerated to 1.8% YoY (Jan 2022: +1.6% 

YoY), a reflection of the broadening increase in prices of goods and services. Having said that, we 

expect the 2022 inflation rate to remain modest, coming in within BNM’s forecast of 2.2% to 3.2%. 

 Malaysia’s Mar 2022 headline inflation rate came in unchanged at 2.2% YoY as higher Food & Non-

Alcoholic Beverages (+4.0% YoY) and Transportation (+2.6% YoY) inflations were partially offset by a 

softer growth in Housing, Water, Electricity, Gas and Other Fuels (+0.9% YoY) prices. Having said 

that, core inflation accelerated further to 2.0% YoY (Feb 2022: +1.8% YoY), a reflection of the 

broadening increase in prices of goods and services. Overall inflationary risk remains tilted to the 

upside although the government’s commitment to ensure price stability of basic necessities could help 

mitigate some pressure. For 2022, full year inflation is expected to remain modest, coming in within 

BNM’s forecast of 2.2% to 3.2%. 

 Markets across the globe remained highly volatile in Apr 2022, driven predominantly by higher rate 

hike expectations across developed markets and the ongoing geopolitical conflicts. We note that the 

concern over tighter global financial conditions has started to be reflected in the FX weakness and 

volatility in emerging economies, exerting pressure on central banks to re-assess their monetary policy 

stance. In Malaysia, the sovereign yield curve shifted much higher in the month of Apr 2022 despite 

inflationary pressure staying relatively muted thus far. In the near term, volatilities in the global market 

are expected to persist as sentiments continue to be weighed by concerns on global growth outlook 

and inflation outlook on the back of the on-going Russia-Ukraine war and China's strict Covid-19 

containment measures. For 2022, we believe the main themes surrounding the Malaysian bond market 

are Malaysia’s economic growth, inflationary pressures and monetary policy normalization, potential 

general elections as well as the supply-demand dynamics. 

 There will be three auctions in the month of May 2022, the new 30Y MGII 05/52, the re-opening of the 

10Y MGS 07/32 and the re-opening of the 3Y MGII 10/25. While there is still ample liquidity in the 

system, the outcome of these auctions is likely to be influenced by prevailing market sentiment. On the 

corporate front, we expect mixed demand for corporate bonds as investors continue to be selective in 

their investments. 
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Table 1: Indicative Rates (%)  

 30-Apr-22 

MBB O/N* 0.25 

MBB1-Week* 0.35 

MBB 1-Mth FD* 1.50 

MBB 6-Mth FD* 1.80 

MBB 1-Year FD* 1.85 

  

1-mth BNM MN 1.78 

3-mth BNM MN 1.81 

3-mth KLIBOR 1.99 

  

CP  

1-mth (P1) 2.41 

3-mth (P1) 2.66 

Source: Bloomberg/Bondstream 

* Maybank2u.com.my 

 

 

Table 2: Indicative Bond Yields (%) 

 3yr 5yr 7yr 10yr 15yr 

MGS 3.64 4.01 4.45 4.32 4.84 

GII 3.68 3.91 4.38 4.42 4.84 

Swap rate* 3.48 3.87 4.07 4.28 4.63 

AAA 3.90 4.30 4.69 4.80 5.21 

AA1 3.99 4.40 4.79 4.90 5.30 

AA2 4.08 4.50 4.89 5.01 5.41 

AA3 4.17 4.60 4.98 5.13 5.53 

A1 4.83 5.31 5.78 5.99 6.54 

A2 5.48 6.07 6.60 6.96 7.64 

A3 6.13 6.82 7.42 7.95 8.73 

Source: Bloomberg*/Bondstream 
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Disclaimer  

This document is prepared for information purposes only and may not be published, circulated, reproduced or distributed in whole 
or part, whether directly or indirectly, to any other person without the prior written consent of Eastspring Investments Berhad. It 
should not be construed as an offer or solicitation for the subscription, purchase or sale of any securities mentioned herein . Whilst 
we have taken all reasonable care to ensure that the information contained in this document is not untrue or misleading at the 
time of publication, we cannot guarantee its accuracy or completeness. Any opinion or estimate contained in this document is 
subject to change without notice. Investors may wish to seek advice from a professional adviser before making a commitmen t to 

invest in units of any of our funds. Eastspring Investments Berhad and its related and affiliated corporations together with their 
respective directors and officers may have or may take positions in the securities mentioned in this document and may also 
perform or seek to perform other investment services for the corporations whose securities are mentioned in this document as 
well as other parties. The graphs or charts are included for illustrative purposes only. Past performance is not necessarily a guide 
to future performance. The predictions, projections, or forecast on the economy, securities markets or the economic trends of  the 
markets are not necessarily indicative of the future or likely performance of Eastspring Investments Berhad or any funds managed 
by Eastspring Investments Berhad. The value and any income accruing to the investments, if any, may fall as well as rise. An 
investment is subject to investment risks, including the possible loss of the principal amount invested.  

Eastspring Investments ("Eastspring") is an ultimately wholly owned subsidiary of Prudential plc. Prudential plc, is incorporated 

and registered in England and Wales. Registered office: 1 Angel Court, London EC2R 7AG. Registered number 1397169. 
Prudential plc is a holding company, some of whose subsidiaries are authorized and regulated, as applicable, by the Hong Kong 
Insurance Authority and other regulatory authorities. Prudential plc is not affiliated in any manner with Prudential Financia l, Inc., 
a company whose principal place of business is in the United States of America or with the Prudential Assurance Company 
Limited, a subsidiary of M&G plc. A company incorporated in the United Kingdom. 


