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US Treasuries

e US Treasuries ended largely weaker albeit between -1 to

s
+3 bps following the expected FOMC rate hike of 25bps;
Tenure Closing (%) Cha (bps) thus allowing the Fed fund target range at 1.75-2.00%

:yr Ez: 2:; g ‘: levels. The curve bear-flattened as the 2Y spiked 3bps
-yr ;
higher at 2.57% whilst the much-watched 10Y rose a mere
0-yr UST 297 1
lg basis point at 2.97; having briefly flirted above 3.00% during
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yesterday's trading session. The median dot plot

projections saw an additional one rate hike possibility for

both 2018 and 2019 thus prompting as much as four rate
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s 266 = 5 372 0 hikes in total for this year. Investors continue to watch for
-yr | - . ) . . . . )
Syr 385 0 403 0 signs of inversion in the yield curve; a sign that has
7oyr 203 0 48 E historically preceded recessions in the past.
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e Trading momentum in local govvies picked-up with volume
30-yr 495 0 501 0

at a commendable RM2.27b with bulk of interest in the
shorter-end 19’s and 24’s. Overall benchmark yields were
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from prior day’s closing with the 7Y MGS 3/25 unchanged

*M arket indicative

IRS Closing (%) Chg (bps)
yr 374 0 at 4.03% whilst the 10Y MGS 6/28 edged 1bps lower at
3yr 380 1 4.22%. Meanwhile investors continue to digest the Govt's
Seyr 3.90 0 review of large infrastructure projects and outstanding debt
71 3.99 1 from 1MDB which may determine contingent liability risk on
Dyr 496 0 the country’s credit profile. Expect market to remain tepid
Source : Bloomberg ahead of the Hari Raya Aidil Fitri holidays.
Corp Bonds/Sukuk
Upcoming Government Bond Tender o Corporate Bonds however saw muted interest with volume
Nil at a mere RM127m with interest seen in the AAA and AA-

rated space. CAGAMAS 18’s rallied; closing between 3.69-
3.70% levels whilst DANGA 9/33 rose 3 bps compared to
previous-done levels at 5.03%. Meanwhile, AA-rated infra-
cum power related bond Southern Power 24-25’s grinded
9bps higher between 4.80-82% levels whereas GAMUDA
11/22 closed unchanged at 4.78%. Expect a quiet session
ahead of the long-weekend. Here’s wishing a Selamat Hari
Raya to all our valued customers and counterparties!
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Daily Trades : Government Bonds
SIS Closing Vol Previous Previous Chg

YTM (RM mil) YTM Trade Date ((s]9)]
(dd/mm/yyyy)
MGS 09/18 3.263 5 3.243 12/06/2018 2
MGS 03/19 3.368 144 3.321 12/06/2018 5
MGS 10/19 3.463 696 3.487 12/06/2018 -2
MGS 11/19 3.476 30 3.512 12/06/2018 -4
MGS 03/20 3.531 3 3.559 12/06/2018 -3
MGS 10/20 3.567 13 3.608 12/06/2018 -4
MGS 02/21 3.679 40 3.776 08/06/2018 -10
MGS 07/21 3.715 117 3.739 12/06/2018 -2
MGS 09/21 3.743 20 3.756 12/06/2018 -1
MGS 11/21 3.657 82 3.682 12/06/2018 -2
MGS 03/22 3.872 4 3.852 11/06/2018 2
MGS 08/22 3.930 20 3.941 11/06/2018 -1
MGS 09/22 3.930 26 3.908 06/06/2018 2
MGS 08/23 4.015 41 4.004 11/06/2018 1
MGS 07/24 4.113 160 4.171 12/06/2018 -6
MGS 09/24 4.146 4 4.131 12/06/2018 1
MGS 07/25 4.258 20 4.272 05/06/2018 -1
MGS 09/25 4.257 177 4.257 12/06/2018 0
MGS 11/26 4.370 50 4.356 12/06/2018 1
MGS 03/27 4.370 3 4.365 12/06/2018 0
MGS 05/27 4.367 1 4.383 04/06/2018 -2
MGS 11/27 4.316 8 4.315 11/06/2018 0
MGS 06/28 4.215 140 4,228 12/06/2018 -1
MGS 04/30 4.621 74 4.653 12/06/2018 -3
MGS 04/33 4.778 24 4.773 12/06/2018 0
MGS 11/33 4.642 4 4.623 06/06/2018 2
MGS 04/37 4,918 1 4,917 08/06/2018 0
MGS 06/38 4.892 10 4.893 12/06/2018 0
Gll 05/20 3.695 50 3.650 12/04/2018 4
Gll 08/20 3.716 2 3.721 05/06/2018 0
Gll 04/22 3.933 4 3.936 12/06/2018 0
Gll 11/23 4.028 40 4.024 12/06/2018 0
Gll 05/24 4.184 31 4.175 07/06/2018 1
Gl 08/25 4.176 30 4.183 12/06/2018 -1
Gl 10/28 4.333 190 4.344 12/06/2018 -1
Gl 08/33 4.839 1 4.839 08/06/2018 0
Gll 10/35 4,981 1 5.042 04/06/2018 -6
2265

Daily Trades: Corp Bonds / Sukuk

Securities Rating Closing Vol Previous Previous Chg Spread

YTM (RM mil) YTM Trade Date (bp) Against
(dd/mmlyyyy)
Cagamas Berhad 10/18 AAA 3.686 10 3.700 17/04/2018 -1 28
Cagamas Berhad 10/18 AAA 3.704 10 3.756 07/06/2018 -5 30
Cagamas Berhad 10/18 AAA 3.700 10 3.829 17/05/2018 -13 30
Danga Capital Berhad 09/33 AAA 5.032 20 4.999 08/06/2018 3 40
Malayan Banking Berhad 01/24 AAl 4.499 4 4.293 24/05/2018 21 54
Sarawak Energy Berhad 07/24 AAl 4.750 8 4.680 07/05/2018 7 79
YTL Power International Berhad 05/27 AAl 5.029 2 5.018 12/06/2018 1 85
Konsortium ProHAWK Sdn Berhad 06/33 AA2 5.249 1 5.282 16/05/2018 -3 61
Gamuda Berhad 11/22 AA3 4.776 20 4.777 05/06/2018 0 98
RHB Bank Berhad 07/24 AA3 4.624 10 4.603 24/05/2018 2 66
Southern Power Generation Sdn Berhad 10/24 AA- 4.799 20 4.708 28/03/2018 9 84
Southern Power Generation Sdn Berhad 04/25 AA- 4.824 10 4.732 29/03/2018 9 78
Mah Sing Perpetual - - 5.595 2 5.602 12/06/2018 -1 -
127

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

2]



FIXED INCOME
June 14, 2018

)§ HonglLeong Bank

Market/Corporate News: What’s Brewing

President Donald Trump said he’ll confront China “very strongly” over trade in the coming
weeks, as his administration prepares to follow through on a threat to slap tariffs on
Chinese imports. “China could be a little bit upset about trade because we are very
strongly clamping down on trade,” Trump said in an interview with Fox News'’s Bret Baier
airing on Wednesday. The interview was conducted Tuesday aboard Air Force One after
Trump met North Korean leader Kim Jong Un in Singapore. Trump has convened a
meeting at the White House on Thursday to talk with his trade team about whether to
move forward with tariffs on Chinese goods, according to two people familiar with the
plans. “You will see over the next couple of weeks. They understand what we are doing,”
he said before praising his “good” personal relationship with Chinese President Xi
Jinping. The White House has said it's proceeding with plans to impose duties on $50
billion of Chinese goods, after weeks of high level-discussions between the U.S. and
China yielded little progress over a trade deal. The Trump administration plans to
announce on Friday a final list of tariff targets, which will will be imposed “shortly
thereafter.” The Trump administration is reviewing a flood of comments to refine its initial
list of $50 billion in imports that it revealed in April. In its preliminary list, the U.S. said it
would levy an additional 25 percent duty on everything from TV components to
dishwashers and snowblowers. Administration officials have cautioned that Trump has
the final say. “It's always the president’s decision,” White House trade adviser Peter
Navarro said Tuesday at an event in Washington. The administration is expected to put
the Chinese tariffs into effect by next month, said Ted Murphy, managing partner at the
Washington office of law firm Baker McKenzie. “That would be my baseline case: that
they’re going to publish a final list on Friday with an effective date of July 1,” said Murphy,
who sits on a trade committee that advises the Commerce Department and U.S. Trade
Representative’s office. “Things change on a tweet, so if they think China is negotiating
in good faith, they could delay it.” China has threatened to retaliate with proportional
duties on everything from American soybeans to airplanes. The two countries have been
trying to negotiate a truce to the trade spat. But at the latest round of talks in Beijing, Xi’'s
government warned that will withdraw any commitments if Trump carries out his threat
to impose duties. Trump’s warning comes just days after his meeting in Singapore with
Kim over that nation’s nuclear weapons. China is a key player in talks to wind down North
Korea’s nuclear program and bring peace to the Korean Peninsula. China is widely seen
as one of the big winners of Trump’s meeting with Kim as it hopes to maintain stability in
its neighboring country and boost trade. Trump on Tuesday thanked China for tightening
its sanctions on trade with North Korea, arguing that the economic pressure along North
Korea’s northwest border had helped bring Kim to the negotiating table. The tariffs move
would come against the backdrop of heightened tensions between America and its
traditional trading and security partners. A meeting of the Group of Seven ended in chaos
this weekend, after Trump revoked support for a joint statement and lashed out at fellow
leaders. Following the meetings, IMF Managing Director Christine Lagarde warned that
the outlook for the global economy is growing “darker by the day.” Businesses are
lobbying to shape the final U.S. list, with many firms pushing for exclusions for products
they use in their supply chains. Almost 125 companies testified in Washington during
three days of hearings last month to collect feedback over the tariffs. Many warned that
the tariffs would increase their costs and raise prices for consumers. (Source: The
Edge/Bloomberg)
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Rating Actions

Issuer PDS Description Rating/Outlook Action

Quill Retail Malls Sdn RM200 million Class A AAl Reaffirmed

ohd RM70 million Class B AA3 Reaffirmed
RM50 million Class C A2 Reaffirmed
RM30 million Class D A3 Reaffirmed

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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