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Fixed Income Daily Market Snapshot

usT US Treasuries
Tenure Closing (%) Chg (bps) e US Treasuries ended weaker on lack of leads yesterday
2-yrusT 256 2 with the vyield curve seen steepening. Benchmark yields
SyrusT 275 b were generally higher between 2-3 bps with the 2Y at 2.56%
Dyrust 286 4 and the much-watched 10Y at 2.86% levels. Meanwhile a
30-yr UST 296 3

number of Investment-Grade (IG) issuances were
announced i.e. Credit Suisse Group AG, European

investment Bank, Japan Bank for International Cooperation

Tenure  Closing (%)  Chg (bps)  Closing (%) Chg (bps) and Commonwealth Bank of Australia; as the tone of the
S 395 -2 396 0 credit market improved as CDS spreads came off their
5-yr 377 -2 393 0 . . . -
Tt 307 1 D 1 widest levels since 2016. Recent analysis reveals rising
Doyr 409 2 423 = . turnover has energized the market-depth of UST’s as YTD
Boyr 457 0 471 0 daily volume of $556b compared with $502b in 2017 (at its
20-yr 481 -3 5.00 0 through in 2015 this was only $480b).
30-yr 4.94 0 498 0

*M arket indicative M GS/Gl |

e Despite trading momentum in Govvies easing for the 3rd

day with total volume at RM2.72b; firm interest saw bonds

I:ysr Clossi:i(%) cho (bps)o rally as overall benchmark yields were generally 0-3bps
3yr 3.l75 0 lower across the curve. Both MGS and GIl 18-19’s were
Syt 385 1 snapped up along with MGS 23-24’s on both local and
7oyr 397 1 offshore flows. Both the 10Y MGS 6/28 and GII 10/28 edged
Dyr 45 0 1-2bps lower to close at 4.09% and 4.23% respectively.

Source : Bloomberg Lower intensity of selling is noticed of late following the
lower magnitude in the reduction in June’s foreign holdings
for local govvies.

Upcoming Government Bond Tender Corp Bonds/Sukuk

Nil e Trading activity in Corporate Bonds/Sukuk improved to
RM334m with interest spanning across a mere 26 different
bonds compared to a mere 16 prior day. The bulk of the
trades were focused on the GG followed by the AAA-AA
part of the curve. Govt-guaranteed DANAINFRA 32 and
39’s ended 1-2bps lower between 4.80-82% and 5.06-07%
levels respectively compared to previous-done levels whilst
AAA rated GENM Capital 7/23 and 7/28 made their debut
closing at 4.93% and 5.15% respectively. The AA-space
was dominated by power-related bonds Sepangar Bay
Power 7/19, SAMALAJU 12/26, 12/29 and also Southern
Power 4/29 which moved 2-11bps lower with trades totaling
RM70m nominal value.
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Daily Trades : Government Bonds
Securities Closing Vol Previous Previous Chg

YT™M (RM mil) YTM Trade Date (bp)
(dd/mm/yyyy)
04/07/2018
MGS 03/19 3.381 196 3.380 06/07/2018 0
MGS 10/19 3.390 24 3.411 06/07/2018 -2
MGS 03/20 3.448 5 3.454 06/07/2018 -1
MGS 10/20 3.463 2 3.426 06/07/2018 4
MGS 02/21 3.542 3 3.582 06/07/2018 -4
MGS 07/21 3.595 30 3.605 06/07/2018 -1
MGS 09/21 3.582 50 3.606 06/07/2018 -2
MGS 11/21 3.546 2 3.562 06/07/2018 -2
MGS 03/22 3.669 80 3.810 04/07/2018 -14
MGS 08/22 3.749 58 3.771 06/07/2018 -2
MGS 03/23 3.844 183 3.868 06/07/2018 -2
MGS 04/23 3.765 130 3.802 06/07/2018 -4
MGS 08/23 3.865 1 3.876 06/07/2018 -1
MGS 07/24 3.927 134 3.927 06/07/2018 0
MGS 09/24 3.958 120 3.969 06/07/2018 -1
MGS 03/25 3.972 30 3.984 06/07/2018 -1
MGS 09/25 4.035 8 4.174 06/07/2018 -14
MGS 05/27 4.272 10 4.279 06/07/2018 -1
MGS 11/27 4.172 10 4.172 06/07/2018 0
MGS 06/28 4.094 188 4.110 06/07/2018 -2
MGS 06/31 4.593 20 4.646 06/07/2018 -5
MGS 04/32 4.665 17 4.724 06/07/2018 -6
MGS 04/33 4.663 112 4.667 06/07/2018 0
MGS 05/35 4.839 22 4.866 05/07/2018 -3
MGS 04/37 4.843 11 4.885 06/07/2018 -4
MGS 06/38 4.807 100 4.839 06/07/2018 -3
MGS 03/46 4.931 1 4.915 04/07/2018 2
Gll 04/19 3.414 375 3.427 06/07/2018 -1
Gll 05/20 3.602 19 3.597 05/07/2018 0
Gl 08/21 3.708 100 3.737 06/07/2018 -3
Gll 04/22 3.823 63 3.860 05/07/2018 -4
Gll 07/22 3.882 100 3.963 03/07/2018 -8
Gll 07/23 3.975 1 3.978 06/07/2018 0
Gll 08/25 4.095 80 4.087 06/07/2018 1
Gl 07/27 4.312 1 4.312 05/07/2018 0
Gll 10/28 4.233 190 4.244 06/07/2018 -1
Gll 08/33 4.840 1 4.844 25/06/2018 0
2715

Daily Trades: Corp Bonds / Sukuk

Securities Rating Closing Vol Previous Previous Chg Spread

YT™M (RM mil) YTM Trade Date (bp) Against

(dd/mmlyyyy) MGS*
Prasarana Malaysia Berhad [fka Syarikat Prasarana Negara Berhad] 03/19 GG 3.753 5 3.693 03/04/2018 6 37
Danalnfra Nasional Berhad 10/20 GG 4.022 20 3.925 22/01/2018 10 54
Khazanah Nasional Berhad 08/23 GG 4.321 10 4.259 04/04/2018 6 54
Danalnfra Nasional Berhad 02/25 GG 4.392 5 4.239 28/06/2016 15 40
Bank Pembangunan Malaysia Berhad 09/29 GG 4.697 10 4.650 28/03/2017 5 59
Danalnfra Nasional Berhad 03/32 GG 4.809 20 4.825 16/03/2018 -2 22
Danalnfra Nasional Berhad 05/32 GG 4.821 30 4.828 03/07/2018 -1 23
Prasarana Malaysia Berhad [fka Syarikat Prasarana Negara Berhad] 09/37 GG 5.020 30 5.128 04/06/2018 -11 20
Danalnfra Nasional Berhad 04/39 GG 5.064 35 5.074 06/07/2018 -1 24
Danalnfra Nasional Berhad 07/39 GG 5.074 10 5.086 06/07/2018 -1 25
Cagamas Berhad 03/20 AAA 4.100 20 4.171 03/07/2018 -7 62
DiGi Telecommunications Sdn Berhad 04/22 AAA 4.410 5 4.482 08/06/2018 -7 69
GENM CAPITAL 07/23 AAA 4.929 9 - - - 115
GENM CAPITAL 07/28 AAA 5.149 26 - - - 105
Bank Pembangunan Malaysia Berhad 03/32 AAA 5.008 10 5.030 01/06/2018 -2 42
MBSB Bank Berhad (fka Asian Finance Bank Berhad) 05/19 AA1 4.455 10 4.551 14/05/2018 -10 108
Sepangar Bay Power Corporation Sdn Berhad 07/19 AA1 4.188 20 4.300 25/05/2015 -11 81
Samalaju Industrial Port Sdn Berhad 12/26 AAL 4.904 10 4,938 26/06/2018 -3 84
Samalaju Industrial Port Sdn Berhad 12/29 AAL 5.129 20 5.209 25/06/2018 -8 103
OCBC Bank (Malaysia) Berhad 04/39 AA2 4.604 3 4.686 18/05/2018 -8 -22
RHB Islamic Bank Berhad 04/27 AA3 4.772 2 4.817 26/06/2018 -4 66
CIMB Group Holdings Berhad 04/60 AA3 4.972 1 4.913 02/07/2018 6 15
UEM Edgenta Berhad [fka Faber Group Berhad] 04/22 AA- 4.719 2 4.727 02/05/2018 -1 100
Southern Power Generation Sdn Berhad 04/29 AA- 4.997 20 5.021 08/06/2018 -2 89
Hong Leong Financial Group Berhad 1117 Al 5.026 1 5.026 06/07/2018 0 21
Alliance Bank Malaysia Berhad 10/25 A2 4.577 1 4.598 05/07/2018 -2 59

334

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

Singapore will seek compensation for all costs incurred if Malaysia cancels a
planned multi billion-dollar high-speed railway link between the two countries.
Transport Minister Khaw Boon Wan told parliament on Monday that compensation would
be sought under the terms of the 2016 high-speed rail bilateral agreement between
Singapore and Malaysia. “We will deal with the question of compensation from Malaysia
for costs incurred by Singapore in accordance with the bilateral agreement and
international law,” Khaw said, adding that Singapore expected to incur costs of around
S$300mil (US$221.5mil) by the end of the year. Soon after achieving a stunning upset
in Malaysia’s May general election, Prime Minister Tun Dr Mahathir Mohamad said he
would cancel the rail link to Singapore, a signature project of his predecessor Datuk Seri
Najib Tun Razak, in what he called a move to cut costs. The decision is a setback to
construction and rail companies in Asia, including those from China and Japan that are
keen to gain a slice of the orders. The 350-kilometer (220-mile) line, with trains moving
at a top speed of more than 300 kilometers an hour, was targeted to begin operating in
2026. It would've trimmed the land journey between Kuala Lumpur and Singapore to 90
minutes, from about five hours now. Mahathir has also suspended works on the East
Coast Rail Link and energy pipeline projects backed by Chinese state companies, saying
they were too costly. Representatives from Mahathir's office and transport minister
Anthony Loke Siew Fook did not immediately respond to requests for comment. The
move signals a return to rockier ties between Malaysia and Singapore that characterized
Mabhathir’s first stint in power from 1981 to 2003. Relations had improved under Najib,
who in 2013 had agreed with his Singaporean counterpart Lee Hsien Loong to build the
rail link. Singapore had already acquired land for the project, passed legislation, and set
up an infrastructure company with a team of more than 100 specialists to build, own, fund
and maintain the high-speed-rail civil infrastructure in Singapore, Khaw said. “All these
works cost money,” Khaw said. “Including costs for consultancies to design the civil
infrastructure, costs for dedicating manpower to oversee and deliver the project, and
costs for land acquisition,” he said. Based on preliminary estimates, the total cost
incurred by the Singapore Government had already exceeded S$250mil by the end of
May 2018, with further costs of around S$52mil to be incurred by the end of December.
“This is actual money that has already been spent, our taxpayers money,” Khaw said,
adding that a significant amount of the money spent “will be completely wasted
expenditure, if the project does not proceed.” Khaw said that besides costs incurred by
Singapore, rail consortia from China, Japan, Europe and other interested parties such as
international financial institutions, have also been incurring costs preparing their bids,
Khaw added. Singapore had sent a diplomatic note to Malaysia on June 1 seeking
immediate clarification on Malaysia’s position, but “to date, Singapore has still not
received a reply from the Malaysian Government,” he said. If the Malaysian Government
did not soon provide an official response, “then we cannot ignore the public statements
made by the Malaysian Ministers, and Prime Minister Dr Mahathir himself, on the
termination of the project, and Singapore will act according to its rights,” Khaw said..
(Source: The Star/Bllomberg)

Analysts reckon the third light rail transit (LRT3) line in the Klang Valley is not in
danger of being dropped despite talk of Putrajaya reviewing the project because
of massive cost overruns. In the worst case, the LRT3 could be shelved, CIMB Equities
Research said, believing “this is unlikely to materialise as the project has entered the
intensive civil works phase”. A local English-language daily reported yesterday the cost
to build the 37km line between Bandar Utama and Klang has jumped to RM15 billion,
from the initial estimate of RM9 billion in 2015. As a result, the government is reviewing
the project and is expected to make a decision soon, the daily quoted a source as saying.
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The report said the government, through Prasarana Malaysia Bhd, could take over the
construction of the project from the project delivery partner (PDP) — a 50:50 joint venture
between Malaysian Resources Corp Bhd (MRCB) and George Kent (Malaysia) Bhd.
Given the financial constraints and a national debt of RM1.087 trillion as at end-2017,
analysts are also not discounting the possibility that the government may defer the
project. If Prasarana assumes control of the LRT3 construction, analysts said the
government would do away with the PDP model and revert to the turnkey model to
reduce construction cost, which may involve reducing the project’s size and scale.
Around RM10.27 billion worth of contracts related to the LRT3 have been farmed out to
local contractors, including Mudajaya Group Bhd, WCT Holdings Bhd, TRC Synergy Bhd,
1IM Corp Bhd, Sunway Construction Group Bhd, and EITA Resources Bhd. To complete
the LRT3 project, analysts said Prasarana may need to raise new funds and seek an
fresh approvals from the new federal cabinet. Prasarana may seek an additional budget
from the government as the consortium currently has the approval to raise up to RM10
billion. To raise additional funds, the company may need the cabinet’'s approval.Since
assuming power following the 14th general election on May 9, the Pakatan Harapan
government has been reviewing mega-infrastructure projects such as the RM81 billion
East Coast Rail Link, at risk of being scrapped. The new government has also dropped
the RM45 billion third mass rapid transit (MRT3) project and the RM110 billion Kuala
Lumpur-Singapore high-speed rail. According to analysts, the LRT3 cost has exceeded
the RM10 billion budget due to design changes affecting the proposed 26 stations along
the rail stretch. (Source: The Edge)

Rating Actions

Issuer

Axis REIT Sukuk
Berhad

Bank Muamalat
Malaysia Berhad

Source: RAM Ratings; MARC

PDS Description Rating/Outlook Action
RM110.0 million of Class A, Class B, Class C AAA, AAl, AA2 and Reaffirmed
and Class D sukuk AA3

Financial Institution rating A2/Stable/P1 Reaffirmed
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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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