
 

 AmBank Economics     1 
  
 

AmBank Group 

  
 
 
 
 
 
 

 
 
Tight liquidity increasing the risk in the interbank market. We note data 
showing that the banking system’s loans to deposit ratio (LDR) increased to 88.2% 
in January 2025 from 87.8% in December (and from 86.1% in June last year). The 
higher LDR owed to a faster rise in lending (average growth of 0.52% per month in 
the six month period August 2024-January 2025) vs. deposits (0.39% per month). 
We are also wary that deposits fell by 0.6% and 0.4% last July and August, as well 
as showing almost zero growth in January 2025. We suspect this reflects rising 
liquidity shortage in the interbank market. We then note that the Klibor rates have 
stayed elevated for some months vis-a-vis the Overnight Policy Rate (OPR). The 
3m Klibor at 3.66% translates into its spread over the OPR at 66 bps, vs 73 bps at 
the start of the year, and vs 59 bps as of June past year. To make the view of tighter 
liquidity in the banking system clearer, BNM’s data on daily Liquidity Position 
(Conventional) we calculate to have averaged around MYR26.3 billion per day in 
February 2025 vs MYR28.6 billion in January, and down from MYR35.7 billion last 
June. Nevertheless, the Islamic balance is consistent at MYR19.5 billion average in 
February vs. MYR21.2 billion in January and MYR17.5 billion last June. 
  
Risk of rising short-term rates ongoing. Despite the past month’s slow burn 
decline in IRS rates, we note that the importance of the situation is that this could 
further affect the money market by risk of rising short-term rates. This could also lift 
MGS yields on very short 1Y-3Y tenors. Short-term borrowing costs for bond 
investors are likely to be affected. 
  
Conditions should normalise, so we think investors should remain invested. 
Our take is that normalising liquidity conditions would require policy input and 
measures on top of market actions to boost liquidity. We have noted remarks from 
our money market (MM) dealers that authorities have been actively trying to aid 
liquidity in the system. We also point to ongoing efforts by market participants to 
alleviate the tight position through an increase in banking system MM and repo 
initiation (repo tenders) in recent months. The combination of Islamic and 
Conventional MM and repo tenders has risen to an average of MYR8.2 billion per 
day in February from MYR4.7 billion per day in January and MYR1.8 billion per day 
average last June. In the meantime, our suggestions to investors are to 1) stay 
invested/pick up bonds/bills of shorter tenors — as we expect lower yields when 
liquidity improves, and 2) Be wary of borrowing costs; thus, keep it simple and 
venture up the term structure when yields are attractive enough. We have not 
altered our 3Y and 10Y MGS forecasts, as in the table below. 
 
 

AmBank’s MGS yield forecasts 

  2Q2025 3Q2025 4Q2025 1Q2026 

3Y MGS (%) 3.35 3.35 3.30 3.25 

10Y MGS (%) 3.75 3.70 3.70 3.75 

10Y-3Y MGS (bps) 40 35 40 50 
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Exhibit 1: Malaysia’s Loans to Deposits Ratio has surged  Exhibit 2: BNM data shows Liquidity Position has declined 
 

 

  

 
 

Sources: BNM, Bloomberg, AmBank Economics  Sources: BNM, Bloomberg, AmBank Economics 
 

 

Exhibit 3: BNM data shows Liquidity Position has declined  Exhibit 4: More active MM and Repo tenders recently 
 

 

  

 

Sources: BNM, Bloomberg, AmBank Economics  Sources: BNM, Bloomberg, AmBank Economics 
 

 

Exhibit 5: Short-term interest rates have increased  Exhibit 6: Short-term interest rates have increased 
 

 

  

 

Sources: Bloomberg, AmBank Economics  Sources: Bloomberg, AmBank Economics 
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DISCLOSURE AND DISCLAIMER 
This report is prepared for information purposes only and it is issued by AmBank (M) Berhad (“AmBank”) without regard to your  individual 
financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty, representation, recommendation, legal, 
accounting or tax advice, solicitation, or expression of views to influence any one to buy or sell any real estate, securities, stocks, foreign 
exchange, futures, investment, or other products. AmBank recommends that you evaluate a particular investment or strategy based on your 
individual circumstances and objectives and/or seek financial, legal, or other advice on the appropriateness of the particular investment or 
strategy. 
 
The information in this report was obtained or derived from sources that AmBank believes are reliable and correct at the time of issue. While all 
reasonable care has been taken to ensure that the stated facts are accurate and views are fair and reasonable, AmBank has not independently 
verified the information and does not warrant or represent that they are accurate, adequate, complete, or up-to-date and they should not be 
relied upon as such. All information included in this report constitute AmBank’s views as of this date and are subject to change without notice. 
Notwithstanding that, AmBank has no obligation to update its opinion or information in this report. Facts and views presented in this report may 
not reflect the views of or information known to other business units of AmBank’s affiliates and/or related corporations (collectively, “AmBank 
Group”).  
 
This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished for any purpose 
without AmBank’s prior written consent. AmBank, AmBank Group and its respective directors, officers, employees, and agents (“Relevant 
Person”) accept no liability whatsoever for any direct, indirect, or consequential losses, loss of profits and/or damages arising from the use or 
reliance of this report and/or further communications given in relation to this report. Any such responsibility is hereby expressly disclaimed. 
  
AmBank is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The Relevant Person may provide 
services to any company and affiliates of such companies in or related to the securities or products and/or may trade or otherwise effect 
transactions for their own account or the accounts of their customers which may give rise to real or potential conflicts of interest.  
 
This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard to 
the laws of the jurisdiction in which you are located. 
 
If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to form part of this 
disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will not be affected. 
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