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Auction Calendar 2025

BNM has released the auction calendar for the coming year, and there will be a total of
36 auctions (comprising 18 issuances of Gll and 18 issuances of MGS) in 2025; similar
to the number of MGS/GII issuances which also totaled 36 in 2024. To recap, gross
MGS/GII supply in 2024 was RM175.0b (2023: RM185.0bn), less than our initial
projection of RM178.5bn after the government cancelled the final auction of the year
on reduced funding requirements towards the end of the year. Net issuance for the
year consequentially declined to RM82.0bn (2023: RM93.2bn).

Looking into 2025, total maturities of MGS/GII will decline to about RM83.5bn (2024:
RM93.0bn). Gross MGS/GII supply is expected to fall to circa RM164.0bn. With
major central banks expected to continue to reduce policy rates in the new year, with
the exception of Japan, and BNM expected to stand pat on rates amidst continued
muted inflation domestically, the year ahead is shaping up to be a constructive one for
fixed income markets. We think that the shorter-dated maturities could have some
room to outperform as the government looks to continue to its debt management
approach of terming out maturities, with the expected reduction in gross supply
for the year likely to be reflected in smaller issuance sizes for the shorter-dated
bond auctions. The table below summarizes our projected sizes for upcoming
MGS/GII auctions in 2025.

MGS/GII scheduled issuance pipeline for 2025

MGS/GII issuance pipeline in 2025

Tenure Tender Quarter Projected Private
(yrs) Month Issuance Placement
Size
(RM mil)

1 7-yr Reopening of MGS 07/32 7 Jan Q1 4,000
2 |15.5-yr New Issue of MGII (Mat on 07/40) 15 Jan Q1 5,000 *
3 3-yr Reopening of MGII 07/28 3 Jan Q1 4,000
4 30-yr Reopening of MGS 03/53 30 Feb Q1 5,000 L
5 7-yr Reopening of MGII 10/31 7 Feb Q1 4,000
6 20-yr Reopening of MGS 05/44 20 Feb Q1 5,000 2
7 5.5-yr New Issue of MGII (Mat on 08/30) 5 Feb Q1 4,500
8 15-yr Reopening of MGS 04/39 15 Mar Q1 5,000 g
9 30-yr Reopening of MGII 03/54 30 Mar Q1 5,000 e
10 |10-yr Reopening of MGS 07/34 10 Mar Q1 4,000
11 |15-yr Reopening of MGII 07/40 15 Apr Q2 5,000 R
12 |3-yr Reopening of MGS 04/28 3 Apr Q2 4,000
13 |10-yr New Issue of MGIl (Mat on 04/35) 10 Apr Q2 4,500
14 |5-yr New Issue of MGS (Mat on 05/30) 5 May Q2 4,500
15 |20-yr New Issue of MGII (Mat on 05/45) 20 May Q2 5,000 3
16 |15-yr Reopening of MGS 04/39 15 Jun Q2 5,000 J
17 |30-yr Reopening of MGII 03/54 30 Jun Q2 5,000 -
18 |10-yr New Issue of MGS (Mat on 07/35) 10 Jun Q2 4,500
19 |7-yr Reopening of MGII 10/31 7 Jul Q3 4,000
20 ([30-yr New Issue of MGS (Mat on 07/55) 30 Jul Q3 5,000 <
21 |[10-yr Reopening of MGII 04/35 10 Jul Q3 4,000
22 [20-yr Reopening of MGS 05/44 20 Aug Q3 5,000 R
23 |[15-yr Reopening of MGII 07/40 15 Aug Q3 5,000 <
24 |5-yr Reopening of MGS 5/30 5 Aug Q3 4,000
25 [20-yr Reopening of MGII 05/45 20 Aug Q3 5,000 <
26 |[3-yr Reopening of MGS 04/28 3 Sep Q3 4,000
27 |[30-yr New Issue of MGII (Mat on 09/55) (Kha 30 Sep Q3 5,000 gt
28 |[15-yr Reopening of MGS 04/39 15 Sep Q3 5,000 2
29 [3-yr Reopening of MGII 07/28 3 Sep Q3 4,000
30 ([30-yr Reopening of MGS 07/55 30 Oct Q4 5,000 <
31 [5-yr Reopening of MGII 08/30 5 Oct Q4 4,000
32 [20-yr Reopening of MGS 05/44 20 Oct Q4 5,000 3
33 [10-yr Reopening of MGII 04/35 10 Nov Q4 4,000
34 |7-yr Reopening of MGS 07/32 7 Nov [ Q4 4,000
35 |20-yr Reopening of MGII 05/45 20 Nov Q4 5,000 *
36 |[10-yr Reopening of MGS 07/35 10 Dec Q4 4,000

Gross MGS/GII supply in 2025 164,000

* Private Placement
Source: BNM, HLBB Global Markets Research
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Continued fiscal consolidation expected in 2025

As we progress to 2025, the Federal Government'’s fiscal consolidation is expected to
gather steam, with a projected budget deficit of 3.8% of GDP narrowing from 2024’s
expected deficit of 4.3% of GDP as laid out during Budget 2025. The Federal
Government’s revenue is expected to increase by 5.5% to RM339.7bn, from the
expected RM322.1bn in 2024. Development expenditure (DE) is expected to remain
steady at RM86.0bn in 2025, while operating expenditure (OPEX) is expected to rise
in 2025 by 4.2% to RM335.0bn from the expected RM321.5bn for 2024. Fiscal
discipline is likely to continue to be a theme in the upcoming year, with the actual fiscal
deficit in 2024 likely to come in narrower than what the government projected in mid-
October, as reflected by the cancelled final government bond auction for the year due
to reduced funding needs. (Note: The government had projected 2024 bond issuance
of RM182.5bn during the Budget 2025 announcement; actual issuance was
RM175.0bn, which could translate into a positive surprise of up to 0.4% of GDP for the

2024 deficit).

FEDERAL GOVT REVENUE & EXPENDITURE 2023 2024E 2025F

RM (Billion)

Revenue 315.0 322.1 339.7
Operating Expenditure 311.3 321.5 335.0
Current balance Surplus/(Deficit) 3.7 0.6 4.7
Gross Development Expenditure 96.1 86.0 86.0
less: loan recoverables 1.0 1.2 1.3
Net Development Expenditure 95.1 84.8 84.7
Overall surplus/(deficit) (91.4) (84.3) (80.0)
Fiscal Deficit as a % of GDP 5.0 4.3 3.8
Source: MOF Updates on Economic & Fiscal Outlook and Revenue Estimates 2025
Report

Expect lower gross MGS/GII supply in 2025 at RM164.0bn, amidst
maturities amounting to RM83.5bn

RM ( Billion) 2023 2024E 2025E
Federal Govt deficit 91.4 84.3 80.0
MGS/GII Maturities 78.2 93.0 83.5
Net Govt Bond Supply (MGS/GII) 93.3 82.0 80.5
Gross Supply (MGS+ Gll only) 171.5 175.0 164.0

Source: MOF Fiscal Outlook 2025, HLBB Global Markets Research

For 2025, we project gross MGS/GII supply to come down to circa RM164.0bn
versus the lower than expected issuance of RM175.0bn for 2024. We have taken
cognizance of the following in arriving at the abovementioned figures:

e There is a scheduled maturity of USD1bn of the MALAYS 25, which we expect will
be refunded with a new similar size foreign currency issuance, in line with
continued efforts to support the global sukuk market.

e OQutstanding bills (MITB and MTB) issuances amounts to RM15.0bn as at the time
of writing compared to RM20.0bn as at the end of 2023. We think that the amount
of bill funding will remain relatively stable in 2025 with no major changes in the
amount outstanding.

On a net MGS/GII supply perspective, the estimated net supply of circa RM80.5bn is
expected to be slightly lower compared to previous years (2024: RM82.0bn and 2023:
RM93.3bn).
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MGS/GII Issuance pipeline in 2025 versus maturities: Our key
takeaways....

Based on the maturity profiles tables below; most of the maturities are scheduled
to take place in the second half of the year with peak maturities between July
through October. Issuance for 2025 will be more concentrated in the first and
third quarter of the year, before tapering off in the final quarter:

Q1-RM45.5bn
Q2-RM37.5bn
Q3-RM50.0bn
Q4-RM31.0bn
Quarter 2025 Stock Monthly Maturity (RM'm)  Quarterly Maturity (RM'm)
JAN
1 FEB
MAR MGS 3/25 16,720 16,720
APR
2 MAY
JUN 0
JuL MGS 7/25 3,000
3 AUG Gl 8/25 12,500
SEP MGS 9/25 26,757 42,257
OCT Gll 10/25 24,500
4 NOV
DEC 24,500
Total 83,477 83,477

Source: Bloomberg, HLBB Global Markets Research

With little in terms of maturities, the supply dynamics are seen to be more
challenging for the first half of 2025, before becoming more favorable in the
second half of the year as the bulk of the scheduled maturities start to come due.

Maturity Profile of MGS/GII as at 31 Dec 2024
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Source: Bloomberg, HLBB Global Markets Research

From the profile of planned issuances, the government appears to be continuing to
smoothen out the maturity profile extending out from 2029 as the current maturity
profile of government bonds weighs heavier on the shorter-end of the curve (2026-
2028). The number of longer-dated issuances will increase in 2025, with 24 issuances
of 10yrs maturity and above out of the planned 36 issuances, compared to 21 out of
36 issuances that were 10yrs maturity and above in 2024.
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Number of Issuances

Tenure 2024 2025 Change
3Y 4 4 0
5Y 5 4 -1
7Y 6 4 -2
10Y 6 6 0
15Y 5 6 1
20Y 5 6 1
3 5 6 1

oy
Total 36 36

Source: BNM, HLBB Global Markets Research

(=}

The rise in longer-dated issuance and reduction in shorter-dated ones should
see some steepening bias in government bond yield curves, with the front end of
the maturity spectrum likely to see some outperformance. The 7Y sector in particular
is seen to have some scope to do well this coming year, with 4 auctions planned
in 2025 only versus the 6 we had in 2024. Looking at the expected issuance amounts
by bucket as per the table below shows a similar picture:

Expected Amount of Issuance by Bucket (RM'm)

Tenure 2024 2025 Change
3y 19,500 16,000 (3,500)
5Y 23,500 17,000 (6,500)
7Y 30,000 16,000 (14,000)
10Y 27,000 25,000 (2,000)
15Y 25,000 30,000 5,000

20Y 25,000 30,000 5,000
30Y 25,000 30,000 5,000
Total 175,000 164,000 -

Source: BNM, HLBB Global Markets Research

We expect a more constructive environment for government bond markets in
general in the coming year, with major central banks still looking to ease policy,
and BNM expected to hold policy steady in the absence of inflationary pressures
domestically. The expected reduction in MGS and Gll issuance in 2025 will lend
further support to the constructive tone especially in the second half of the year
when the supply dynamics are more favourable. We see a scope for possible
outperformance in the shorter dated maturities as the profile of issuance veers
more towards longer maturities, with the 7Y sector likely to benefit the most from
the reduced supply in that bucket this year compared to last. The continued
retargeting of subsidies will likely see inflation being more of an issue compared
to 2024, but the impact is likely to be limited, allowing BNM to continue to hold
rates steady as growth continues to remain on the strong side.

4]



FIXED INCOME )% HonglLeong Bank

January 2, 2025

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global Markets
Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

Email: HLMarkets@hlbb.hongleong.com.my

DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or solicitation
with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or
commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a
reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in
or derived from or omission from the reports or matter. HLBB may, to the extent permitted by law, buy, sell or hold significantly long or short positions;
act as investment and/or commercial bankers; be represented on the board of the issuers; and/or engage in ‘market making’ of securities mentioned
herein. The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts
made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report
are based on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a
representation that the matters referred to therein will occur. Any projections or forecasts mentioned in this report may not be achieved due to multiple
risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No
assurance can be given that any opinion described herein would yield favorable investment results. Recipients who are not market professional or
institutional investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on
the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB
does not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof
agrees to be bound by the foregoing limitations.
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