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Macro Note

Malaysia: Foreign Portfolio Outflows Persist In July

Tuesday, 10 August 2021 = Malaysia recorded a larger foreign portfolio outflows totalling MYR5.0bn in Jul (Jun: -MYR1.7bn;
May: +MYR1.7bn). This came after overseas investors continued to pare down their holdings of
Malaysian equities for 25 months in a row (Jul: -MYR1.3bn; Jun: -MYR1.2bn) and Malaysian
debt securities by the most since Mar 2020 (Jul: -MYR3.6bn; Jun: -MYRO0.5bn). Debt instruments
Julia Goh that succumbed to foreign selling last month were Malaysian Government Securities (MGS, -

Senior Economist MYR3.6bn), Treasury Bills (-MYRO.6bn), and private Sukuk (-MYRO0.05bn).
Julia.Gohml@uob.com.my

Loke Siew Ting = Bank Negara Malaysia’s foreign reserves remained at the highest level since Dec 2014, rising

Economist merely by USD1.3m m/m to USD111.100bn as at end-Jul (end-Jun: +USDO0.2bn m/m to

Jasrine.lokest@uob.com.my USD111.099bn). The latest reserves position is sufficient to finance 8.1 months of retained
imports and is 1.1 times total short-term external debt.

=  The volatility of capital flows in emerging markets has increased significantly since Jun as US
Fed moves closer to QE tapering, renewed uncertainty around COVID-19 infections and China’s
regulatory crackdown spark concerns over a softer global growth momentum ahead. Constrained
fiscal space and fluid political situations at home further present challenges to Malaysia’s foreign
portfolio flows and subsequently undermine the near-term outlook for MYR. Major events to
watch in the coming month include Malaysia’s 2Q21 GDP release (on 13 Aug), Jackson Hole
Economic Symposium (on 26-28 Aug), and the reconvening of Malaysia’s Parliament (on 6 Sep).

Both Debt And Equity Markets Faced Stronger Selling Pressures In Jul

Malaysia recorded a larger foreign portfolio outflows totalling MYR5.0bn in Jul (Jun: -MYR1.7bn; May: +MYRZ1.7bn). This came after
overseas investors continued to pare down their holdings of Malaysian equities for 25 months in a row (Jul: -MYR1.3bn; Jun: -
MYR1.2bn) and Malaysian debt securities by the most since Mar 2020 (Jul: -MYR3.6bn; Jun: -MYRO0.5bn). Debt instruments that
succumbed to foreign selling last month were Malaysian Government Securities (MGS, -MYR3.6bn), Treasury Bills (-MYRO0.6bn),
and private Sukuk (-MYRO0.05bn).

The breakdown of foreign debt flows in Jul and YTD (in MYR bn) are as follows:

Type Of Debt Instrument Jan-Jul 2020 Jan-Jul 2021
1. Malaysian Government Securities (MGS) +0.44 -3.58 +0.70 +11.23
2. Government Investment Issues (Gll) +0.25 +0.43 -0.43 +6.40
3. Malaysian Treasury Bills (MTB) -0.24 -0.55 +2.71 +4.31
4. Private Debt Securities (PDS) including private Sukuk +0.05 +0.06 -0.67 +0.80
5. Bank Negara Malaysia Bills (BNM Bills) -1.00 n.a. -1.00 -2.00

Year to date (YTD), foreign holdings of Malaysian government bonds (MGS & Gll) declined for the first time in 15 months by
MYR3.2bn to MYR219.8bn as at end-Jul (end-Jun: +MYRO.7bn to MYR223.0bn). This brought foreign shareholdings of Malaysian
government bonds to a 5-month low of 24.6% (from 25.1% in Jun). For MGS alone, foreign investors held MYR188.6bn or 40.4% of
total MGS outstanding as at end-Jul (end-Jun: MYR192.1bn or 40.4%). For GlI, overseas investors further increased their holdings
to MYR31.2bn, which was equivalent to 7.8% of total Gl outstanding last month (from MYR30.8bn or 7.9% as at end-Jun).

In the Malaysian equities space, foreign ownerships dropped to an all-time low of 20.2% of total market capitalisation as at end-Jul
(end-Jun: 20.3%; end -2020: 20.7%; end-2019: 22.3%).

Foreign Reserves Remained At The Highest Since Dec 2014

Bank Negara Malaysia’s (BNM) foreign reserves rose by just USD1.3m m/m to USD111.100bn as at end-Jul (end-Jun: +USDO0.2bn
m/m to USD111.099bn), keeping its highest level since Dec 2014. The latest reserves position is sufficient to finance 8.1 months of
retained imports and is 1.1 times total short-term external debt. YTD, foreign reserves jumped by USD3.5bn in the first seven months
of 2021, marking the largest gain since Jan-Jul 2017 when it increased by USD4.9bn (Jan-Jul 2020: +USDO0.6bn).
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While BNM has yet to publish its Jul FX swaps data, the central bank’s net short position in FX swaps narrowed for the second
straight month by USDO0.6bn m/m to USD7.8bn or 7.0% of total foreign reserves as at end-Jun (end-May: -USD0.6bn m/m to
USD8.3bn or 7.5% of total foreign reserves).

Foreign Holdings Of Malaysian Bonds And Equities Quarterly Flows Into Malaysian Equities and Bonds
Source: Macrobond, UOB Global Economics & Markets Research Source: Macrobond, UOB Global Economics & Markets Research
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Non-Resident Portfolio Flows Into EMs Breakdown Of Foreign Flows Into MYR Bonds
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Foreign Reserves Vs. USDMYR BNM’s Short Position In FX Swaps

Source: Macrobond, UOB Global Economics & Markets Research Source: Macrobond, UOB Global Economics & Markets Research
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Disclaimer

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for whatever
purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would be contrary to its laws
or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment product/securities/instruments.
Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please consult your own professional advisors about
the suitability of any investment product/securities/ instruments for your investment objectives, financial situation and particular needs.

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects prevailing
conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future events or performance
of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results. The
views expressed within this publication are solely those of the author’s and are independent of the actual trading positions of United Overseas Bank
Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). Views expressed reflect the author’s judgment as at the date of
this publication and are subject to change.

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. UOB
Group may have also issued other reports, publications or documents expressing views which are different from those stated in this publication.
Although every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information contained in this publication,
UOB Group makes no representation or warranty, whether express or implied, as to its accuracy, completeness and objectivity and accept no
responsibility or liability relating to any losses or damages howsoever suffered by any person arising from any reliance on the views expressed or
information in this publication.
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