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Global Markets Research

Fixed Income Daily Market Snapshot

US Treasuries
e US Treasuries advanced taking cue from Bunds following

usT Draghi’s conference with gains led by the long-end as the curve
Tenure Closing (%) Chg (bps) flattened. Overall benchmark yields ended 1-4bps lower. The 2Y
Zyrust 247 -1 (most sensitive to interest rate outlook) edged 1bps lower at
z_y;r“j; 29881 j 2.47% whilst the much-watched 10Y fell 4bps to 2.98%. The
3047 UST . 9 $29b 7Y auction averaged 2.952%; the highest since 2010 at a

BTC of 2.56x; denoting good demand compared to the average

of 2.48x for the previous six sales. Nevertheless market

participants are expecting Treasury to further ramp up supply

Tenure Closing (%) Chg (bps) Closing (%) Chg (bps)
3y 379 2 384 8 next week in order to fund the tax changes and new budget. This
Sy 389 1 3% 1 in turn may put pressure on yields going forward also taking into
4 40 8 4B B account the Fed’s ongoing shrinkage of its $4.4 trillion balance
10-yr 421 4 4.28 0

sheet.
5-yr 4.69 4 4.75 0
20-yr 4.75 13 4.86 0
30-yr 4.89 -1 492 0
*Market indicative
MGS/GII

e Trading volume in local Govvies was maintained at RM2.92b as

both MGS and GlI bonds continued to weaken across the curve.

IRS Closing (%) Chg (bps)

1yr 377 1 Overall benchmark yields were 1-4bps higher save for odd-lot
3y 385 0 trades on the long-ends. The benchmark 7Y MGS 3/25 closed
ey 393 0 3bps higher at 4.07% whilst the 10Y MGS 11/27 jumped 4bps to
;”; :'Zz 2 4.21% compared to previous-done levels. The higher net supply

of gowvies coupled with the slightly weaker ringgit may cause

Source :Bloomberg
investors to remain subdued for now.

Upcoming Government Bond Tenders Corp Bonds/Sukuk

RM4.0 billion of 10.5Y GII 10/28 on Friday, 27 e Corporate Bonds saw market volume actually lower @ RM281m;

April stripping off debut issuances of MKD Kenchana and unrated
Jaya Persada bonds. Govt-guaranteed PLUS 12/38 rose a
massive 42 bps to 5.11% compared to previous-done levels ( last
seen in September, 2016). AAA-rated TELEKOM 9/27 and
TENAGA 8/37 closed higher on yields at 4.65% and 5.10%
respectively. AA-rated infra-related bonds; EDRA Energy saw a
slew of 2023, 2028 and 2032 tranches traded 0-5bps higher
between 5.25-90% levels. Selective trades are expected as
investors seek value in current volatile market conditions.
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Daily Trades : Government Bonds
Securities Closing Vol Previous Previous

YTM (RM mil) YTM Trade Date
(dd/mmlyyyy)
25/04/2018
MGS 03/19 3.486 90 3.409 25/04/2018 8
MGS 07/19 3.615 30 3.606 25/04/2018 1
MGS 10/19 3.589 30 3.585 25/04/2018 0
MGS 11/19 3.667 129 3.592 25/04/2018 7
MGS 03/20 3.599 10 3.681 25/04/2018 -8
MGS 10/20 3.723 28 3.744 25/04/2018 -2
MGS 02/21 3.828 137 3.819 25/04/2018 1
MGS 07/21 3.844 50 3.799 25/04/2018 4
MGS 09/21 3.827 138 3.843 25/04/2018 -2
MGS 11/21 3.785 110 3.769 25/04/2018 2
MGS 03/22 3.888 51 3.887 25/04/2018 0
MGS 08/22 3.966 184 3.965 25/04/2018 0
MGS 09/22 3.974 170 3.914 24/04/2018 6
MGS 03/23 4.022 31 4.049 25/04/2018 -3
MGS 04/23 3.891 71 3.877 25/04/2018 1
MGS 08/23 4.032 8 3.989 25/04/2018 4
MGS 07/24 4.083 47 4.015 24/04/2018 7
MGS 09/24 4.067 2 4.041 25/04/2018 3
MGS 03/25 4.097 154 4.092 25/04/2018 1
MGS 09/25 4.193 104 4.193 25/04/2018 0
MGS 11/26 4.165 10 4.207 25/04/2018 -4
MGS 03/27 4.253 1 4.198 24/04/2018 5
MGS 05/27 4.376 5 4.181 23/04/2018 20
MGS 11/27 4.213 141 4171 25/04/2018 4
MGS 09/28 4.313 1 4.138 02/04/2018 18
MGS 04/30 4.553 9 4.577 25/04/2018 -2
MGS 06/31 4.588 50 4.547 25/04/2018 4
MGS 04/33 4.692 130 4.648 25/04/2018 4
MGS 04/37 4.747 11 4.614 19/04/2018 13
GlI 08/18 3.455 320 3.349 18/04/2018 11
Gll 04/20 3.760 80 3.760 25/04/2018 0
Gll 08/21 3.832 8 3.774 05/04/2018 6
Gll 04/22 3.926 130 3.920 25/04/2018 1
Gll 07/23 4.065 6 3.992 20/04/2018 7
Gl 08/24 4.126 20 4.099 24/04/2018 3
Gl 08/25 4.175 100 4.095 24/04/2018 8
Gl 06/33 4.752 5 4.742 25/04/2018 1
Gll 10/35 4.885 2 4.714 12/04/2018 17
2923

Daily Trades: Corp Bonds / Sukuk

SEES Maturit  Rating Closing Vol Previous Chg Spread

y Previous
(dd/m (RM mil) YTM Trade Date ((c]9)] Against
mlyyyy (dd/mmlyyyy) MGS*

MKD Kenchana Sdn Bhd -

Projek Lebuhraya Usahasama Berhad 12/38 GG 5.109 15 4.690 07/09/2016 42 36
Putrajaya Holdings Sdn Berhad 09/20 AAA 4.245 10 4.119 07/03/2018 13 62
Telekom Malaysia Berhad 09/27 AAA 4.649 10 4578 03/04/2018 7 49
Projek Lebuhraya Usahasama Berhad 01/32 AAA 4.961 5 4.869 13/04/2018 9 31
Danga Capital Berhad 09/33 AAA 5.031 15 5.030 24/04/2018 0 38
Tenaga Nasional Berhad 08/37 AAA 5.100 15 5.091 20/04/2018 1 35
Sabah Credit Corporation 12/21 AA1 4.714 40 4.613 06/10/2017 10 88
Malayan Banking Berhad 01/24 AAL 4.499 4 4.890 20/04/2018 -39 50
Public Islamic Bank Berhad 06/24 AAL 4.406 15 4.324 15/03/2018 8 41
Hong Leong Bank Berhad 09/39 AA2 5.280 1 4.535 05/03/2018 75 53
CIMB Group Holdings Berhad 12/25 AA 5.180 1 5.151 13/04/2018 3 105
Edra Energy Sdn Berhad 01/23 AA3 5.251 5 5.198 11/04/2018 5 137
Edra Energy Sdn Berhad 07/23 AA3 5.279 10 5.277 25/04/2018 0 140
UITM Solar Power Sdn Bhd 04/25 AA3 5.400 5 - - - -
Edra Energy Sdn Berhad 01/28 AA3 5.581 10 5.531 07/02/2018 5 140
Edra Energy Sdn Berhad 07/32 AA3 5.909 5 5.880 10/04/2018 3 125
Southern Power Generation Sdn Berhad 04/29 AA- 4.978 10 4.974 07/02/2018 0 79
MEX Il Sdn Berhad 04/33 AA- 5.539 5 5.457 01/03/2018 8 88
Lebuhraya DUKE Fasa 3 Sdn Berhad 08/35 AA- 5.348 1 5.262 24/01/2018 9 69
UMW Holdings Berhad 04/18 Al 6.105 1 6.179 24/04/2018 -7 136
Alliance Bank Malaysia Berhad 10/25 A2 4.960 1 4.956 23/04/2018 0 83
MEX Il Sdn Berhad 04/29 AA- 5.221 5 5.137 24/01/2018 8 104
Jaya Persada Sdn Bhd 04/30 NR 6.800 25 - - - -
Jaya Persada Sdn Bhd 04/31 NR 6.900 25 - - - -
Eco World International Bhd 04/23 NR 6.296 93 - - - -
Jaya Persada Sdn Bhd 07/32 NR 7.000 30 - - - -

571

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

The establishment of new policies and proper management of the cost of living are vital to
ensure economic sustainability, according to Universiti Kebangsaan Malaysia vice-
chancellor Professor Tan Sri Noor Azlan Ghazali. Noor Azlan, who is also head of the economics
and management cluster at the National Council of Professors Malaysia, said that the three areas of
focus were housing, transportation and food. “There should be a dedicated team established to
tackle these issues and look at increasing the income opportunities of the people. “Some of the
recommendations include increasing the nation’s productivity, modernising the agricultural sector,
as well as monitoring the supply chain to weed out monopolistic behaviour and collusion,” he told a
media briefing here on the national economy and challenges in conjunction with the coming general
election. On the other hand, Noor Azlan noted that the overall fiscal management of Malaysia was
good, and the Government’s current debt levels were manageable. He said fiscal deficit was not an
absolute marker of a well-managed nation. Instead, it was more important to know what the deficit
was for and if the country had the ability to pay off its debts. It was not necessary to have a fiscal
surplus, but rather, a well-managed fiscal deficit that resulted in a progressing nation. In 2016, the
gross domestic product (GDP) of Malaysia was RM1,230bil, while total government debt was at
RM648bil. Over the years, Malaysia’s GDP has grown at a higher rate compared with total debt, and
the percentage of debt service payments is on a downward trend. In 2017, the percentage of debt
service payment was at 4.2% compared with 7.2% in 2000. On the goods and services tax (GST),
Noor Azlan said that the abolition of the GST would not result in the lower prices of goods. “High
cost of living is a structural issue that comes in tandem with urbanisation. It is not cause by policies
and the GST, and definitely not because of mismanagement of the economy,” he said. (Source: The
Star)

Telekom Malaysia Bhd (TM) is allocating between 25% and 30% of its revenue for capital
expenditure (capex) this year, which will primarily be spent on its fiberisation efforts, as well
as to expand its mobile business. Group chief financial officer Nor Fadhilah Mohd Ali said the
group spent RM2.76 billion on capex last year, which represented 22.8% of its revenue, and
anticipates 2018’s capex to be higher owing to an increase in revenue. “We expect 3%-4% growth
in revenue for this year, driven by the convergence of all our services,” she told a press conference
after TM’s annual general meeting yesterday. On its fiberisation plans, Nor Fadhilah said TM will
continue to invest in fibre-optic fittings such as the high-speed broadband (HSBB) and suburban
broadband projects to deliver end-to-end connectivity to a wider population. The group will also
remain invested in infrastructure to expand its LTE coverage and improve HSBB connectivity. The
commitment to infrastructure, Nor Fahilah said, is to give customers a better convergent experience
on all of its services. TM is in the midst of a two-year strategic plan to consolidate all its services
including HSBB, TV and mobile under one brand, UniFi. TM managing director and group chief
executive officer Datuk Seri Mohammed Shazalli Ramly said the group is focusing on being a full
convergent telecommunications service provider and that the convergence of services was initiated
to increase its average revenue per customer by capitalising on household customers already
secured, and cross-selling its other services. “We made a very big decision in the second half of
2017 to consolidate, positioning away from being a standalone play for all our respective brands
inclusive of mobile UniFi, WiFi, home broadband and video. We have spent the last six months
building up on that capability,” he said. Most standalone mobile services have declining average
revenue per user, he observed, adding that TM is trying to avoid the trend. As TM has 2.3 million
subscribers to its home broadband under UniFi and Streamyx, Shazalli said the group aims to have
at least 50% of its household customers subscribe to at least three of its services. “TM is positioned
to deliver that (service consolidation) largely because we have all the capabilities now,” he said,
adding that a well-executed programme would reinforce TM’s upper hand over its competitors. “This
dynamic transformational change will be the precursor of the new TM in the next few months,” he
added. Shazalli noted that TM’s consolidation programme would also entail a unified approach in
the company’s marketing and advertising of all its services. TM’s net profit surged 19.8% year-on-
year to RM929.75 million last year, while revenue grew marginally to RM12.09 billion from RM12.06
billion.. (Source: The Edge)
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Rating Actions

Issuer

Public Bank Berhad

Al-‘Aqgar Capital Sdn Bhd

UEM Edgenta Berhad

Source: RAM Ratings; MARC

PDS Description

Proposed RM10 billion Additional Tier-1 Capital
Securities Programme (AT-1 Programme).

RM575 million Issue 2 Sukuk ljarah (Issue 2) under
its RM1 billion Islamic Medium Term Notes
Programme

Class A Sukuk ljarah

Class B Sukuk ljarah

Class C Sukuk ljarah

Islamic Commercial Papers (ICP) and Islamic

Medium-Term Notes (IMTN) under its Sukuk
Murabahah programme of up to RM1.0 billion

Rating/Outlook
AA3/Stable

AAA
AA2
Unrated

MARC-1-IS / AA-IS

Action

Assigned

Assigned
Assigned
Assigned

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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