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FIXED INCOME

Bond supply intact as May fiscal deficit narrows

e Solid revenue collection (+10.9% mom) and prudent spending (-7.1% mom)
narrowed Malaysia’s fiscal deficit to RM6.3bn in May from RM12.1bn in Apr.

e Lower oil prices (USD70-75/bbl) and the Budi diesel scheme should further
reduce fuel subsidy spending from ~RM4bn in May (Mar-Apr: RM4.7-4.9bn).

e Negative net MGS/GlII issuance in Jul, together with an expected OPR hold
by BNM on 9 Jul, should provide a supportive backdrop for govvies.

A narrower May fiscal gap boosts government’s cash buffer

e Malaysia's fiscal deficit declined to RM6.3bn in May from RM12.1bn in Apr.
Government revenue rose 10.9% mom (+9.8% yoy) to RM30.4bn, while expenditure
fell 7.1% mom—but remained 19.5% higher yoy—at RM36.7bn, partly due to lower
RON95 and diesel subsidy outlays of ~RM4.0bn (MOF guidance, Apr: RM4.9bn). With
net T-bill and bond issuance of RM14bn exceeding the monthly fiscal gap, federal
government deposits with the banking system increased 20.5% mom to RM42.2bn
(Apr: RM35.0bn), while placements with BNM rose to RM12.8bn as of 15 Jun (29
May: RM6.3bn, 30 Apr: RM4.1bn, Figure 8).

e  Cumulatively, the fiscal deficit widened slightly by 5.0% yoy to RM35.5bn (1.7% of
GDP) in 5M26. Revenue collection reached RM138.4bn, or 40.3% of the full-year
target, ahead of the 2015-2025 average run-rate of 38.2% (Figure 3), while
expenditure accounted for 41.6% of the full-year realization (Figure 5), broadly in
line with historical trends despite higher fuel subsidy outlays.

e  With oil prices retracing to pre-conflict levels, fuel subsidy pressures should ease
in the coming months. However, as 5M26 RON95 and diesel subsidy outlays have
already exhausted the full-year budget allocation of RM15bn, any additional
subsidy costs would largely need to be offset by expenditure rationalisation and/or
stronger revenue collection, although fiscal policy could become more
accommodative (Figure 9) to ensure domestic growth engines remain supported as
we enter into election cycle.

e That said, the legislative requirement to maintain a non-negative current balance
(i.e. revenue > operating expenditure) should limit any sizeable deviation from the
official fiscal deficit target of 3.5% of GDP. More importantly, any residual funding
requirement can be accommodated through higher MITB and MTB issuance, leaving
our gross MGS/GII supply forecast unchanged at RM185bn in 2026 (RM5bn per
auction).

e Primary market demand remained resilient despite the heavy May-Jun supply
calendar, with seven consecutive auctions well absorbed at a weighted average
BTC of 2.60x and tight pricing ranges (1-2bps). Looking ahead, the auction calendar
moderates to three auctions in Jul (10Y MGS 07/35, 3Y GIl 10/29 and 15Y MGS
01/41). With RM20bn of MGS maturing on 15 Jul, we expect net MGS/GlI issuance
to turn negative in Jul (-RM5bn), which, together with an expected OPR hold on 9
Jul, should provide a supportive backdrop for MYR government bonds. The
unchanged MGS/GII supply outlook, led by easing oil prices, should keep the 3s10s
curve anchored around 35-40bps. While election-related uncertainties may trigger
temporary curve steepening (Figure 13), we expect such moves to present
opportunities to position for subsequent curve normalisation as political
uncertainty recedes. We keep our 10Y MGS yield forecast of 3.55-3.70% for 2H26.

Figure 1: A narrower fiscal deficit in May — below net T-bill and bond issuance of
RM14bn — lifts federal government deposits
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Figure 2: Monthly government revenue collection remains solid in
May

Figure 3: 5M26 revenue collection was ahead of average 2015-
2025 run-rate of 38.2%
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Figure 4: Monthly government expenditure (OPEX and net DE)
collection accelerated in Apr-May

% ofannual Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2014 7.7 149 22.3 30.6 38.6 46.2 54.2 64.3 73.0 81.9 90.4 100.0
2015 7.9 16.4 23.5 31.7 39.8 48.7 56.9 65.4 74.4 82.8 92.0 100.0
2016 6.7 13.1 23.0 30.3 38.9 45.3 52.5 63.6 71.8 80.8 89.6 100.0
2017 7.0 13.9 21.2 28.1 37.2 44.0 53.3 62.7 70.7 80.5 89.9 100.0
2018 8.1 13.0 23.3 309 39.8 459 55.0 62.5 71.2 80.6 90.9 100.0
2019 8.1 15.8 24.1 32.0 39.9 47.6 55.9 64.7 73.6 83.1 93.2 100.0
2020 7.8 14.7 20.1 28.7 37.2 45.2 50.2 59.4 65.8 74.5 85.9 100.0
2021 7.1 129 21.2 30.7 38.6 45.5 52.4 59.4 67.5 79.2 90.0 100.0
2022 7.2 12.0 21.3 279 34.8 42.2 50.4 58.9 70.5 81.6 92.6 100.0
2023 8.5 15.4 24.2 31.3 39.8 47.1 55.4 63.9 71.8 79.6 88.1 100.0
2024 7.0 12.8 21.6 28.7 36.5 42.8 51.6 61.0 69.7 78.2 87.9 100.0
2025 7.2 131 21.5 289 37.1 439 52.7 61.8 71.8 81.2 89.1 100.0
2026 8.2 14.4 23.5 31.5 40.3

2015-2025 7.5 13.9 22.3 29.9 38.2 45.3 53.3 62.1 70.8 80.2 89.9 100.0

2023-2025 7.6 13.8 22.4 29.6 37.8 44.6 53.2 62.3 71.1 79.7 88.4 100.0

SOURCE: MACROBOND, CIMB TREASURY AND MARKETS RESEARCH

Figure 5: 5M26 government expenditure exceeded average 2015-
2025 run-rate of 41.5%
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Figure 6: 1Q26 revenue breakdown

% ofannual Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2014 7.6 15.8 24.1 329 39.6 46.9 54.9 62.3 70.5 78.7 87.0 100.0
2015 9.4 16.6 24.7 34.2 40.5 47.8 54.4 62.5 71.5 80.0 88.1 100.0
2016 9.7 17.6 26.5 35.7 43.3 51.4 57.6 66.0 74.6 83.3 91.5 100.0
2017 9.0 17.4 25.6 34.2 43.1 50.3 57.1 64.6 72.5 82.3 92.8 100.0
2018 9.4 149 23.0 34.4 44.7 48.1 55.3 62.4 70.0 79.6 89.4 100.0
2019 7.1 143 22.4 31.8 40.2 46.9 54.6 63.0 71.7 81.2 89.9 100.0
2020 9.8 16.7 25.9 37.5 44.7 52.6 60.6 66.3 75.4 84.3 94.4 100.0
2021 9.7 18.2 28.5 37.0 44.2 52.2 58.5 64.7 74.8 81.8 93.1 100.0
2022 7.5 14.2 23.4 31.2 37.3 45.0 51.5 58.7 67.2 77.0 87.8 100.0
2023 8.5 15.5 22.9 30.2 38.9 46.3 53.2 61.2 68.3 78.4 88.5 100.0
2024 7.8 15.7 23.9 33.0 40.7 47.2 54.6 62.8 70.4 79.2 88.7 100.0
2025 7.9 141 229 31.1 38.5 45.7 54.4 62.5 70.8 80.9 90.3 100.0
2026 8.7 149 23.4 32.8 41.6

2015-2025 8.7 15.9 24.5 33.7 41.5 48.5 55.6 63.1 71.6 80.7 90.4 100.0

2023-2025 8.1 15.1 23.2 31.4 39.4 46.4 54.1 62.1 69.8 79.5 89.2 100.0

SOURCE: MACROBOND, CIMB TREASURY AND MARKETS RESEARCH

RM bn 1025  4Q25  1Q26 .
Federal Government Revenue 721 94.6 80.6 11.8 (14.8)
Tax 56.8 64.6 61.8 8.8 (4.4)
Direct Tax 38.2 43.3 38.9 1.8 (10.2)
Companies Income Tax 21.4 23.0 20.3 (4.8) (11.7)
Individuals Income Tax 9.9 10.0 12.0 211 19.4
Petroleum Income Tax (PITA) 2.8 4.8 2.0 (27.1) (57.7)
Stamp Duties 2.5 3.5 2.7 7.0 (22.7)
Indirect Tax 18.6 21.3 22.9 233 7.3
Export Duties 0.5 0.4 0.5 (2.8) 26.1
Import Duties 0.7 0.8 0.7 3.2 (14.6)
Excise Duties 3.0 3.5 2.7 (10.2) (23.9)
Sales Tax 5.2 71 7.1 35.8 0.2)
Service Tax 7.6 7.9 10.7 40.4 35.1
Non-Tax 14.4 26.0 16.2 12.5 (37.6)
Interest & Returns on Investment 7.7 21.0 9.5 23.5 (55.0)
Licences & Permits 2.3 2.6 2.5 4.8 (6.5)
Petroleum Royalty 2.8 - 2.5 (10.7) -
Other Non-Tax Revenue 1.6 2.4 1.8 11.4 (24.2)
Non-Revenue Receipts 0.9 4.0 2.6 185.1 (35.0)

SOURCE: MACROBOND, CIMB TREASURY AND MARKETS RESEARCH

Revenue remained resilient despite weaker oil-related
receipts. Federal government revenue grew 11.8% yoy to
RM80.6bn (23% of the full-year target), supported by stronger
SST (+38.5% yoy), personal income tax (+21.1% yoy) and
investment income (+23.5% yoy), which more than offset
declines in corporate income tax (-4.8% yoy), petroleum
income tax (-27.1% yoy) and excise duties (-10.2% yoy).
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Figure 7: 1Q26 expenditure breakdown

RM bn 1025  4Q25  1Q26 .

Operating Expenditure 76.5 92.4 83.2 8.8 (10.0)
Emoluments 26.0 25.3 27.0 4.1 68 o
Pension & Gratuities 10.1 9.7 11.0 8.2 13.1
Debt Service Charges 8.5 15.2 12.0 41.0 (21.0)
Supplies & Services 7.8 15.1 6.6 (15.5) (56.3)
Subsidies 12.9 16.6 17.2 33.7 4.1
Grants & Transfers 10.9 9.6 9.2 (15.8) (4.2)
Asset Acquisition 0.1 0.7 0.0 (73.9) (95.7)
Others 0.1 0.2 0.1 11.0 (37.2) R

Development Expenditure 17.8 28.2 14.8 (17.1) (47.7)

Figure 8: Federal government deposits increased

The 1Q26 fiscal breakdown points to disciplined expenditure
management.

Operating expenditure (OPEX) rose 8.8% yoy to RM83.2bn,
equivalent to 25% of the full-year budget and broadly in line
with the 10-year average. Lower supply and services spending
(-15.5% yoy), likely reflecting government cost-saving
measures, partly offset the sharp increase in subsidy payments
(+33.7% yoy).

Development expenditure (DE) declined 17.1% yoy to
RM14.8bn, accounting for just 18.2% of the annual allocation
versus the 2016-2025 average of 22.6%.

Figure 9: Government expenditure rose 2 months ahead of the
general elections in 2018 and 2022
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Figure 12: Non-resident flows in government bonds - monthly

Figure 13: 3s10s spread widens briefly three months ahead of GE
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DISCLAIMERS AND DISCLOSURES

The content of this report (including the views and opinions expressed herein, and the information comprised herein) has been prepared
by and belongs to CIMB and is distributed by CIMB. The content of this report may be subject to copyright.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation.

By accepting this report, the recipient hereof represents and warrants that it is entitled to receive this report in accordance with the
restrictions set forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions etc.”
set out below). Any failure to comply with these limitations may constitute a violation of law. This report is being supplied to you strictly
on the basis that it will remain confidential. No part of this report may be: (i) copied, photocopied, duplicated, stored or reproduced in
any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person; in each case in whole or in part, for
any purpose, without the prior written consent of CIMB.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.
CIMB may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so or change the
periodicity of reports at any time. CIMB is under no obligation to update this report in the event of a change (whether material or
otherwise) to the information contained in this report. CIMB has no, and will not accept any, obligation to: (i) check or ensure that the
content of this report remains current, reliable or relevant; (ii) ensure that the content of this report constitutes all the information a
prospective investor may require; or (iii) ensure the adequacy, accuracy, completeness, reliability or fairness of any views, opinions and
information; and accordingly, CIMB and its affiliates and related persons (and their respective directors, associates, connected persons
and/or employees) shall not be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect
or consequential losses, loss of profits and damages) of any reliance hereon or usage hereof. In particular, CIMB disclaims all responsibility
and liability for the views and opinions set out in this report.

Unless otherwise specified, this report is based upon sources which CIMB considers to be reliable. Such sources will, unless otherwise
specified, for market data, be market data and prices available from the market or information aggregation service providers, or, where
appropriate, any other commonly accepted sources. Information on the accounts and business of entity(ies) will generally be based on
published statements of the entity(ies), information disseminated by regulatory information services, other publicly available information
and information resulting from our research.

Whilst every effort is made to ensure that statements of fact made in this report are accurate, all estimates, projections, forecasts,
expressions of opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as
of the date of the document in which they are contained and must not be construed as a representation that the matters referred to
therein will occur. Past performance is not a reliable indicator of future performance. The value of investments may go down as well as
up and those investing may, depending on the investments in question, lose more than the initial investment. This report shall not
constitute an offer or an invitation by or on behalf of CIMB or its affiliates to any person to buy or sell any investments.

CIMB and its affiliates and related companies, and their respective directors, associates, connected parties and/or employees, may own
or have positions in currencies, commodities, or securities (to be construed to include equity, fixed income, derivatives and any other
securities) covered in this report or any securities related thereto, and may from time to time add to or dispose of, or may be materially
interested in, any such currencies, commodities or securities. Further, CIMB, its affiliates and its related companies do and seek to do
business with the entity(ies) covered in this report and may from time to time act as market maker or have assumed an underwriting
commitment in securities of such entity(ies), may sell them to or buy them from customers on a principal basis and may also perform or
seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such entity(ies) as well
as solicit such investment, advisory or other services from any entity mentioned in this report. In such capacities, CIMB, its affiliates and
its related companies may engage in transactions in a manner inconsistent with any views expressed in this report.

CIMB or its affiliates may enter into agreements with the entity(ies) covered in this report relating to the production of reports. CIMB
may disclose the contents of this report to the entity(ies) covered by it and may have amended the contents of this report following such
disclosure.

The analyst(s) responsible for the production of this report hereby certify that the views expressed herein accurately and exclusively
reflect their personal views and opinions about any and all of the currencies, commodities, securities and entities analysed in this report
and were prepared independently and autonomously. No part of the compensation of the analyst(s) was, is or will be directly or indirectly
related to the inclusion of specific recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this report
from receiving any compensation, incentive or bonus based on specific investment banking transactions or for providing a specific
recommendation, view or opinion of a particular entity(ies). Information barriers and other arrangements may be established where
necessary to prevent conflicts of interests arising. However, the analyst(s) may receive compensation that is based on their coverage of
entity(ies) in the performance of their duties or the performance of their recommendations and research personnel involved in the
preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this report, an
investor should be aware that any or all of the foregoing, and CIMB may be in a conflicted position by virtue of its business and proprietary
trading positions as CIMB transacts products and securities of the financial markets. Additional information is, subject to the duties of
confidentiality, available on request.

Reports relating to a specific geographical area are produced by the corresponding CIMB related entity as listed in the table below. The
term “CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction
referenced below, or, in every other case, CIMB Group Holdings Berhad and its affiliates, subsidiaries and related companies.
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Country CIMB related entity Regulated by

Indonesia PT Bank CIMB Niaga Tbk Financial Services Authority of Indonesia

Malaysia CIMB Investment Bank Berhad Securities Commission Malaysia and Bank Negara Malaysia

Singapore CIMB Bank Berhad Monetary Authority of Singapore

Thailand CIMB Thai Bank PCL The Bank of Thailand and the Securities and Exchange
Commission of Thailand

Hong Kong CIMB Bank Berhad Hong Kong Monetary Authority and Securities and Futures
Commission

This report does not purport to contain all the information that a prospective investor may require. CIMB and its affiliates do not make
any guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any
such information, view or opinion contained in this report. Neither CIMB nor any of its affiliates nor its related persons shall be liable in
any manner whatsoever for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and
damages) of any reliance hereon or usage hereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB's and its
affiliates’ clients generally and does not have regard to the specific investment objectives, financial situation and the particular needs
of any specific person who may receive this report. The information and opinions in this report are not and should not be construed or
considered as an offer, invitation, recommendation or solicitation to buy or sell the currencies, commodities, securities, related
investments or other financial instruments or any derivative instrument, or any rights pertaining thereto. CIMB does not act as a financial
adviser, consultant, or fiduciary to you or any of your agents with respect to any information provided in this report.

Investors are advised to make their own independent evaluation of the information contained in this report, consider their own individual
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal,
business, financial, tax and other aspects before participating in any transaction in respect of the currencies, commodities and securities
covered in this report. The currencies, commodities and securities covered in this report may not be eligible for sale in all jurisdictions
or to all categories of investors.

The information we provide is directed only to persons or entities we believe to be financially sophisticated, who are capable of evaluating
investment risks independently, both in general and with regard to particular transactions and investment strategies, and who understand
that CIMB has financial interests in the offering of its product and services. If this is not the case, and if you are a retail investor receiving
this directly from us, we ask that you inform us immediately.

Restrictions on Distributions etc.

Indonesia: This report is issued and distributed by PT Bank CIMB Niaga Tbk ("CIMBN") for the exclusive use of any recipient who warrants,
by receipt of this report, that such recipient is an institutional client as such term may apply under the relevant legislations in Indonesia.

The information, views and opinions in this report are our own as of the date hereof and are subject to change. CIMBN has no obligation
to update its views or opinions or the information in this report. This report or any copy hereof may only be distributed in Indonesia or
to any Indonesian citizens wherever they are domiciled or to Indonesian residents in a manner which does not trigger a public offering in
Indonesia under the applicable Indonesian capital market laws and regulations.

This report is not an offer of, solicitation or invitation to sell or to buy or subscribe for securities in Indonesia. This report is provided to
the recipient on a strictly confidential basis and is intended for informational or educational purposes only. This report is not intended to
be a prospectus, and has not been registered as a prospectus with any regulatory body in Indonesia. The securities referred to in this
report have not been registered with the Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant Indonesian capital
market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens
through a public offering or in circumstances which constitute public offering requirements within the meaning of any provisions under
the Law Number 8 of 1995 regarding Capital Market and other relevant Indonesian capital market law and regulations.

Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”) solely for the benefit of and for the exclusive
use of our clients. CIMB has no obligation to update, revise or reaffirm its opinion or the information in this report after the date of this
report.

Singapore: This report is issued and distributed by CIMB Bank Berhad ("CIMBB"). CIMBB is a financial adviser licensed under the Financial
Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses or research reports,
whether in electronic, print or other form. Accordingly, CIMBB is subject to the applicable rules under the FAA unless it is able to avail
itself to any prescribed exemptions.

Recipients of this report are to contact CIMBB, 50 Raffles Place, #03-03, CIMB Plaza, Singapore in respect of any matters arising from, or
in connection with, this report. CIMBB has no obligation to update its opinion or the information in this report. This report is only to be
received by an accredited investor, expert investor or institutional investor. This report is strictly confidential and has been provided to
you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, for any purpose. If you have
received this report by mistake, please delete or destroy it, and notify the sender immediately.

If the recipient is an accredited investor, expert investor or institutional investor, the recipient is deemed to acknowledge that CIMBB is
exempt from certain requirements under the FAA and its attendant regulations, and as such, is exempt from complying with the following:
(a) Section 25 of the FAA (obligation to disclose product information);
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(b) Section 27 of the FAA (duty not to make recommendation with respect to any investment product without having a reasonable basis
where you may be reasonably expected to rely on the recommendation);

(c) Section 36 of the FAA (obligation on disclosure of interest in securities);

(d) MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-NO3];

(e) MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; and

(f) any other laws, regulations, notices, directive, guidelines, circulars and practice notes which relate to the above, to the extent
permitted by applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines,
circulars and practice notes as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert
investor or institutional investor acknowledges that CIMBB is exempt from Section 27 of the FAA, the recipient will also not be able to file
a civil claim against CIMBB for any loss or damage arising from the recipient’s reliance on any recommendation made by CIMBB which
would otherwise be a right that is available to the recipient under Section 27 of the FAA, the recipient will also not be able to file a civil
claim against CIMBB for any loss or damage arising from the recipient’s reliance on any recommendation made by CIMBB which would
otherwise be a right that is available to the recipient under Section 27 of the FAA

Thailand: This report is distributed by CIMB Thai Bank Public Company Limited ("CIMBT") for the exclusive use of the qualified institutional
investors as defined in the notification specified by the Securities and Exchange Commission of Thailand (“SEC”) and under the exemption
of the SEC’s regulations. This report is for information purposes only and has no regard to the specific investment objectives, financial
situation or particular needs of any specific recipient. Neither CIMBT nor any of its affiliates, directors, officers, employees, agents or
representatives (a) shall be responsible to any person with regards to any information, express or implied, whatsoever or howsoever
arising out of, contained in, derived from or any omission from, the report and (b) make any express or implied representation and
warranty as to or accept any responsibility for the accuracy, correctness or completeness of any information contained in this report. The
information, statements or expressions of opinion contained in this report are subject to change without notice and CIMBT has no
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