
Fund Name

  1. MBF

  2. MAS

  3. MMMF

  4. MAM

  5. MBPF

  6. MCMF

  7. MAT2

  8. MSDS

  9. MSCM

3 Month Interest Rates

M'sia T-Bill Band 4 3.000 ^ 3.000 ^^

KLIBOR 3.410 3.400

US Govt. Bond 0.477 0.299

3-Year Bonds

AAA' Corp. 4.225 3.877

MGS 3.849 3.030

US Govt. Bond 1.393 0.989

5-Year Bonds

AAA' Corp. 4.406 4.072

MGS 4.033 3.307

US Govt. Bond 1.842 1.307

10-Year Bonds

AAA' Corp. 4.753 4.472

MGS 4.354 3.602

US Govt. Bond 2.381 1.826

Source: Bloomberg

^ As at 28 Nov 2016

^^ As at 28 Oct 2016
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3-month KLIBOR & Malaysia T-Bill Band 4 Trend Over 3 Years 

Bond Market Review: Monthly Ended 30 
November 2016 

The surprise victory of Donald Trump in the Presidential 
Election have resulted in a global bond rout and taken 
their toll on Emerging Market currencies. The market 
expects Republicans’ fiscal policy to channel massive 
stimulus to boost economy growth, which will in turn lead 
to higher inflation. This expectation was priced into the 
movements of US Treasury (UST) yields; the yield curve 
bear steepened with the 3-year, 5-year and 10-year 
yields up 40bps, 54bps and 56bps month-on-month, 
respectively. The rise in yield also reflected expectation 
of a rate hike by the Federal Reserve (Fed) in December 
2016.  
  
The Malaysian Government Securities (MGS) market 
also experienced a major sell-off. MGS yield curve bear 
flattened, with the 3-year, 5-year and 10-year MGS up 
+82bps, +73bps and +75bps month-on-month, 
respectively. Expectation of a year-end rate cut 
diminished as Ringgit depreciated sharply against the US 
Dollar and 3Q16 gross domestic product growth numbers 
came out resilient. Since then, policymakers have 
reiterated their commitment to provide liquidity to ensure 
orderly functioning of the foreign exchange (FX) market. 
  
Two government bond auctions were held in November 
2016, i.e. the re-opening auctions of the 7-year 
Government Investment Issue (GII) and 10-year MGS. 
Despite the bearish market sentiment, demand was 
decent with bid to cover ratios of above 2 times as high 
yields attracted value hunting from onshore money.  
  
During the month, the corporate bond secondary market 
was quiet as most investors stayed sideline. Credit 
spreads tightened significantly given that corporate 
bonds have not fully repriced following the government 
bonds sell-off. 
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The Fed is widely expected to raise the Feds Fund Rate 
in the December’s Federal Open Market Committee 
(FOMC) meeting. Beyond that, the pace of rate hikes in 
2017 will be heavily influenced by how Trump’s policy 
pledges pan out. In the meantime, financial market 
volatility will persist given the uncertainties.  
  
Monetary policies across other countries, particularly 
within the Asian region, are expected to remain 
accommodative at this juncture amid feeble economic 
recovery and uncertainties regarding Trump’s trade 
policies. 
  
The Malaysian economy is expected to be driven 
mainly by domestic demand thanks to government 
pump-priming efforts and a gradual recovery in private 
consumption. Higher oil prices should also provide 
support for the government’s fiscal policies. 
Nevertheless, exports are expected to remain weak, 
dragged by anemic global trade and financial market 
volatility, particularly in the foreign exchange market. 
We still expect local inflation to remain manageable 
despite the recovery in oil price and private 
consumption. 
  
In the coming months, there is high likelihood that 
Malaysia’s Overnight Policy Rate will remain flat and 
MGS yields should consolidate towards 1Q2017. On 
top of that, we are cautious on the possibility of capital 
outflow from Malaysia given the volatile FX market, high 
foreign ownership of government bonds and weak 
external position. We are also wary on the impact of 
both domestic and global political risks to the financial 
market. 
 

Bond Market Outlook 
 

This document is prepared by Manulife Asset Management Services Berhad. It is not intended to be an offer or invitation to subscribe or purchase of funds.  
 
Investors are advised to read and understand the contents of the Master Prospectus dated 30 June 2016, the Supplemental Master Prospectus dated 15 September 2016, the Master 
Prospectus dated 29 December 2015,  the Supplemental Master Prospectus dated 11 March 2016, the Second Supplemental Master Prospectus dated 3 June 2016, the Prospectus 
dated 17 October 2014, the Supplemental Prospectus dated 7 November 2014, the Information Memorandum dated 19 December 2014, the Supplemental Information Memorandum 
dated 1 June 2015 and the respective Product Highlights Sheet(s), obtainable at our offices, before investing. The prospectuses and information memorandum have been registered 
with the Securities Commission Malaysia who takes no responsibility for its contents. Investors should also consider the fees and charges involved. The price of units and investment 
returns, may go down as well as up. Past performances of the funds are not an indication of the funds' future performances. Units will only be issued on receipt of the application form 
accompanying the prospectuses and information memorandum. There are risks involved with investing in the funds. Some of these risks associated with investments in the funds are 
interest rate fluctuation risk, foreign exchange or currency risk, country risk, political risk, credit risk and non-compliance risk. For further details on the risk profile of all the funds, 
please refer to the Risk Factors section in the prospectuses and information memorandum. 
 


