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2Figure 1: MGS 10YR - 3YR interest rate spread could 

compress 

 
Figure 2: MGS 10YR yield to close below 3.34% 
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 Malaysia will remain in the FTSE Russell World 
Government Bond Index as indicated by the firm on March 
29, 2021. In the short-term, this is positive for the domestic 
bond market and presents some tactical trading ideas. 
 

 We recommend to look for opportunities to engage in 
interest rate spread play between MGS 10YR – 3YR. The 
risk of this interest rate spread easing towards 100 bps 
from the current 121 bps is high in our view. 

 

 In the MGS 10YR sector, from a tactical trading 
perspective, start looking for opportunities to go long as 
risks are building for the MGS 10YR yield to close below 
its 90 day moving average yield of 3.34%. 
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Spread play between MGS 10YR – 3YR in the spotlight 
 
Malaysia has been removed from the watch list and will be retained in the FTSE Russell World Government Bond 
Index (WGBI) per the firm’s press release on March 29, 2021. The recent market accessibility measures introduced 
by Bank Negara Malaysia (BNM) has been a catalyst for the decision, in particular the measures to improve secondary 
market bond liquidity and enhancing the foreign exchange market structure and liquidity.  
 
On back of this announcement by FTSE Russell, from a tactical trading perspective, we believe the domestic 
bond markets will react positively. The main implications for markets are: 

 The recent selling pressure, notably in the back end of the Malaysian Government Securities (MGS) 
market, could ease temporarily in our view. In the short-term, the back end could de-link temporarily from 
the movements in the UST10YR market. 
 

 The interest rate spread between the MGS 3YR and MGS 10YR could ease towards 100 bps from current 
levels of 121 bps (Figure 1). 
 

 The technical picture on the MGS 10YR indicates that it is susceptible to close below its 90-day moving 
average yield of 3.34%. A breach below that yield would make the interest rate spread play between the 
MGS 10YR and MGS 3YR an attractive trading opportunity (Figure 2). 
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Disclaimer Economics and Market Strategy  

This report is prepared for information purposes only by the Economics and Market Strategy division within RHB Bank Berhad and/or its subsidiaries, 
related companies and affiliates, as applicable (“RHB”).  
 
All research is based on material compiled from data considered to be reliable at the time of writing, but RHB does not make any representation or 
warranty, express or implied, as to its accuracy, completeness or correctness. 
 
Neither this report, nor any opinion expressed herein, should be construed as an offer to sell or a solicitation of an offer to acquire any securities or 
financial instruments mentioned herein. RHB (including its officers, directors, associates, connected parties, and/or employees) accepts no liability 
whatsoever for any direct or consequential loss arising from the use of this report or its contents. This report may not be reproduced, distributed or 
published by any recipient for any purpose without prior consent of RHB and RHB (including its officers, directors, associates, connected parties, and/or 
employees) accepts no liability whatsoever for the actions of third parties in this respect. 
 
Recipients are reminded that the financial circumstances surrounding any company or any market covered in the reports may change since the time of 
their publication. The contents of this report are also subject to change without any notification.  
 
This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment 
decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments 
referenced herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor’s specific 
investment objectives and financial position. The material in this report is general information intended for recipients who understand the risks of investing 
in financial instruments. This report does not take into account whether an investment or course of action and any associated risks are suitable for the 
recipient. Any recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal 
circumstances. Investors should make their own independent evaluation of the information contained herein, consider their own investment objective, 
financial situation and particular needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in 
any securities or the investment strategies discussed or recommended in this report. 
 
RHB (including its respective directors, associates, connected parties and/or employees) may own or have positions in securities or financial instruments 
of the company(ies) covered in this research report or any securities or financial instruments related thereto, and may from time to time add to, or 
dispose off, or may be materially interested in any such securities or financial instruments. Further, RHB does and seeks to do business with the 
company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities 
or financial instruments of such company(ies), may sell them or buy them from customers on a principal basis and may also perform or seek to perform 
significant banking, advisory or underwriting services for or relating to such company(ies), as well as solicit such banking, advisory or other services 
from any entity mentioned in this research report. 
 
RHB (including its respective directors, associates, connected parties and/or employees)  do not accept any liability, be it directly, indirectly or 
consequential losses, loss of profits or damages that may arise from any reliance based on this report or further communication given in relation to this 
report, including where such losses, loss of profits or damages are alleged to have arisen due to the contents of such report or communication being 
perceived as defamatory in nature. 
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