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Cagamas helps to realise the dream of homeownership

A major responsibility of Cagamas is to provide mortgage guarantees on housing loans for
B40 and gig economy employees with low income and no financing track records.

CEO pointed out that Cagamas through the Government’s initiatives i.e., SRP and SPB
scheme has actively promote/encourage homeownership among nation..

Secondary mortgage financing helps to increase homeownership within the low- and
middle-income worker

SRP helps purchase of affordable housing

As everyone know, bank is reluctant to provide financing if the borrower does not have any
financing track record. SRP scheme enables B40 and M40 to have chance to own their
dream house.

SRP helps borrower who does not have track record to get financing from bank to purchase
house.

Since inception of SRP and SPB, about 52,023 loans/ financing worth RM11.1 billion have
been approved as at end of 2020. About 87% are from the B40 group. The number of new
loans/ financing approved in 2020 increased by 21% with 18,787new loans/ financing worth
RMA4.2 billion. This means 18,878 borrowers has realized their dream to purchase first home.

With the launch of Digital SRP last September 2020, SRP is expected to increase its reach
to eligible homebuyers through digital distribution channels.
The CEO expects the cumulative loans/financing will reach RM15 billion by 2021.

Approved RM690 million loans in Q1

Response for digital SRP has been good in the first quarter of 2021, with about 3,000 loans /
financing worth RM690 million were approved.

One of the main functions of Cagamas SRP Berhad, a wholly owned subsidiary of Cagamas
Holdings is to provide mortgage guarantee under SRP and SPB.

This also helps bank to address a maturity structure mismatch between long term housing
loans (up to 30 years) and short-term saving deposits (less than 1 year).

Up to December 2020, the Company has cumulatively refinanced about RM142 billion or 1.8
million houses in the secondary mortgage market.

This year, the company is expected to purchase RM9 billion housing loans from bank, an
increase of 28.6% or RM2 billion from RM7 billion.



The Company provides channels to access liquidity and manage risk through issuances of
bonds/ sukuk in the capital market. The Company purchase housing loans from the bank to
provide liquidity, while bank provide long term affordable housing loans to borrower.

In 2020, the Company has issued RM11.7 billion of bonds and sukuk. 74% or RM8.6 billion
were raised via conventional issuance and 26% or RM3.1 billion was via sukuk

The Company has issued over RM10 billion of bond/sukuk for 4 consecutive years despite
declining amount of Malaysia’s corporate issuances, demonstrates its consistent ability to
raise competitive funding.

Malaysia’ Second Largest Bond/sukuk Issuance Company

Cagamas is the second largest issuer of debt instruments after the Government of Malaysia
and the largest issuer of AAA corporate bonds and sukuk in the market. Cagamas model is
well regarded by the World Bank as the most successful secondary mortgage liquidity
facility.

Since incorporation in 1986, the Group has cumulatively issued RM349.7 billion of
conventional bonds; sukuk includes RM10.4 billion ringgit equivalent of foreign currency
sukuk issuances and RM10.2 billion Residential Mortgage Backed Securities.

Cumulative Issuance of RM339.5 billion debt securities

Up to December 2020, Cagamas has cumulatively issued RM339.5 billion worth of corporate
bonds and Sukuk. The company issued RM11.7 billion debt securities last year and
expected to issue RM10 billion this year.

The CEO expects the following events will contribute to some paositive activities in the
domestic bond market this year
e Sustained foreign flows for 11th consecutive month, despite rising US yields and
USD strength,
e Removal of Malaysia from FTSE Russel’s watchlist — a testament to various effective
policies and initiatives by the regulator in improving market accessibility and liquidity
¢ Moody’s reaffirmed Malaysia at A3/stable in January even after Fitch lowered the
rating to BBB +/stable in December (S&P in June this year)

Headwinds remain in Ringgit bonds
He said that there are still headwinds for ringgit bonds, mainly due to the rise and volatility of
US Treasury yields, and the large domestic supply of Malaysian government bonds + MGII

(up to 160 billion ringgit). The domestic MGS has been relatively stable

He believes that the MGS curve will remain steep, but it will not continue to steep because of
excessive bond selling in March.



He said that the major risks in the Malaysian bond market include continued rise in US
Treasury yields, higher US inflation, and S&P rating action against Malaysia scheduled for
June this year. Currently, Malaysia is rated A- with stable outlook.

The Company is exploring to expand its issuance to retail investors in Malaysia through the
exchange-traded bond and sukuk (ETBS) platform. Last year, Malaysia has issued a total of
RM148.8 billion of Malaysian government bonds and MGII (Source: Bond Pricing Agency,
BPA), and RM104.6 billion of corporate bonds.

Optimistic about the bond market this year

In 2020, the first RM100 million affordable housing ASEAN sustainability sukuk and the first
RM100 million ASEAN sustainability bond for SMEs were issued. This can be said to be a
milestone for the institution; RAM sustainability has assigned the two issues with the highest
social benefit ratings.

This shows that despite ample liquidity and low interest rates, the institution still has the
ability to continue to raise competitive funding.

The institution is optimistic about the bond market this year. It is expected to issue 10 billion
bonds and sukuk this year, including the issuance of ASEAN sustainability bonds/Sukuk, of
which RM1 billion is foreign currency bonds.



