)§ HonglLeong Bank

May 31, 2017

Global Markets Research

Fixed Income Daily Market Snapshot

Chang Wai Ming

Fixed Income Strategist

Hong Leong Bank Berhad, Global Markets
Fixed Income & Economic Research >

US Treasuries

UST saw yields retreating lower with 10-year shaved 4 bps to close
at2.21% level. Fed'’s Lael Brainard commented that given the softer
inflation print, she is open to reassess the path forward for monetary
policy even as the global economic outlook and US growth recovery
is poised to rebound. Personal spending for the month of April
gained 0.4% yoy versus a prior level of 0.2%. Latest PCE release
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on Tuesday showed that the Fed’'s preferred price measure for
inflation rose 1.7% in April from a year ago, which was lower from
a revised 1.9% print back in March.

MGS/GII
»  Local govvies saw improved trading volume with RM2.3b changing
usT hands. As expected the reopening of 7-year Gll 8/24 printed a
Tenure Closing (%) Chg (bps) healthy BTC cover 2.48x, attracting interest from onshore real
2yrusT 129 L money accounts and selective offshore interest. We opine spreads
SyrusT 176 ‘ of above 20 bps versus 5-year Gll 4/22 and higher yields versus
j;truus; 22;1 1 Z current 10-year MGS seen anchoring demand for yesterday’s

tender. As the Fed may potentially resume its rate hike as early as
MGS Gll* June, the 7-year space appears somewhat more defensive which

Tenure Closing (%  Chg (bps)  Closing (%) Chg (bps) may see some rotational flows from the 10-year MGS 11/27 going
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o 40 0 A8 0 >  Inthe corporate bonds/sukuk space, we saw RM382m traded with

transactions skewed towards the GG segment. Bank
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- ‘6/23 and LPPSA ‘9/26 seen changing hands at 4.19% and 4.43%

IRS Closing (%) Chg (bps

level respectively. A slew of Danalnfra maturing 2028, 2029, 2031

)
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3y 363 ‘ 0 and 2040 seen traded with collective amount of RM20m. Encorp
Sy 373 N ‘5/23 and ‘11/26 meanwhile saw a combined amount of RM35m
Bl 883 i 0 traded.
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Source : Bloomberg

Upcoming Government Bond Tenders
Nil
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Daily Trades : Government Bonds

Securities Closing Vol Previous Previous
YTM (RM mil) YTM Trade Date
(dd/mm/yyyy)
MGS 09/17 2.981 16 2.922 25/05/2017 6
MGS 10/17 3.011 43 3.013 29/05/2017 0
MGS 09/18 3.266 10 3.227 29/05/2017 4
MGS 03/19 3.321 23 3.293 26/05/2017 3
MGS 07/19 3.416 22 3.435 29/05/2017 -2
MGS 10/19 3.435 28 3.414 29/05/2017 2
MGS 11/19 3.428 4 3.425 26/05/2017 0
MGS 10/20 3.569 20 3.585 29/05/2017 -2
MGS 09/21 3.632 65 3.665 29/05/2017 -3
MGS 03/22 3.564 10 3.560 26/05/2017 0
MGS 09/22 3.694 1 3.734 29/05/2017 -4
MGS 09/24 3.830 608 3.783 26/05/2017 5
MGS 09/25 3.976 20 3.990 26/05/2017 -1
MGS 11/26 3.938 42 3.915 29/05/2017 2
MGS 05/27 4.106 8 4.116 23/05/2017 -1
MGS 11/27 3.888 28 3.872 25/05/2017 2
MGS 09/28 4.257 0 4.284 29/05/2017 -3
MGS 04/30 4.354 126 4.352 26/05/2017 0
MGS 06/31 4.385 10 4.395 26/05/2017 -1
MGS 05/35 4.462 0 4.457 26/05/2017 0
MGS 04/37 4.560 2 4.554 29/05/2017 1
Gll 04/20 3.628 60 3.633 29/05/2017 0
Gll 05/24 4.045 20 4.046 29/05/2017 0
Gl 08/24 3.922 1122 3.924 25/05/2017 0
2288

Daily Trades: PDS / Sukuk

SIS Rating Closing Vol Previous Previous Chg Spread

YTM (RM mil) YT™M Trade Date (bp) LUEIES
(dd/mm/yyyy) IRS**

Bank Pembangunan Malaysia Berhad 05/05/2017 2
Pengurusan Air SPV Berhad 06/23 GG 4.189 40 4.231 22/03/2017 -4 41
LPPSA 09/26 GG 4.432 30 4.513 18/04/2017 8 46
GovCo Holdings Berhad 02/27 GG 4.400 10 4.465 19/04/2017 -6 43
Danalnfra Nasional Berhad 10/28 GG 4.560 8 4.449 14/02/2017 11 59
Danalnfra Nasional Berhad 04/29 GG 4.611 4 4.543 08/02/2017 7 64
Danalnfra Nasional Berhad 05/31 GG 4.800 4 4.419 15/09/2016 38 65
Danalnfra Nasional Berhad 04/40 GG 5.190 4 5.013 13/03/2017 18 104
Jambatan Kedua Sdn Berhad 07/41 GG 5.220 4 5.105 13/03/2017 1 107
Manjung Island Energy Berhad 11/17 AAA 3.747 15 3.827 13/04/2017 -8 24
GENM Capital Berhad 03/22 AAA 4.699 30 4.720 22/05/2017 2 98
Manjung Island Energy Berhad 11/22 AAA 4.228 10 4.201 01/03/2017 3 51
Putrajaya Holdings Sdn Berhad 07/24 AAA 4.423 20 4.427 09/05/2017 0 60
Aquasar Capital Sdn Berhad 07/28 AAA 4.739 20 4.689 13/05/2016 5 7
Bank Pembangunan Malaysia Berhad 03/32 AAA 4.949 30 4.943 22/05/2017 1 80
Sabah Credit Corporation 06/17 AAl 3.979 10 4.100 20/10/2016 -12 47
Malayan Banking Berhad 01/19 AAl 4.530 1 4.382 25/05/2017 15 94
Maybank Islamic Berhad 04/19 AAL 4.379 50 4.466 04/05/2017 9 78
Encorp Systembilt Sdn Berhad 05/23 AAl 4.431 20 4.719 26/09/2014 -29 65
Encorp Systembilt Sdn Berhad 11/26 AAl 4.698 15 4.729 08/05/2017 -3 73
CIMB Bank Berhad 10/18 AA 4.525 10 4.798 28/02/2017 27 102
Kimanis Power Sdn Berhad 08/26 AA- 4.741 6 4.741 18/05/2017 0 7
CIMB Group Holdings Berhad 12/21 Al 5.199 1 4.903 23/05/2017 30 148
Mah Sing Perpetual - NR 6.482 0 - - - -
382

** spread against nearest indicative tenured IRS (Source : BPAM)
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Market/Corporate News: What’s Brewing

The Employees Provident Fund (EPF) posted a 74% jump in investment income to RM11.8bil
in the first quarter ended March 31, as it benefited from rising global stock prices. The value of
its assets under management rose 2.2% or RM16bil from Dec 31, 2016 to RM747.2bil. “The
positive market condition was conducive for profit taking activities leading to higher gross
investment income in the first quarter and also lower net impairment,” said chief executive officer
Datuk Shahril Ridza Ridzuan. The FTSE Bursa Malaysia KL Composite Index rose 6%, driven
by growth in the banking sector and the return of foreign funds into the local bourse. Meanwhile,
global stock indices improved by as much as 12% during the quarter under review. “While we
had an encouraging first quarter, we remain cautious moving forward as the recovery in
commodity prices remains weak with continued currency volatility,” Shahril said in a statement
yesterday. Investment income from its equity portfolio reached RM7.1bil during the first quarter,
according to the EPF, up from RM2.5bil in the same corresponding period last year. The sharp
increase was boosted by the recovery in banking stocks, which contributed to about 30% of the
trading and dividend income for the equities portfolio during the quarter. “In addition to
improvement in the domestic equity market, the global market also continued to provide
opportunities for the EPF to realise its gains despite volatilities arising from the elections in
eurozone countries, US president Donald Trump’s healthcare bill, the US interest rate hike and
negotiations surrounding Brexit,” Shabhril said. “The market moving factors were alleviated by
the positive economic numbers, including the revised growth forecast for major economies,” he
added. The EPF recorded lower net impairments from RM1.6bil to RM775.9mil this year, a
decrease of RM865mil, following the improvement in all major markets. Overseas investment
accounted for 29% of its total investment asset and contributed 37% to the total investment
income recorded in the first quarter of 2017. Of the total investment asset, RM352.7bil, or 47.2%
was in syariah-compliant investments with the balance invested in non-syariah assets. As of
March, 49.1% of EPF’s investment assets were in fixed income instruments. This portfolio
recorded an income of RM4.1bil, or slightly more than a third of the fund’s quarterly investment
income. (Source : The Star)

DRB-Hicom Bhd has narrowed its net loss for the fourth quarter of financial year 2017 ended
March 31, as its top line improved significantly on a year-on-year (yoy) basis. In a filing with
Bursa Malaysia, the firm announced that it has registered a 58.4% yoy lower net loss at
RM328.45mil in the fourth quarter, in contrast to a net loss of RM790.76mil recorded a year ago.
DRB-Hicom’s revenue for the fourth quarter rose significantly by 32.2% yoy to RM3.48bil,
primarily attributed to higher sales revenue achieved by all of its business divisions and the
recognition of revenue of Pos Malaysia as a subsidiary company. No dividend was announced
for the quarter in review. Loss per share stood at 16.99 sen. As for the full-year results of the
financial year 2017, the firm managed to reduce its net loss by 54.2% yoy to RM454.4mil, due
to a gain on disposal of its subsidiary company, Corwin Holding Pte Ltd and a one-off
exceptional loss on re-measurement of previously held equity interest in Pos Malaysia. “In
addition, the lower net loss for the year is also due to lower losses incurred by Proton Holdings
Bhd as well as higher profit contribution from the services sector,” said DRB-Hicom in its filing
with the stock exchange. The firm’s top line for the financial year 2017 declined marginally by
0.9% to RM12.06bil compared with RM12.17bil a year earlier. Moving forward, DRB-Hicom
expects its business performance to improve further in tandem with Malaysia’s economy which
continues to gain momentum. “In line with the economic growth, the group’s overall businesses
in the automotive, services and property segments are expected to improve as well. Key
businesses such as logistics and aviation will be the key growth drivers for the group. “In
addition, on the back of increasing demand for aircrafts, the group’s composite manufacturing
business undertaken by Composite Technology Research Malaysia Sdn Bhd is expected to
strengthen further, supported by strong order book. “Following the signing of the heads of
agreement with Zhejiang Geely Holding Group Co Ltd for Geely to acquire 49.9% equity in
Proton, the proposed joint venture is expected to create business synergies and opportunities
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for the group in the automotive sector. A definitive agreement between both parties is expected
to be signed in the third quarter of 2017,” said DRB-Hicom. (Source: The Star)

(Source: The Star)

Rating Actions

Issuer PDS Description Rating/Outlook Action
Nil

Source: MARC and RAM ratings
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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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