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SEAN bond markets
have better growth
prospects than devel-
oped markets due to
their higher yields, and this could
lead to stronger currencies and
potential rating upgrades, say
market experts and analysts.

CIMB-Principal Asset Manage-
ment Bhd chief executive officer
Munirah Khairuddin said this
achievement was largely due to
various incentives and policies
implemented by governments in
the region.

These include, for instance, re-
duction of withholding tax and
improvement in market liquidity.

“Government bonds from
Malaysia, Thailand, Indonesia
and the Philippines are now in-
cluded in various bond indices
such as JP Morgan Emerging
Market Board Index (EMBI),
which are widely used by global
bond investors.

“For Malaysia, the market has a
large investor base, comprising
pension funds, insurance funds,
asset management companies,
financial institutions and others,
to provide breadth and depth as
well as liquidity in the market,”
said Munirah.

She was speaking to reporters

at the CIMB Asean Research In-

: stitute roundtable series themed

“Broadening investor base in
Asean bond markets”, held yes-
terday.

The combined size of the
Asean bond markets was US$1.19
trillion in June compared with
US$112.76 billion in 1997.

There was a call to broaden the
bond market investor base to en-
sure a more diverse and balanced
financial system and financing
for infrastructure and other de-
velopmental priorities.

Meanwhile, recent measures
introduced by Bank Negara
Malaysia to allow foreign fund
managers to dynamically hedge
their currency risks in ringgit
bond investments and the intro-
duction of the appointed over-
seas office have proven to be ef-
fective.

“The measures have managed
to attract stable flows of foreign
investment into the ringgit bond
market, and at the same time,
develop the onshore forex mar-
ket,” said Datuk Chung Chee
Leong, Cagamas Bhd chief exec-
utive officer.

The Asian Development Bank
estimates that the region needs
US$I10 billion in infrastructure
expenditure annually until 2025
as issuances of long-term local
currency bonds will allow infras-
tructure project owners to match
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the currency and maturity profile
of their financing needs.

In order to grow the local cur-
rency bond markets, policymak-
ers in Asean need to focus on
promoting financial stability and
market resilience, including
through intervention measures
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in urgent times, foster the de-
velopment of domestic investors,
facilitate larger bond markets
and enhance regional integra-
tion.

A diverse investor base com-
prising local institutional in-
vestors, local financial institu-

tions, local retail investors and
foreign fund managers will con-
tribute towards a deeper and
broader domestic bond markets
as an over-concentration of a
particular class of investor could
cause market disruption during
tough economic conditions.



