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usT US Treasuries
Tenure Closing (%) Chg (bps) e US markets were closed for Labour Day holiday. As expected,
2-yr UST 2.63 ’ 0 trade war concerns dominated financial markets elsewhere and
5-yr UST 2.74 0 we expect the same for today’s trading when US markets
10-yr UST 2.86 l 0 reopen with the impending implementation of tariffs by the US
30-yr UST 3.02 0 administration on another US$200bn of Chinese goods. Further
out into the week, investors will be scrutinizing nonfarm job data
MGS GlI* to assess the case of a fourth rate hike by the Fed beyond
) ) September.
Tenure Closing (%) Chg (bps) Closing (%) Chg (bps)
3-yr 3.49 1 3.60 0
5-yr 3.71 1 3.85 2 MGS/GII

7-yr 3.93 | 1 4.03 1 e Trading in local govvies saw extended increase in momentum.
10-yr 4.05 1 4.15 1 Volume transacted picked up for the 4" straight trading day,
15-yr 4.50 3 4.56 1 from RM3.32bn to RM3.93bn yesterday, mainly led by MGS as
20-yr 4.67 0 4.76 0 the percentage of Gll traded dwindled to a mere 25%, its lowest
30-yr 4.90 0 491 l -2 in a month. Benchmark yields for both the MGS and Gll were
*Market indicative levels generally higher by 1-3bps, save for the benchmark 7Y MGS

3/25 (-1bps) and 30Y GII 5/47 (-2bps) due to odd-lots trade. We

MYRIRS Levels noted substantial interests in the front end to the belly of the

IRS Closing (%) Chg (bps) curve, most notably MGS 11/21 and MGS 10/19, done at 3.49%

1-yr 3.72 1 (+1bp) and 3.46% (+5bps) respectively. In the Gll space, 5Y GlI
3-yr 3.76 1 11/23 saw RM535m changed hands, trading 2bps wider at
S-yr 3.86 2 3.84%. Expect investors to trade cautiously this week ahead of
7-yr 4.00 2 BNM OPR decision on Wednesday and key exports and IPI
10-yr 4.18 1 data.
Source : Bloomberg
Note: Levels for UST as at 31-Aug COI’p Bonds/Sukuk
e Trading in corporate bonds/sukuk bucked the trend in local
govvies for a second straight day. Volume dealt tapered off
Upcoming Government Bond Tender further to RM444m yesterday, from RM534m the preceding
Nil trading day. Trading interests continued to center around GG to

AA-rated papers. Topping the list is AAA-rated Caga ‘10/18
which saw RM100m done at 3.468%, followed by Danga ‘4/20
at 4.059% (RM80m). In the GG segment, Dana ‘4/30 was the
only name traded, RM50m at 4.493%. Energy names continued
to be in the limelight SEB ‘7/29 and ‘8/35, TBP ‘8/19 and ‘8/20
as well as Edra Energy ‘7/27 that saw a combined trades of
RM101m.
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: Government Bonds

Closing Vol
YTM (RM mil)
3.288 96
3.333 120
3.407 20
3.455 273
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3.458 28
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Daily Trades: Corp Bonds / Sukuk

Securities Rating Closing Vol Previous Previous Chg Spread

YTM (RM mil) YTM Trade Date (bp) Against

(dd/mm/yyyy) MGS*
Danalnfra Nasional Berhad 04/30 GG 4.493 50 4.470 29/08/2018 2 45
Cagamas Berhad 10/18 AAA 3.468 100 3.704 13/06/2018 -24 10
Danga Capital Berhad 04/20 AAA 4.059 80 4.171 24/07/2018 -11 63
TTM Sukuk Berhad 11/21 AAA 4.196 10 4.260 08/08/2018 -6 72
GENM Capital Berhad 07/23 AAA 4.848 11 4.865 29/08/2018 -2 115
CIMB Bank Berhad 05/24 AAA 4.488 20 4.501 21/08/2018 -1 61
Danga Capital Berhad 09/33 AAA 4.794 10 4.799 30/08/2018 -1 32
Malayan Banking Berhad 01/24 AAl 4.568 0 4.619 13/08/2018 -5 87
Sarawak Energy Berhad 07/29 AAl 4.733 10 5.055 18/06/2018 -32 69
Sarawak Energy Berhad 08/35 AAl 5.034 40 5.139 16/08/2018 -11 56
Celcom Networks Sdn Berhad 08/19 AA+ 4.256 15 4.217 21/08/2018 4 89
Celcom Networks Sdn Berhad 10/21 AA+ 4.476 5 4.479 27/08/2018 0 100
Tanjung Bin Power Sdn Berhad 08/19 AA2 4.221 20 4.271 16/08/2018 -5 85
Tanjung Bin Power Sdn Berhad 08/20 AA2 4.300 20 4.338 10/08/2018 -4 87
AMMB Holdings Berhad 08/19 AA3 4.419 2 4.514 25/06/2018 -10 105
Gamuda Berhad 11/22 AA3 4.638 10 4.621 30/08/2018 2 100
RHB Islamic Bank Berhad 04/27 AA3 4.643 20 4.617 09/08/2018 3 58
Edra Energy Sdn Berhad 07/27 AA3 5.336 11 5.509 11/04/2018 -17 128
RHB Bank Berhad 03/39 Al 4.438 10 4.534 27/07/2018 -10 -23

444

*spread against nearest indicative tenured MGS (Source : BPAM)

Market/Corporate News: What’s Brewing

Moody’s Investors Service is bullish on Sime Darby Plantation Bhd (SDP) despite its
lower earnings in fiscal 2018. The global credit rating company said it expect SDP to
generate an annual reported profit before interest and tax (PBIT) of around RM1.7bil over
the next two years based on its crude palm oil (CPO) price assumption of RM2,300 a
ton. “While downstream operations, which include bulk refineries, specialty fats, and
oleochemicals continue to grow, SDP’s upstream operations will contribute more than
three quarters of total PBIT over the next two years,” it noted. Consolidated PBIT
declined 9% year-on-year to RM2bil driven by weakness in SDP’s upstream plantations
business, consisting of CPO and palm kernel sales, as CPO and palm kernel prices
declined 11% and 13%, respectively. Moody’s said based on its CPO price assumption
of RM2,300 a ton, it expect SDP’s adjusted leverage to be around 2.8 times and interest
coverage around 5.8 times over the next 12-18 months. “While SDP will periodically seek
similar-sized investments, we expect its management to maintain a conservative
approach toward further investments such that adjusted leverage remains below its 3.5
times downgrade trigger over a sustained period, it added. SDP is also conducting a
strategic review of its loss-making operations in Liberia, which includes collaborating with
other domestic palm oil companies or selling the business outright. In August 2018, SDP
acquired Markham Farming Company Limited in Papua New Guinea (PNG), that
country’s largest exporter of coconut oil, for $52.6 million (MYR216 million). Markham
Farming has 6,110 hectares of agricultural land near PNG'’s largest port, and two copra
mills with an annual capacity of 55,000 tons. The acquisition is small, representing
around 1% of SDP’s total assets, but it will increase SDP’s oil palm plantations in PNG
and help SDP expand its downstream lauric oils business by providing coconut oil as a
feedstock to its refineries. The plantation company declared a final dividend for fiscal
2018 of RM544mil in addition to its interim dividend of RM238 paid during the year. It
also declared a special dividend of RM408mil from its RM491mil non-recurring income
during the year, which includes gains on sale of land. The final and special dividends will
be paid in fiscal 2019. The special dividend is credit negative as it will increase the
company’s cash needs over the next 12 months. “However, the cash outflow for
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dividends will be lower than total dividends declared because SDP plans to establish a
dividend reinvestment plan, which allows shareholders to reinvest their cash dividends
into additional shares. “SDP’s cash balance, along with projected cash flow from
operations, will not be sufficient to meet its cash needs, including scheduled
debt maturities, capital spending and dividends. “However, we expect SDP to roll over
its short-term obligations, if required, as the company enjoys superior access to funding
from domestic and international banks,” Moody’s said. (Source: The Star Online)

The board of FGV Holdings Bhd, led by its chairman Datuk Wira Azhar Abdul Hamid, has
introduced new production and cost targets for the plantation company as he plots a
return to sustainable profitability. The immediate turnaround plan entails the formation of
a special board committee, establishment of transformation office, enhancements in
plantation operation as well as review of investigations and proceeding with all legal
recourse. FGV had posted a net loss of RM21.9mil in the first six months ended June 30.
At a press conference yesterday, Azhar said FGV intended to boost its fresh fruit bunch
(FFB) production from 4.65 million tonnes estimated this year to 5.6 million tonnes in
2019. This means increasing the current yield per hectare to 20 tonnes. Azhar said about
34% of the group’s estates have already meet this target and the focus is to increase
yield from at least half of its estates. “This is not going to happen overnight but it is not
going to be too long before it happens,” he said. Azhar was accompanied by three of the
company’s independent directors but there was a glaring absence of his senior
management except for newly appointed chief transformation officer Syed Mahdhar Syed
Hussain. When asked, Azhar said chief executive officer Datuk Zakaria Arshad and chief
financial officer Ahmad Tifli Mohd Talha were unable to attend as they were in Turkey for
a meeting. FGV is in the midst of completing a fresh investigation into some of its recent
deals. At the briefing, Azhar said investigations on the six transactions and/or investment
decisions, which began in January this year, are to be “narrowed down” by year-end, as
some investigations involved overseas transactions. Four of the investigations have been
completed, which include the acquisition of Asia Plantations Ltd, the investment in FGV
Cambridge Nanosystems Ltd and the acquisition of Troika condominiums near the Kuala
Lumpur Twin Towers. FGV’s lawyers are in the midst of finalising their recommendations
and advice. “The legal advice report will be completed in a couple of weeks. | can’'t name
the individuals (involved) but | think it is safe to say that the individuals range from board
members and management employees. “The only legal recourse that we (FGV) have is
civil — claim for damages or loss. It is up to the relevant government authorities to see if
they want to proceed with any other actions,” he said. Azhar elaborated that there are
“quite a few people involved” and they are “those we can identify as directly-linked to the
transactions”. “Under the Companies Act, the board has the highest responsibility for the
management of a company. “Ultimately, whether you are a board member or
management, you have the obligation or responsibility to exercise due care and carry out
your fiduciary duty properly to protect the interest of FGV,” he said. As FGV goes through
the investigation and legal process, Azhar stressed that the turnaround plan remained its
key priority. He said it is vital to ensure that values are implemented within the group,
efficiency and effectiveness of operations enhanced, and good financial results
generated. “The board and management remains quite committed to this (turnaround
plan),” he said. (Source: The Star Online)

SRating Action

Issuer PDS Description Rating/Outlook Action
Nil

Source: RAM, MARC
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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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