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1.0 What Is A Bond Pricing Agency 

The Solution 

VThe BPA evaluates about 2,000+ bonds that 

are not traded on any given day, based on 

the market prices

VThe BPA needs to employ reliable database 

and evaluation methodology. This 

methodology MUST be transparent and 

consistent

Problem

Less than 1% are traded, where are the 

prices for the remaining 99%?

The Need

Daily valuation of bond portfolios for NAV 

calculation and portfolio valuation

Current method

Quotes from brokers or banks, a few via 

internally generated models ïbias?

Increase 
Transparency

Increase Liquidity

Managing  & 
Monitoring Risk

Compliance & 
Audit

BPA

A Bond Pricing Agency (BPA) is a market neutral entity whose role is to provide fair 

valuations on bonds, complying with regulations issued by the Securities Commission
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1.1 What Is A Bond Pricing Agency

Revitalizing the 

Secondary 

Market for Bonds

VBPA valuation approved by the SC may revitalize the bond market using mark-to-market 

prices as benchmark by publicly announcing them

VMarking-to-market system provide strategy alternatives to traditional hold-to-maturity 

strategies.

Revitalizing the 

Primary Market 

for Bonds

VFrom an origination and underwriting perspective, primary level pricing becomes 

challenging especially for lower credits

VMark-to-market pricing on previously issued corporate bonds can promote new corporate 

bond issues by functioning as benchmarks for primary level pricing

Promoting New 

Product 

Development

VBPAôs transparency in the methodologies being used will spur the evolution of the bond 

market with further advance pricing methodologies

VWhen advance pricing methodologies are established, it will encourage more bond 

offerings and more active trading of these products in the secondary market. 

Improving the 

Soundness of 

Financial 

Institutions

VProviding price discovery may assist in financial institutions' compliance to international 

standards such as IAS 39 and Basel II requirements. 

VEffectiveness of risk management will be further enhanced as the valuation process will be 

consistent and not arbitrary 

BPA are an important infrastructure to a countryôs capital market in particular to emerging markets 

where there is uncertainty in fair valuations and illiquidity. Key benefits include:
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2.0 Introducing Bond Pricing Agency Malaysia Sdn Bhd

Bond Pricing Agency Malaysia (BPAM) was incorporated in 2004.

V With participation from:

ÁRating Agencies on data and technical support 

ÁRegulators in observer and advisory role

ÁMarket community (buy/sell side, brokers) via 

ñBottom Upò approach

V Adhered to strict SC requirements to qualify as 

BPA:

ÁAudited methodology and process

ÁThree months market acceptance test

ÁRM10 million minimum paid up capital and 

professional  indemnity insurance

ÁNo controlling shareholders

VThe Securities Commission issued Guidance

Note 15 dated 15 December 2006 pursuant to the

Guidelines on Unit Trusts Funds, which outlined

the policy for Unit Trusts on use of BPA prices:

ñFunds investing in Ringgit-denominated bonds

shall value bond portfolios on daily basis

using fair value prices quoted by a Bond

Pricing Agency (BPA) registered with the SC.ò

2001 - 2004

2004

2005

2006

2007

2008

Began groundwork in Malaysia

Discussions with SC and BNM

Market study and research

Sept: Bondweb Malaysia Sdn Bhd 

established

March: Website launched

July:    BondStream pilot launched

Sept:   Full marked-to-market  

process

Oct:     Commercial deployment of  

BondStream

April 18: Appointed Malaysiaôs first   

Bond Pricing Agency

Sept 15: Bondweb Malaysia is now

known as 

Bond Pricing Agency

Malaysia Sdn Bhd

January 3: Guidance Note 15 on  

Mandatory use of BPA 

prices by unit trust 

companies

Current Status

> 100 clients (banks, AMC, UTMC, insurance 

companies, corporate, quasi governments)
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2.1 Compliance and Quality Assurance

ÅBond Pricing Agency Malaysia (BPAM) is currently the only registered Bond Pricing

Agency (BPA) with the Securities Commission

ÅBPAM meets and exceeds the requirements set out in the Guidelines on the

Registration of Bond Pricing Agencies dated 25 January 2006

ÅBPAM is already supporting the implementation of the Basel II, IAS 39 and Risk Based 

Capital requirement for banks and insurance companies

ÅTherefore, BPAM is fully compliant to meet the needs of Unit Trust Management 

Companies, Asset Managers and Financial Institutions with regard to the provision of 

Fair Value Bond Prices

The Securities Commission issued Guidance Note 15 dated 15 December 2006 pursuant to the 

Guidelines on Unit Trusts Funds, which outlined the policy for Unit Trusts on use of BPA prices:

ñFunds investing in Ringgit-denominated bonds shall value bond portfolios on daily basis 

using fair value prices quoted by a Bond Pricing Agency (BPA) registered with the SC. ñ
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2.2 BPAM Clients

http://202.144.198.79/osk/default.asp
http://www.kfh.com.my/
http://www.bankislam.com.my/default.aspx
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