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Revised Auction Calendar 2019

As a preamble, the Malaysian government recently tabled a supplementary budget for
additional RM19.6b in 2018 which the Finance Minister reported that RM9.0b was a
mere reclassification of OPEX to DE. The balance of RM10.6b consisting of RM6.3b +
RM4.3b were due to the previous administration commitments and off-balance sheet
liabilities which have now been provided for. Nevertheless the additional total
expenditures incurred for 2018 are not expected to affect the 3.7% fiscal deficit.

Moving on to 2019, the projected budget shortfall of RM52.1b (3.4% of GDP) remains
intact and our revision to the Auction Calendar is primarily taking into consideration the
issuance of Samurai bonds which could potentially result in lower MGS/GII issuances
in the months ahead. To date, 10 out of the 32 projected auctions (comprising of 16
MGS and 16 GIl issuances) amounted to RM40b were successfully completed
garnering strong demand with almost a third allotted to select institutional investors via
private placement. We are revising downwards our remaining gross MGS/GII supply to
RM73.5b to reflect the net proceeds of the JPY200b samurai bond issuance (i.e.
RM7.4b less RM1.8b of coupon payments for foreign-denominated sovereign debt).
Our earlier projection of RM119b gross MGS/GII supply for the whole of 2019 has been
revised to account for the above. (Net issue: RM46.5b for the year vs RM52.1b
previously). The table below summarizes our revised projected sizes for upcoming
MGS/GII 2019 auctions

MGS/GII scheduled issuance pipeline for 2019
MGS/GII issuance pipeline in 2019

Tenure Tender Quarter Tender Projected Actual Private Amt BTC Low Average High  Cut-off
(yrs)  Month Date  Issuance Auction Placement Issued  (times)

Size  Issuance YTD

(RMmil)  (RM mil)

1 |10.5-yr New Issue of Gl (Mat on 07/29) QL | 8/1/2019 3,500 86.1%
2 |7.5-yr New Issue of MGS (Mat on 07/26) 7 Jan QL [14/1/2019 3,500 500 7,000 2.216 3.890: 3.906 3.914 8.2%
3 |5-yr Reopening of GIl (Mat on 11/23) 5 Jan QL |30/1/2019 4,000 11,000 1974)  3845| 3.862| 3.873] 19.0%
4 110.5-yr New Issue of MGS (Mat on 08/29) 10 Feb QL |14/2/2019 4,000 1,000 | 15,000 2536 3.867| 3.885 3.893| 31.6%
5 |15-yr Reopening of GIl (Mat on 06/33) 15 Feb QL [27/2/2019 2,000 1,000 | 17,000 3.906 4.360. 4.370 4.375]  33.9%
6 |3-yr Reopening of MGS (Mat on 03/22) 3 Mar Q1 | 7/3/2019 3,000 20,000 3132  3470] 3483 3487| 70.0%
7 |20.5-yr New Issue of GIl (Mat on 09/39) 2 Mar QL |14/3/2019 2,500 2,000 22,500 2758]  4.445|  4467) 4480 14.5%
8  [30-yr Reopening of MGS (Mat on 07/48) 30 Mar QL [21/3/2019 2,000 2,000 | 24,500 1.718 4.550. 4.591 4629  25.0%
9 |7-yr New Issue of GIl (Mat on 03/26) 7 Mar QL [28/3/2019 4,000 28,500 2.330] 3.699. 3.726 3.745]  21.2%
10 |15-yr Reopening of MGS (Mat on 11/33) 15 Apr Q2 | 5/4/2019 2,500 1,000 | 31,000 2792 4058  4.065 4.071]  40.0%
11 [5.5-yr New Issue of GIl (Mat on 10/24) 5 Apr Q2 4,000
12 |7-yr Reopening of MGS (Mat on 07/26) 7 Apr Q2 3,000
13 |30.5-yr New Issue of Gll (Mat on 11/49) 30 May Q2 3,000
14 |10-yr Reopening of MGS (Mat on 08/29) 10 May Q2 3,500
15 |15.5-yr New Issue of Gll (Mat on 11/34) 15 May Q2 4,000
16  [5-yr New Issue of MGS (Mat on 06/34) 5 Jun Q 4,000
17 204r ing of GIl (Mat on 09/39) 2 Jun @ [T 30
18 [15-yr New Issue of MGS (Mat on 07/34) 15 Jul (03] 4,000
19 |7-yr Reopening of GII (Mat on 3/26) 7 Jul Q3 3,000
20 |30-yr Reopening of MGS (Mat on 07/48) 30 Jul Q3 2,500
21 |5-yr Reopening of Gl (Mat on 10/24) 5 Aug Q3 3,500
22 |20-yr Reopening of MGS (Mat on 06/38) 20 Aug Q3 3,000
23 |10-yr Reopening of GII (Mat on 7/29) 10 Aug Q3 3,500
24 |7-yr Reopening of MGS (Mat on 07/26) 7 Sep Q3 3,500
25 |15-yr ing of Gl (Mat on 11/34) 15 Sep Q3 3,000
26 |10-yr Reopening of MGS (Mat on 08/29) 10 Oct Q4 3,000
27 |20-yr Reopening of Gl (Mat on 09/39) 20 Oct Q4 2,500
28 |5-yr Reopening of MGS (Mat on 06/24) 5 Oct 013 3,500
29 |3.5-yr New Issue of GIl (Mat on 05/23) 3 Nov o3 4,000
30 {20.5-yr New Issue of MGS (Mat on 05/40) 20 Nov Q4 4,000
31 |10-yr Reopening of Gl (Mat on 07/29) 10 Nov o] ' 3,000
32 |15yr ing of MGS (Mat on 07/34) 15 Dec [0/ 3,000
Gross MGS/GII supply in 2019 113,500 | 31,000 9,000

Source : BNM, HLB Global Markets Research
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Expect lower Gross MGS/GII supply for 2019......

Our final Gross MGS/GII supply is expected to be contained further to circa
RM113.5b from this revised projected issuances of RM115.5b mentioned in the table
below which is accompanied by sizeable maturities of about RM69.0b. The various
possibilities for this further reduction include:
e The potential rollover of RM1.6b worth of SPK bond maturities into Govt-
Guaranteed bonds such as LPPSA in view of demand for these papers.
e Potential switch auction activities to further extend out some of the maturities

2018 2019f

RM (Billion)
MGS/ Gl Maturities

MNet Gowvt Bond Supply (MGS/GIlI)
Met proceeds from Samurai Bond
Additional via T-Bills & others

Gross Supply [ MGS/GIIl) 107.1 112.8 115.5
Budget Deficit (%6 of GDP) 3.0% 3.7%  3.4%
Source : MOF Economic Report 2018/2019, BPAM, HLBB Global Markets Research

MGS/GII Issuance pipeline in 2019 versus maturities:

As mentioned in our previous report, the maturity profiles (refer to table below) for Q1
followed by Q2 2019 is light compared to the final two (2) quarters. With the Fed poised
to pause any rate hike due to global growth headwinds; expect EM inflows to benefit
upcoming auctions in 2019. The issuance supply for 2019 is slightly skewed more
towards the intermediate and longer maturities; with main tenures between 7-
20Y instead. Hence we project quarterly issuances in decreasing amounts ~ Q2-
RM27.0b, Q3-RM26.0b and Q4-RM23.0b respectively. Re-investments from
scheduled bond maturities are expected to be ploughed back in line with the GOM’s
commendable policies to address the nation’s fiscal position amid a stable Ringgit.

2019 Sstock Maturity by month T Maturity by quarter
(RM mil) (RM mil)

JAN
FEB SPK 2/19 500 Q1 7,678
MAR MGS 3/19 7,178
APR Gll 4/19 10,000
MAY Q2 10,000
JUN
JuL MGS 7/19, SPK 7/19 8,416
AUG Gll 8/19 6,000 Q3 22,416
SEP Gll 9/19 8,000
OoCT MGS 10/19 11,800
NOV MGS 11/19 17,119 Q4 28,919
DEC

Total 69,012 69,012

Source : BPAM, Bloomberg, HLBB Global Markets Research

Maturity Profile of MGS/GII/SPK by Year

mMGS mGIl mSPK
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Source : BPAM, Bloomberg, HLBB Global Markets Research
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or solicitation
with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or
commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a
reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in
or derived from or omission from the reports or matter. HLBB may, to the extent permitted by law, buy, sell or hold significantly long or short positions;
act as investment and/or commercial bankers; be represented on the board of the issuers; and/or engage in ‘market making’ of securities mentioned
herein. The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts
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. Any projections or forecasts mentioned in this report may not be achieved due to multiple
risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No
assurance can be given that any opinion described herein would yield favorable investment results. Recipients who are not market professional or
institutional investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on
the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB
does not accept responsibility whatsoever for any such material, nor for consequences of its use.

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 state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof
agrees to be bound by the foregoing limitations.
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