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Ringgit Posts Modest Gains vs USD

Executive Summary

o As of Feb 2025, Ringgit has shown a moderate appreciation against the US Dollar, trading
at approximately 4.46 MYR per USD.

o DXY Index fluctuated within a range of 102.7 to 104.5 in early 2025 following dovish Fed
remarks.

« We maintain a cautiously optimistic view on the ringgit’s trajectory, keeping our year-end
forecast at 4.35.

Ringgit strengthened moderately. As of Feb 2025, Ringgit has shown a moderate appreciation
against the US dollar, trading at approximately 4.46 MYR per USD. This marks an improvement
from its position earlier in the year, when it reached a low of 4.51 MYR per USD. The MYR’s
trajectory remains influenced by key macroeconomic drivers, including US Federal Reserve
monetary policy, US economic data, Malaysia’s economic fundamentals, and broader market
sentiment.

Fed policy signals caution amid easing inflation. The Federal Reserve plays a crucial role in
shaping the MYR’s performance, as US monetary policy decisions directly impact global capital
flows, risk sentiment, and the USD’s strength. The Fed has maintained the federal funds rate
within the 4.25%-4.50% range during its Jan 2025 meeting, aligning with market expectations.
Federal Reserve officials, including Beth Hammack, have indicated that interest rates are likely
to remain on hold for the foreseeable future, emphasising a patient approach as inflation
pressures ease towards the 2% target and the job market remains stable. Financial markets
currently expect at least two rate cuts by the Fed before year-end, but uncertainty remains about
the exact timing and extent of these cuts.

Easing inflation strengthens Fed cut case. In Jan 2025, the US Personal Consumption
Expenditures (PCE) price index— the Fed’s preferred inflation gauge—rose 2.5% year-on-year,
slightly easing from 2.6% in December 2024. Meanwhile, consumer spending declined by 0.2%,
signalling potential demand weakness despite a strong labour market. The US 10-year Treasury
yield has hovered around 3.8%, reflecting cautious optimism regarding inflation and rate-cut
expectations. The combination of easing inflation and softer consumer spending strengthens
the case for Fed rate cuts, which could weigh on the USD and support MYR appreciation in the
coming months.

DXY swings on Fed dovishness and Trump’s tariff plans. The DXY Index, has fluctuated within
arange of 102.7 to 104.5 in early 2025. The DXY weakened in late February following dovish Fed
commentary and as investors took a step back and assessed President Donald Trump's latest
tariff plans adding lumber and forest products to previously announced plans to impose duties
on imported cars, semiconductors and pharmaceuticals. A stronger DXY generally correlates
with a weaker MYR, as seen in late 2024 and early 2025, when Fed rate cut expectations
fluctuated.

Malaysia’s resilient growth and stable policy support MYR. Malaysia’s economy remains
resilient, with 4Q24 GDP growth at 5.0% yoy, supported by robust domestic consumption,
stable exports, and infrastructure spending. Bank Negara Malaysia (BNM) kept Overnight Policy
Rate (OPR) at 3.00%, with no immediate signs of a rate cut despite moderating inflation.
Meanwhile, the narrowing yield gap between Malaysian Government Securities (MGS) and US
Treasuries has helped limit capital outflows, providing support to the MYR. Additionally, the
relatively low share of foreign holdings in Malaysian bonds and equities suggests room for
increased foreign inflows, which could further strengthen the MYR.
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Key risks to the Ringgit. Should US inflation remain sticky, the Fed may delay rate cuts,
potentially resulting in strengthening of the USD and pressuring the MYR. Additionally,
deteriorating global risk sentiment—driven by geopolitical tensions or economic shocks—could
trigger capital outflows from Malaysian assets. As an oil-exporting nation, Malaysia's trade
balance is vulnerable to oil price volatility, with a sharp decline potentially weighing on the MYR.
Domestically, unexpected policy shifts or economic management changes could further
dampen investor confidence, adding to currency risks.

Our Thoughts. Potential Fed rate cuts in mid-to-late 2025 could weaken the USD, supporting
MYR appreciation. Malaysia’s resilient economic growth, stable monetary policy, and strong
corporate earnings outlook are likely to attract capital inflows. In the near term (2Q25), we
expectthe MYR to trade around 4.45 per USD, with limited upside as markets have largely priced
in anticipated Fed rate cuts. However, in the medium term (3Q-4Q25), the MYR could
strengthen further, assuming the Fed proceeds with rate cuts and Malaysia continues to draw
foreign investment. While downside risks persist, a gradual appreciation of the MYR is likely
toward late 2025, supported by Fed easing, Malaysia’s economic resilience, and improving
global risk sentiment. Despite short-term volatility, the medium-term outlook remains
constructive, and we maintain a cautiously optimistic view on the ringgit’s trajectory, keeping
our year-end forecast at 4.35.
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Figure 1: 2025 Ytd FX % against USD
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Figure 2: 2025 week on week basis (WoW) FX % against USD
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Figure 3: While inflation has cooled, it remains above target, keepin
the Fed cautious about rate cuts
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As of 24/2/2025
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Figure 4: The DXY's strength in late 2024 and early 2025 reflects
market expectations of delayed Fed rate cuts, supporting a stronger
usD
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Figure 5: With the Fed easing and BNM holding steady
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Figure 6: ... this may support the MYR by preserving a yield advantage
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Figure 7: FBMKLCI has remained relatively stable after recovering
from its sharp dip in September 2024
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Figure 8: Equity market turned net sellers of MYR3.2bn in Jan while
bond markets turned net buyers of MYR1.2bn in Jan. Overall, the
capital market recorded a net outflow of -MYR2.0bn
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Figure 9: Stable MGS 10Y yields indicate pressure from higher UST
yields, potentially weighing on MYR
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Figure 10: A negative yield differential may pressure MYR as capital
favors higher UST yields unless Fed easing becomes clearer
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Figure 11: USDMYR remains range-bound near 4.47 resistance, with Figure 12: MYR to stay stable in 2Q25 amid Fed cuts and economic
support at 4.40. A breakout may signal further MYR movement resilience, with year-end strength expected at 4.35
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Recommendation Framework:

BUY: Total returns* are expected to exceed 10% within the next 12 months.

HOLD: Total returns* are expected to be within +10% to — 10% within the next 12 months.
SELL: Total returns* are expected to be below -10% within the next 12 months.

TRADING BUY: Total returns* are expected to exceed 10% within the next 3 months.
TRADING SELL: Total returns* are expected to be below -10% within the next 3 months.
*Capital gain

Sector Recommendations:

OVERWEIGHT: The industry defined by the analyst is expected to exceed 10% within the next 12 months.
NEUTRAL: The industry defined by the analyst is expected to be within +10% to - 10% within the next 12 months.
UNDERWEIGHT: The industry defined by the analyst, is expected to be below -10% within the next 12 months.

ESG Rating Framework:

Joddokk - Appraised with 3% premium to fundamental fair value
Yook : Appraised with 1% premium to fundamental fair value

Y% : Appraised with 0% premium/discount to fundamental fair value
Y% : Appraised with -1% discount to fundamental fair value

% : Appraised with -5% discount to fundamental fair value

Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise without the prior written consent of Apex Securities
Berhad. The opinions and information contained herein are based on available data believed to be reliable. It is not to be construed as an offer, invitation or solicitation to buy
or sell the securities covered by this report.

Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily reflect the opinion of Apex Securities Berhad and are
subject to change without notice. Apex Securities Berhad has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any
matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance upon such statement by anyone shall give rise to
any claim whatsoever against Apex Securities Berhad. Apex Securities Berhad may from time to time have an interest in the company mentioned by this report. This report
may not be reproduced, copied or circulated without the prior written approval of Apex Securities Berhad.

AsofTuesday, 04 Mar, 2025, the analyst(s), whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this
report:
(a) nil
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