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Fixed Income Daily Market Snapshot

US Treasuries

Tenure Closing (%) Chg (bps) e US Treasuries reversed losses in earlier sessions by rallying as
2yrusT 209 J 1 the curve bull-flattened amid strong 7Y auction which averaged
ZWU;TT z:z ! 2.565%. Yields were generally lower by up to 5bps (save for the
-yl' -3 ey . . . .
3047 UST 288 } " 2Y; sensitive to Fed policy interest rate expectations which

nudged 1lbps higher at 2.09%). The 5s30s spread resumed

tightening by as much as 3bps. The much-watched 10Y moved

Tenure  Closing (%)  Chg (bps)  Closing (%) Chg (bps) 2bps lower at 2.62%. The recent movement of yields; especially

zi: 222 z zz: l 01 the 10Y UST suggest that volatility may begin emerging unlike
Ty 389 1 a0 = - the “goldilocks” era of debt levels in 2017. Upcoming data today
D-yr 392 -1 4B ‘ -2 include annualized GDP figures for 4Q with survey polls lower at
Beyr 444 1 455 i 0 3.0%.

20-yr 4.62 -1 478 E 0

30-yr 4.86 -4 4.95 i 0

*Market indicative

Mes/Gll

IRS Closing (%) Chg (bps) e Local Govwvies saw volume traded improve to RM2.67b with

Byr 370 S investor interest shifting to the mid-to-long ends i.e. 28-37’s
zj Z:g z following the OPR hike of 25bps to 3.25%. Yields ended
Tor 400 2 marginally lower by about 1bps across most tenures save for the
Dy 41 1 5Y MGS. Both the widely-watched benchmark 7Y MGS 9/24 and

Source :Bloomberg 10Y MGS 11/27 closed 1lbps lower at 3.89% and 3.92%
respectively compared to previous-done levels. Meanwhile the
5Y Gl 4/22 which was sold-off post-auction on the 5" of Jan
continued to churn volume closing unchanged at 3.88% levels.
Market participants are not expecting further hikes in this election
year, hence keeping markets in rangebound mode. All eyes will
be on the reopening of RM2.5bn and RM1.0bn private placement
of 15Y MGS 4/33 today.

Upcoming Government Bond Tenders
Reopening of RM2.5b + RM1.0b (Private PDS/Sukuk

placement) of 15Y MGS 4/33. todav o Interest in the secondary market for Corporate Bonds were
muted with total volume of RM280m with little interest on Govt-
Guaranteed and AAA-rated papers. Meanwhile AA-rated SAJ
Capital made its debut at 5.61% and 5.67% respectively whist
Southern Power Generation 31’s traded lower on yields between
5.16-5.20% levels. Expect interest to selectively return on higher
yield-requirements by end-investors.
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Daily Trades : Government Bonds

Securities Closing Vol Previous Previous Chg
YTM (RM mil) YTM Trade Date ((s]9)]
(dd/mm/yyyy)
MGS  02/18 2.983 125 3.047 23/01/2018 -6
MGS  09/18 3.190 46 3.118 24/01/2018 7
MGS  03/19 3.204 7 3.124 23/01/2018 8
MGS  07/19 3.269 1 3.302 18/01/2018 -3
MGS  10/19 3.266 5 3.261 24/01/2018 0
MGS  11/19 3.270 131 3.303 24/01/2018 -3
MGS  03/20 3.322 3 3.351 24/01/2018 -3
MGS  10/20 3.350 2 3.355 24/01/2018 0
MGS  02/21 3.354 20 3.371 23/01/2018 -2
MGS  07/21 3.466 133 3.501 24/01/2018 -3
MGS  11/21 3.473 85 3.479 24/01/2018 -1
MGS  03/22 3.617 100 3.592 24/01/2018 2
MGS  08/22 3.748 87 3.731 24/01/2018 2
MGS  09/22 3.705 4 3.693 19/01/2018 1
MGS  03/23 3.783 1 3.798 24/01/2018 -2
MGS  08/23 3.830 25 3.860 23/01/2018 -3
MGS  07/24 3.942 38 3.918 23/01/2018 2
MGS  09/24 3.887 135 3.916 24/01/2018 -3
MGS  11/26 4.030 2 4.051 24/01/2018 -2
MGS  11/27 3.923 124 3.929 24/01/2018 -1
MGS  06/28 4.066 220 4.096 22/01/2018 -3
MGS  06/31 4.431 56 4.477 24/01/2018 -5
MGS  04/33 4.440 180 4.436 24/01/2018 0
MGS  04/37 4.619 163 4.639 23/01/2018 -2
MGS  03/46 4.857 49 4.894 23/01/2018 -4
Gl 08/18 3.257 59 3.265 24/01/2018 -1
Gl 08/21 3.782 30 3.802 23/01/2018 -2
Gll 04/22 3.882 526 3.887 24/01/2018 0
Gl 05/24 4.107 70 4.105 17/01/2018 0
Gl 08/24 4.080 80 4.106 24/01/2018 -3
Gl 09/26 4.249 17 4.250 23/01/2018 0
Gll 07/27 4.162 30 4.181 24/01/2018 -2
Gl 09/30 4.501 120 4.601 23/01/2018 -1
2670

Daily Trades: PDS / Sukuk

SEIES Rating Closing \Yell Previous Previous Chg Spread

YTM (RM mil) YTM Trade Date ((s]9)) Against
(dd/mmlyyyy) MGS*

Small Medium Enterprise Development Bank Malaysie 10/10/2017

Rantau Abang Capital Berhad 08/19 AAA 4.016 10 3.985 23/11/2017 3 72
Sarawak Energy Berhad 06/18 AAL 4.041 5 3.899 11/01/2018 14 85
Danajamin Nasional Berhad 10/27 AAl 4.717 10 4.719 24/01/2018 0 81
CIMB Bank Berhad 08/26 AA+ 4,849 1 5.499 03/01/2018 -65 90
First Resources Limited 10/21 AA2 4.598 10 4.596 05/01/2018 0 112
OCBC Bank (Malaysia) Berhad 04/39 AA2 4.567 10 4.600 17/08/2017 -3 -5
CIMB Bank Berhad 10/38 AA 4.847 1 5.050 21/12/2017 -20 23
Perbadanan Kemajuan Negeri Selangor 05/20 AA3 4.705 20 4.695 08/01/2018 1 141
BGSM Management Sdn Berhad 08/25 AA3 4.800 2 4.772 22/01/2018 3 87
SAJ Capital Sdn Bhd 01/30 AA- 5.670 90 - - - -
SAJ Capital Sdn Bhd 01/29 AA- 5.610 80 - - - -
Sunway Treasury Sukuk Sdn Berhad 06/22 AA- 4,718 10 4.801 15/02/2016 -8 124
Southern Power Generation Sdn Berhad 04/31 AA- 5.161 10 5.179 15/01/2018 -2 72
Southern Power Generation Sdn Berhad 10/31 AA- 5.198 10 5.264 08/01/2018 -7 76
Southern Power Generation Sdn Berhad 10/33 AA- 5.350 1 5.349 24/01/2018 0 91
Special Power Vehicle Berhad 11/18 Al 4.224 6 5.259 10/10/2016 -104 104

280

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

The proposed merger between Telekom Malaysia Bhd (TM) and Axiata Group Bhd
“makes sense”, but it is still up to the shareholders to make the final decision, said Celcom Axiata
Bhd CEO Michael Kuehner. He said both TM and Celcom were telco giants which run extremely
big networks in the country.“This need to be maintained, and | can imagine a lot of synergy could
come out of a merger,” he told reporters after signing a Memorandum of Understanding (MoU)
on behalf of Celcom Axiata with Malaysia Airlines Bhd CEO Izham Ismail here, today. Celcom
Axiata is owned by Axiata Group. Rumours about a merger between TM and Axiata surfaced
since last year after both companies demerged in 2008. Kuehner, however, said it was difficult
to ascertain the outcome of the rumours.“My experience is, not everything that makes sense will
always happen. It is difficult to predict and it is up to the shareholders to decide,” he said. Asked
if new market player Yoodo, which would enter the Malaysian market by end of this month,
would post a stiff competition to Celcom, Kuehner said he did not not think so. Instead, he said
it could make the industry more competitive and offer more choices to the customers. On the
outlook, he said the industry would remain flattish next year as telco companies registered lower
revenue for the past three years.“Maybe we will see a little stabilisation in revenue growth next
year,” he said. Currently, Celcom has 11 million subscribers, of which two-thirds are prepaid
customers and the rest postpaid customers. On the MoU signed today, the long-term deal aims
at enhancing digital lifestyle for travellers. The benefits include easier ways to earn and spend
MAB'’s Enrich miles, flight discounts for all Celcom consumers from Feb 1, 2018, and attractive
roaming plans. ( Source: The Star )

Malaysia’s bond market, which has yet to recover from the knee-jerk outflow that occurred last
year following Bank Negara Malaysia’s move to curb offshore ringgit trading, is set to experience
pressure from the outflow of foreign investors this year, according to RAM Rating Services Bhd.
External global developments will be the driver of this outflow, it said in a statement yesterday,
such as the relative pace and timing of future monetary policy tightening by the US Federal
Reserve. “The market remains vulnerable to geopolitical risk, a major driver of market
uncertainties in 2018,” RAM cautioned. But the brighter outlook for the ringgit — which has so
far maintained its uptrend against the greenback in January, having appreciated more than 3%
since end-December 2017 — may offer some support to foreign investments, it added. In 2017,
Malaysian bonds posted a net foreign outflow of RM8 billion, as opposed to a net inflow of
RM825 million in 2016, RAM’s statement noted. The bulk of the outflow occurred in the first
quarter of last year, after Bank Negara Malaysia (BNM) curbed offshore ringgit trading in
November 2016, which resulted in foreign investors winding down their positions in the
Malaysian bond market by RM37.4 billion. “Although the trend reversed in the second quarter
of 2017, after the announcement of BNM’s liberalisation initiatives on currency and interest-rate
hedging mechanisms onshore, the cumulative inflow of RM29.4 billion in the last three quarters
could not compensate for the excessive knee-jerk reaction at the start of the year,” RAM noted.
Last year was also the year when Malaysia’s gross corporate bond issuance hit a record high
of RM124.9 billion, supported by double-digit year-on-year growth in the quasi-government and
private subsegments. The last time gross issuance reached such a level was in 2012, at
RM121.1 billion, said RAM. RAM said the 2017 full-year figure surpassed its expectation of
RM105 bhillion to RM115 billion, as the quasi-government and private subsegments posted
strong growth rates of 46.1% and 45.6% respectively. This year, the bond market is expected
to “remain robust” with RM90 billion to RM100 billion of gross corporate bond issuance, RAM
said. ( Source: The Edge, RAM Rating )
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Rating Actions

Issuer

PETRONAS Dagangan
Berhad (PDB)

MMC Corporation Berhad
(MMC)

Source: RAM Ratings; MARC

PDS Description Rating/Outlook Action
Islamic Commercial Papers (ICP) and Islamic MARC-1-IS Affirmed
Medium-Term Notes (IMTN) Programme of up to AAA-IS

RM2.0 billion)

RML1.5 billion Sukuk Murabahah Programme AA-IS Affirmed
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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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