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Malaysian Government Securities (MGS) and Government Investment 

Issues (GII) 

▪ Yield Movement: MGS and GII yields fell across most of the curve, moving 
between -9.4 bps to 1.2 bps. The 10-Y MGS yield fell 8.3 bps to 3.947%, 
while the 10-Y GII declined 3.2 bps to 4.021%.  

▪ Key drivers: Domestic investors positioned ahead of Budget 2027, helped 
by a mild recovery in global bonds after strong UST auctions. Gains were 
concentrated in the 7-Y to 10-Y MGS. The 3-Y GII edged higher despite a 
robust 3.02x bid-to-cover (BTC) ratio at the 3.5-Y GII reopening. 
Expectations of contained fiscal slippage in Budget 2027 anchored 
sentiment. The World Bank's upgrade of Malaysia's 2026 GDP growth 
forecast to 5.1% from 4.4% on AI-related investment, added further 
support. 

▪ Flows and outlook: Foreign investors sold a net RM3.0b of Malaysian 
bonds last week and RM0.8b of Bursa Malaysia equities, their second 
straight week of net equity selling. That left domestic investors to lead the 
rally. Budget 2027's deficit target is the key swing factor. Signs of minimal 
fiscal slippage should keep the long end anchored. Today’s labour market, 
industrial production and retail trade data, followed by next week’s 3Q26 
advance GDP estimate, will test domestic growth momentum. We expect 
MGS yields to stay supported with a mild downward bias. A December Fed 
hike and BNM's expected 1Q27 normalisation should keep the front end 
sticky. 

▪ Auction Result 

▪ 3.5-Y MGII 10/29 (reopening): Demand was strong, with a BTC ratio of 
3.02x. The auction raised RM5.0b at an average yield of 3.506%. 

▪ Upcoming Auction: Reopening of the 15-Y MGS, with RM3.5b on tender, 
with an additional RM1.5b to be privately placed. 

▪ United States Treasuries (UST) 

▪ Yield Movement: UST yields fell across the curve by 0.1 bps to 3.4 bps. 
The 10-Y UST yield fell 1.4 bps to 5.227%, while the 2-Y UST yield declined 
3.4 bps to 4.758%.  

▪ Key drivers: French fiscal and political turmoil drove safe-haven demand 
for USTs. Strong 10-year and 30-year auctions confirmed that buyers step 
in at current yield levels. President Trump's pledge not to strike Iran before 
the November midterms briefly eased oil prices, but reports of US strike 
plans kept Brent above USD100/barrel. Hawkish September FOMC 
minutes, which signalled another hike by year-end, capped the decline. 

▪ Outlook: UST yields are likely to remain rangebound ahead of next week's 
key inflation releases. September US core CPI is the main focus. Consensus 
is converging on 0.2% MoM, which should support expectations of an 
October pause. We maintain our call for a 25 bps December hike to 4.00-
4.25%. PPI and retail sales will give further reads on underlying 
momentum. Sticky oil prices and lingering geopolitical risk tilt inflation risks 
higher, which should limit any meaningful decline in UST yields. 

 

 

 

Graph 1: USDMYR and 10Y MGS-UST Yield Differential 

Source: Kenanga Research, Bloomberg 

Table 2: Annual Issuances of MGS and GII 

 

MGS (RM b) GII (RM b) 

2025 2026 2025 2026 

Reopening 67.5 60.0 61.5 55.0 

New Issuances 15.0 15.0 24.5 15.0 

Source: Kenanga Research, BNM, Macrobond 

Bond Market Weekly Outlook 
Budget 2027 sets the tone for October: long end anchored, front end pinned by Fed and BNM 

Table 3: 2026 Auction Calendar 

Month 
Issues Issue Date 

Auction 
(RM Mil) 

PP* 
(RM Mil) 

Total 
(RM Mil) 

BTC* 
(x) 

Average 
Yield (% 

Highest 
Yield (%) 

Lowest 
Yield (%) 

 10-yr Reopening of MGII 7/36 3.447%  10/09/2026 5,000.00 - 5,000.00 2.29 4.149 4.160 4.138 

Sep 7-yr Reopening of MGS 4/33 3.844%  21/09/2026 5,000.00 - 5,000.00 2.17 3.983 3.999 3.959 

 30-yr Reopening of MGII 1/56  30/09/2026 3,000.00 2,000.00 5,000.00 2.01 4.508 4.520 4.495 

 3.5-yr Reopening of MGII 10/29  09/10/2026 5,000.00 - 5,000.00 3.02 3.506 3.519 3.493 

Oct 15-yr Reopening of MGS 1/41  - - - - - - - - 

 20-yr Reopening of MGII 5/45 3.775%  - - - - - - - - 

 10-yr New Issue of MGS (Mat on 10/36)          

Source: Kenanga Research, BNM FAST, *PP= Private Placement, *BTC= Bid-to-cover ratio 

 

Table 1: 10Y MGS, 10Y UST, Ringgit and OPR Outlook 
 

                                                                    Long Term* 

 Q3-26 Q4-26F Q1-27F Q2-27F Q3-27F 

MGS 3.99 3.88 3.87 3.78 3.65 

UST 5.28 4.80 4.75 4.69 4.58 

USDMYR 4.08 4.00 4.05 4.02 3.95  

OPR 2.75 2.75 3.00 3.00 3.00 

*F=Forecasts for end of period            
Source: Kenanga Research, Bloomberg 
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Graph 5: UST Yield Curve 

 
Source: Kenanga Research, Bloomberg 

 
 

   

   

   

   

                                             

                                  

Graph 4: MGS Yield Curve 

 
Source: Kenanga Research, Bloomberg 

 
 

   

   

   

   

                                              

                                  

Graph 6: Selected Asian 10-Year Bond Yield Spread (bps) 

Source: Kenanga Research, Bloomberg 

Note: Yield spread with 10-year UST 

Graph 7: Selected Global 10-Year Bond Yield Spread (bps) 

 
Source: Kenanga Research, Bloomberg 

Note: Yield spread with 10-year UST 

 

     

      

      

      

      

      

                       

  

  

  

  

  

  

    

    

     

      

      

                  

  

  

  

  

  

Graph 2: MGS Yield Trend 

 

 Source: Kenanga Research, Bloomberg 

 

   

   

   

   

                              

                                  

Graph 3: UST Yield Trend 

 
Source: Kenanga Research, Bloomberg 
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Table 3: Bond Yield Movements 

 01/01/26 08/10/25 09/09/26 01/10/26 08/10/26     

Bonds YTD Last Year Last Month Last Week Yesterday ytd (bps) yoy (bps) mom (bps) wow (bps) 

MGS 

30Y MGS 3.980 4.041 4.432 4.432 4.420 44.00 37.90 -1.20 -1.20 

20Y MGS 3.840 3.873 4.442 4.342 4.306 46.60 43.30 -13.60 -3.60 

15Y MGS 3.746 3.748 4.312 4.197 4.207 46.10 45.90 -10.50 1.00 

10Y MGS 3.492 3.512 4.117 4.030 3.947 45.50 43.50 -17.00 -8.30 

7Y MGS 3.367 3.498 4.035 4.028 3.934 56.70 43.60 -10.10 -9.40 

5Y MGS 3.256 3.236 3.760 3.773 3.762 50.60 52.60 0.20 -1.10 

3Y MGS 2.998 3.117 3.501 3.482 3.475 47.70 35.80 -2.60 -0.70 

GII 

20Y GII 3.862 3.908 4.368 4.352 4.343 48.10 43.50 -2.50 -0.90 

10Y GII 3.524 3.515 4.126 4.053 4.021 49.70 50.60 -10.50 -3.20 

7Y GII 3.341 3.367 4.046 3.999 3.941 60.00 57.40 -10.50 -5.80 

3Y GII 3.101 3.152 3.510 3.497 3.509 40.80 35.70 -0.10 1.20 

UST 

30Y UST 4.844 4.708 5.289 5.613 5.600 75.65 89.26 31.12 -1.25 

20Y UST 4.793 4.669 5.291 5.649 5.648 85.53 97.91 35.73 -0.11 

10Y UST 4.167 4.117 4.841 5.241 5.227 105.98 110.97 38.62 -1.39 

7Y UST 3.939 3.898 4.723 5.128 5.107 116.80 120.93 38.45 -2.02 

5Y UST 3.725 3.715 4.616 5.011 4.989 126.37 127.39 37.26 -2.17 

3Y UST 3.539 3.594 4.524 4.909 4.889 135.03 129.50 36.50 -1.96 

2Y UST 3.473 3.580 4.430 4.791 4.758 128.47 117.75 32.82 -3.37 

MAJOR 10Y GOVERNMENT BONDS 

10Y EU 2.854 2.678 3.442 3.507 3.492 63.80 81.40 5.00 -1.50 

10Y UK 4.479 4.709 5.261 5.398 5.481 100.20 77.20 22.00 8.30 

10Y JP 2.066 1.690 2.886 3.125 3.093 102.70 140.30 20.70 -3.20 

10Y CN 1.855 1.871 1.680 1.678 1.683 -17.20 -18.77 0.30 0.50 

10Y SG 2.117 1.853 2.363 2.486 2.495 37.81 64.14 13.20 0.86 

10Y ID 6.070 6.180 7.099 7.165 7.209 113.90 102.90 11.00 4.40 

10Y TH 1.659 1.447 2.290 2.390 2.392 73.29 94.47 10.21 0.21 
 

Source: Kenanga Research, Bloomberg 
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