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usT US Treasuries
Tenure Closing (%) Chg (bps) e US Treasuries were pressured on the front-end yesterday
2-yrUsT 255 following the release of the FOMC minutes which affirmed a
5-yr UST 273

3
1 gradual rate path for the Fed even as trade risks loom.
DyrusT 283 J 0 Benchmark yields were generally mixed between -1 to +3
30yrUST 295 1 bps as the 2Y spiked by 3bps at 2.55% whilst the much-
watched 10Y ended withinlbps at 2.83% levels. Meanwhile

investors continue to monitor and digest the looming trade

Tenure Closing (%)  Chg (bps)  Closing (%) Chg (bps) tensions with the official commencement of US tariffs on

el 325 | o1 oo $34b worth of Chinese goods. Primary thoughts on the
jﬁ j’j; 8 19]35 ll z aftermath is that China may invest less in UST's and
Doyr i 1 as B - capable of massive movements in their Treasury holdings.
Byr 462 0 471 ‘ 1 To sum it up we also have the important NFP data out
201 484 .3 500 i o tonight which will determine whether June payrolls can
30-yr 4.94 0 4.98 ioo outrun the current Trade War turmoil.

*Market indicative I

MGS/GII

e Trading momentum in Gowvies pulled back with total volume
RS Closing (%) Cha (bps) at RM4.63b; as interest continued to be seen mainly in off-
;yy’r o ° the-run short-end Gl 18’s, MGS 21>-23's and both the 10Y
Syr 286 0 benchmark bonds. Overall benchmarks yields generally
- 308 0 between 0-3 bps lower save for the 3Y which may have
Doyr Az 0 ended an data error. The 10Y GIl 10/28 ended 3bps lower

at 4.28% whilst the 10Y MGS 6/28 edged 1bps lower at
4.16%; both on strong volume of RM750m. Meanwhile
yesterday’s auction of the new 30Y MGS 7/48 notched a
decent BTC ratio of 1.87x; averaging 4.921%.

Source :Bloomberg

Upcoming Government Bond Tender
Nil Corp Bonds/Sukuk

o Trading activity in Corporate Bonds/Sukuk eased slightly to
RM350m with interest spanning across 31 different bonds
compared to 28 prior day. The bulk of the trades were
focused on the GG and AA-part of the curve. A slew of
Govt-guaranteed DANAINFRA bonds hogged the limelight
with the long 39-42’s rallying between 0-16bps at 5.09-
5.12% compared to previous-done levels whilst the 7/24
closed a whopping 16bps lower at 4.36%. Aquasar 7/23,
TNB Western 1/25 and PLUS 27 were among several AAA-
rated bonds that closed 5bps lower. In the AA-rated space
SPR Energy closed mixed on yields with the 7/21 and 7/24
closing higher at 4.75% and 4.97% respectively whilst the
7/35 moved 3 bps lower at 5.69%.
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Daily Trades : Government Bonds
SEIIES Closing Vol Previous Previous

YT™M (RM mil) YT™M Trade Date
(dd/mmlyyyy)
04/07/2018
MGS 10/19 3.415 0 3.417 04/07/2018 0
MGS 10/20 3.472 360 3.482 04/07/2018 -1
MGS 07/21 3.674 3 3.674 04/07/2018 0
MGS 09/21 3.658 20 3.716 03/07/2018 -6
MGS 11/21 3.249 236 4.755 04/07/2018 -151
MGS 08/22 3.802 180 3.802 04/07/2018 0
MGS 09/22 3.794 36 3.807 04/07/2018 -1
MGS 03/23 3.856 124 3.903 04/07/2018 -5
MGS 08/23 3.821 509 3.919 04/07/2018 -10
MGS 07/24 4.030 60 4.448 04/07/2018 -42
MGS 09/24 4.058 40 4.122 04/07/2018 -6
MGS 09/25 4174 92 4.182 04/07/2018 -1
MGS 04/26 4.261 37 4.262 04/07/2018 0
MGS 09/26 4.299 7 4.331 04/07/2018 -3
MGS 11/26 4.253 37 4.264 04/07/2018 -1
MGS 11/27 4.198 370 4.258 04/07/2018 -6
MGS 06/28 4.158 267 3.791 04/07/2018 37
MGS 06/31 4.646 12 4.678 03/07/2018 -3
MGS 04/33 4.695 41 4.685 04/07/2018 1
MGS 05/35 4.866 14 4.880 04/07/2018 -1
MGS 04/37 4.893 1 4.901 04/07/2018 -1
MGS 06/38 4.838 187 4.865 04/07/2018 -3
MGS 06/48 4.940 240 - - -
Gll 08/18 3.275 200 3.279 04/07/2018 0
Gll 11/18 3.299 20 3.312 04/07/2018 -1
GlI 05/20 3.597 20 3.630 04/07/2018 -3
Gl 08/20 3.601 10 3.641 04/07/2018 -4
Gl 08/21 3.810 1 3.837 03/07/2018 -3
Gll 04/22 3.860 30 3.846 04/07/2018 1
Gll 07/22 3.952 20 3.948 09/04/2018 0
Gll 07/23 3.978 51 4.052 02/07/2018 -7
Gll 11/23 3.948 260 3.979 04/07/2018 -3
Gl 08/25 4.127 230 4.144 04/07/2018 -2
Gll 10/25 4231 80 4.247 04/07/2018 -2
Gll 09/26 4.269 40 4.361 29/06/2018 -9
Gll 07/27 4.312 120 4.416 27/06/2018 -10
Gl 10/28 4.275 550 4.309 04/07/2018 -3
Gll 06/33 4.710 110 4.723 04/07/2018 -1
4631

Daily Trades: Corp Bonds / Sukuk

Securities Rating Closing Vol Previous Previous Chg Spread

(RM mil) YT™M Trade Date (bp) Against

(dd/mmlyyyy) MGS*
Danalnfra Nasional Berhad 07/24 GG 4.360 20 4.520 15/05/2018 -16 40
Pengurusan Air SPV Berhad 02/26 GG 4.471 15 4.477 04/07/2018 -1 37
Prasarana Malaysia Berhad [fka Syarikat Prasarana Negara Berhad)] 09/27 GG 4.501 15 4.539 27/06/2018 -4 36
Danalnfra Nasional Berhad 05/31 GG 4.769 15 4.770 14/03/2018 0 14
Danalnfra Nasional Berhad 04/39 GG 5.090 15 5.100 03/07/2018 -1 26
Danalnfra Nasional Berhad 03/42 GG 5.119 10 5.218 31/05/2018 -10 29
Danalnfra Nasional Berhad 05/42 GG 5.119 5 5.159 28/03/2018 -4 29
Danalnfra Nasional Berhad 11/42 GG 5.119 5 5.222 16/11/2017 -10 29
Prasarana Malaysia Berhad [fka Syarikat Prasarana Negara Berhad] 09/47 GG 5.160 30 5.189 28/06/2018 -3 33
GENM Capital Berhad 03/22 AAA 4.895 10 4.805 14/05/2018 9 114
Aquasar Capital Sdn Berhad 07/23 AAA 4.518 10 4.571 05/06/2018 -5 71
Aman Sukuk Berhad 05/24 AAA 4.650 10 4.606 07/06/2018 4 69
TNB Western Energy Berhad 01/25 AAA 4.644 2 4.698 28/05/2018 -5 61
Projek Lebuhraya Usahasama Berhad 01/27 AAA 4.681 10 4.728 07/06/2018 -5 54
Tenaga Nasional Berhad 08/37 AAA 5.089 10 5.100 04/07/2018 -1 26
Hong Leong Financial Group Berhad 11/18 AAL 4.151 10 4.246 13/04/2018 -10 76
Sarawak Energy Berhad 01/27 AAL 4.864 10 4.769 26/12/2017 9 72
Sarawak Energy Berhad 12/32 AA1 5.249 20 5.319 25/06/2018 -7 62
Celcom Networks Sdn Berhad [fka Celcom Transmission (M) Sdn Berhad)] 10/26 AA+ 4.960 5 4.969 04/07/2018 -1 86
Hong Leong Bank Berhad 09/39 AA2 4.643 20 4.717 02/05/2018 -7 -19
Sime Darby Plantation Sdn Bhd 03/16 AA 5.258 10 5.298 28/06/2018 -4 43
Perbadanan Kemajuan Negeri Selangor 08/18 AA3 4.180 20 4.232 20/06/2018 -5 79
SPR Energy (M) Sdn Berhad 07/21 AA3 4,745 10 4.704 14/07/2017 4 117
SPR Energy (M) Sdn Berhad 07/24 AA3 4.968 10 4.910 30/11/2017 6 101
Tanjung Bin Energy Issuer Berhad 03/25 AA3 4.800 4 4.708 08/12/2017 9 77
Edra Energy Sdn Berhad 07/26 AA3 5.457 10 5.490 27/06/2018 -3 136
Edra Energy Sdn Berhad 07/34 AA3 6.044 5 6.030 05/01/2018 1 142
SPR Energy (M) Sdn Berhad 07/35 AA3 5.685 20 5.711 18/12/2017 -3 106
Hong Leong Financial Group Berhad 11/17 Al 5.026 1 5.026 04/07/2018 0 19
UMW Holdings Berhad 04/18 Al 5.969 10 6.006 03/07/2018 -4 114
Alliance Bank Malaysia Berhad 10/25 A2 4.598 3 4.829 02/07/2018 -23 57

350

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

Global passenger traffic results for May 2018 showing that demand (measured in
revenue passenger kilometers, or RPKs) rose 6.1% year-on-year (y-0-y), according
to the International Air Transport Association (IATA). In a statement yesterday, IATA
said this was a slight pickup from 6.0% y-0-y growth for April 2018. It said capacity
climbed 5.9% and load factor rose 0.1 percentage point to 80.1%. IATA’s director general
and CEO Alexandre de Juniac said May was another solid month in terms of demand
growth. “As had been expected, we saw some moderation, as rising airline costs are
reducing the stimulus from lower airfares. “In particular, jet fuel prices are expected to be
up nearly 26% this year compared to 2017. “Nevertheless, the record load factor for the
month signifies that demand for air connectivity is strong," he said. (Source: The Star)

China's second-quarter economic growth is expected to have slowed slightly from
the previous quarter, a Reuters poll showed, as the government's efforts to tackle
debt risks crimp activity and a looming US trade war threatens exports. The
economy has already felt the pinch from a multi-year crackdown on riskier lending that
has driven up corporate borrowing costs, promoting the central bank to pump out more
cash by cutting reserve requirements for lenders. Recent data have started to show signs
of fatigue as credit expansion slowed and domestic demand ranging from government-
funded infrastructure investment to consumer spending looked to be softening. This
comes as a deepening trade war with the United States looks set to hit China's export
machine. A poll of 55 economists showed growth in gross domestic product likely eased
marginally to 6.7% in the second quarter from a year earlier, compared with the 6.8% clip
in the previous three quarters. Forecasts in the poll ranged from 6.5% to 6.9%. "The
synchronised slowdown in domestic and external demand is likely to put pressure on
economic growth in the second half," said Lian Ping, chief economist at Bank of
Communications. Lian said he expected GDP growth to slow to 6.6% in the third quarter
and stay steady in the fourth quarter, bringing full-year growth to 6.7% — above the
government's target of around 6.5%. China's Commerce Ministry on Thursday warned
the proposed US tariffs would hit international supply chains, including foreign companies
in the world's second-largest economy. Faced with a slowdown in domestic demand and
the potential fallout from the trade war, Chinese policymakers are likely to step up policy
support for the economy and soften their stance on deleveraging. The People's Bank of
China, which has cut banks' reserve requirements three times this year, has recently
replaced its use of the term "deleveraging" with "structural deleveraging", a change that
suggests less harsh curbs on debt. The central bank also said it will keep liquidity
"reasonably ample", a shift from the previous wording of "reasonably stable". Chinese
currency and equity markets have been volatile ahead of July 6, when US tariffs on
US$34 billion worth of Chinese goods are set to kick in, with the yuan losing about 3.3%
in June against the dollar — its worst month on record. Beijing has said it would retaliate
with tariffs on US products. "On monetary policy, we expect the PBoC to ease policy
further in the quarters ahead in a more proactive and forward-looking manner,"
economists at Nomura said in a note. The Nomura economists said they expected the
PBoC to deliver at least one more RRR cut before year-end, likely by 100 basis points
and increase direct funding to the real economy via other liquidity injection tools, such as
the supplementary lending facility. Despite the economic uncertainty, China is
comfortable with a weakening yuan, policy insiders told Reuters, and will intervene only
to prevent any rapid and destabilising declines or to restore market confidence, as the
economy loses momentum and faces further trade risks. China releases second quarter
GDP on July 16, along with June industrial output, retail sales, property sales and
investment, and fixed asset investment data. (Source: The Edge/Reuters)
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Rating Actions
Issuer PDS Description Rating/Outlook Action
Sepangar Bay Power RM575 million Nominal Value Sukuk AAl/Stable Reafirmed

Corporation Sdn Bhd Murabahah

Source: RAM Ratings; 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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