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Fixed Income Daily Market Snapshot

US Treasuries

e US Treasuries ended weak on Thursday after the US and China
said they would engage in trade talks next month in
Washington. The vyield curve moved higher also due to a
combination of a steep sell-off in European bond markets,
anticipated upbeat US economic data (that included President
Trump’s tweet that mentioned “really good job numbers” and
bigger-than-forecast increase in August ISM services); and
finally a ramp-up in corporate issuances. Overall benchmark
yields rose between 8-11bps with the UST 2Y gapping up
10bps at 1.53% whilst the much-watched 10Y closed 9bps
higher at 1.56% levels. Thursday’s rout in both Bunds and
UST'’s coincided with a a rally in HY debt in EM’s. Meanwhile
the Labor Department is scheduled to release the more closely-
watched August NFP jobs report today which includes both
public and private sector jobs.

MGS/GII

Trading momentum for local govvies improved as secondary
market volume rose to RM3.23b with main interest seen in the
off-the-run 19’s, 22’s and benchmark 3-7Y GIl bonds. Overall
benchmark MGS vyields closed mostly higher between 0-5bps
across the curve with the longer end 2038-2039 maturities
facing the brunt of some selling. Both the 5Y benchmark MGS
6/24 and the 10Y MGS 8/29 closed within 1bps at 3.22% and
3.29% respectively. Gll bonds rose to form ~49% of overall
trades. Meanwhile, it remains to be seen if China’s inclusion in

the FTSE Russell’'s WGBI index would necessitate a reduction
in Malysia weightage or exclusion entirely on separate issues.
Separately, Asian CDS curves are seen flattening as their
sovereigns are deemed sensitive to the US-China trade war;
evidenced by the high correlation between China’s 5Y CDS and
that of Malaysia, Phillipines and Indonesia.

Corp Bonds/Sukuk

Corporate Bonds/Sukuk saw improved traction as secondary
market volume doubled to RM576m. The long-end Govt-
guaranteed DANA 2/38 and 5/41 closed 1-7bps lower
compared to previous-done levels at 3.68-75% levels whereas
PTPTN saw its 2021 and 2023 tranches dominate volume..
AAA-rated MANJUNG 11/31 closed uchanged at 3.64% whilst
the AA-space saw PKNS 22-23’s close sharply lower on yields
abetween 3.72-80%. Highway operator KESTURI 12/26 and
12/27 saw yields decline by 36bps and 2bps respectively at
3.99% and 4.03% each. The banking space saw Bank Islam
28NC23 edge 1bps lower at 3.77% whilst both AmBank and
AMislamic 28NC23 closed at 3.90% and 3.92% each.
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Daily Trades : Government Bond
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Daily Trades : Corp Bonds/ Sukuk

Securities Rating Closing Vol Previous Previous Spread

YTM (RM mil) YTM Trade Date Against

(dd/mml/yyyy) MGS*
Perbadanan Tabung Pendidikan Tinggi Nasional 03/21 GG 3.308 35 3.901 31/01/2019 -59 21
Perbadanan Tabung Pendidikan Tinggi Nasional 07/23 GG 3.301 100 4.031 11/02/2019 -73 11
Jambatan Kedua Sdn Berhad 05/30 GG 3.479 5 3.499 21/08/2019 -2 18
Danalnfra Nasional Berhad 02/38 GG 3.679 20 3.744 28/08/2019 -7 10
Danalnfra Nasional Berhad 05/41 GG 3.750 10 3.761 22/08/2019 -1 17
Pengurusan Air SPV Berhad 11/21 AAA 3.338 20 4.413 25/06/2018 -108 24
Bakun Hydro Power Generation Sdn Berhad (fka ~ 08/29 AAA 3.578 10 3.689 20/08/2019 -11 28
Manjung Island Energy Berhad 11/31 AAA 3.639 10 3.640 30/08/2019 0 34
TNB Northern Energy Berhad 05/32 AAA 3.720 10 3.920 08/08/2019 -20 22
YTL Power International Berhad 10/24 AAL 3.726 10 4.038 01/08/2019 -31 50
Krung Thai Bank Public Company Limited 07/25 AA2 3.996 5 3.495 16/08/2019 50 75

Hong Leong Bank Berhad 09/39 AA2 - 10 4.401 09/07/2019 - -
Fortune Premiere Sdn Berhad 09/23 AA 3.710 2 3.785 23/08/2019 -8 52
Gamuda Berhad 03/20 AA3 3.570 40 3.665 09/08/2019 -10 51
Gamuda Berhad 04/21 AA3 3.692 80 3.852 09/08/2019 -16 60
Perbadanan Kemajuan Negeri Selangor 04/22 AA3 3.715 10 4.538 30/04/2019 -82 60
Perbadanan Kemajuan Negeri Selangor 12/22 AA3 3.747 20 4.146 16/07/2019 -40 63
Perbadanan Kemajuan Negeri Selangor 10/23 AA3 3.799 30 4.980 30/10/2018 -118 61
Edra Energy Sdn Berhad 07/25 AA3 4.169 15 4.288 19/08/2019 -12 92
MMC Corporation Berhad 11/25 AA- 4.684 30 4.932 11/07/2019 -25 143
Mumtaz Rakyat Sukuk Berhad 06/26 AA3 3.859 2 4.934 04/09/2019 -108 61
AmBank (M) Berhad 03/28 AA3 3.897 10 4.614 15/08/2019 =72 59
AmBank Islamic Berhad 10/28 AA3 3.923 30 4.576 23/04/2019 -65 61
WCT Holdings Berhad 10/23 AA- 4.478 10 4.927 20/08/2019 -45 129
Konsortium Lebuhraya Utara-Timur (KL) Sdn Ber ~ 12/26 AA- 3.986 20 4.348 28/06/2019 -36 74
Konsortium Lebuhraya Utara-Timur (KL) Sdn Ber ~ 12/27 AA- 4.029 10 4.051 29/08/2019 -2 73
Bank Islam Malaysia Berhad 11/28 Al 3.772 20 3.777 29/08/2019 -1 46
Eco World Capital Assets Berhad 08/24 - 6.099 2 6.099 04/09/2019 0 -
576

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

Market/Corporate News: What’s Brewing

ETIQA, the insurance and takaful arm of Malayan Banking Bhd (Maybank), is
strengthening its regional foothold by expanding its product offerings in
Indonesia, the Philippines and Cambodia. These three countries will be key growth
markets for Etiga in the coming years, says its chief strategy officer Chris Eng Poh
Yoon. “The strong success we have seen over the last two years has been in the
Philippines, and to some degree in Indonesia, where we have consolidated our
position. We are also looking to start operations in Cambodia. “We are still in the
process of getting our licence in Cambodia, which we hope to secure in the next
couple of months,” he tells The Edge in a recent interview. The group’s foray into
Cambodia’s insurance market will make it the second Malaysian insurer to do so after
Lonpac Insurance Bhd, the wholly-owned insurance subsidiary of LPI Capital Bhd.
“We believe that when we secure our licence in Cambodia, we will be able to scale up
quite quickly, leveraging Maybank, which has already established itself as one of the
top banking groups there. Maybank has been in Cambodia for 25 years, with 21
branches in the country.” The Cambodian insurance industry saw a nearly 30%
increase in total gross premium last year, up from US$151.6 million in 2017, to
US$196.4 million, according to data from the Insurance Association of Cambodia. The
growth was driven by a 15% rise in total gross premium for general insurance and a
50.6% increase in total gross premium for life insurance. There were 12 general
insurance companies and eight life insurance companies operating in the country last
year. “Insurance penetration in Cambodia is still low, but most of the country’s wealthy
are concentrated in its capital Phnom Penh, which will be our target market,’says
Eng. “At the same time, we want to be among the first to provide online insurance
[products] there.” Life insurance penetration is also low in Indonesia and the
Philippines. The Jakarta Post reported that only 1.7% of Indonesia’s 265 million
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population have some form of insurance. In the Philippines, the penetration rate stood
at 1.67% as at end-2018, compared with 1.64% in 2017, according to data from the
Philippines Insurance Commission. “l think the general insurance market is
competitive in Indonesia, but life penetration is still low. Our focus in Indonesia is
growing our online [general insurance] business, while in the Philippines and
Cambodia, we are focused on the bancassurance angle (selling life assurance and
other insurance products and services through the banks) whereby we leverage
Maybank. Subsequent to that, we will look into online insurance in these two
countries,” says Eng. Etiga also has a presence in Singapore where it has been
seeing double-digit growth in its life insurance business. The group is looking to
maintain this, given that the insurance market in the city state is at a mature stage.
“From the general insurance side of things, we have been in Singapore for many
years, but around four years ago, we decided to venture into the life insurance space,
where we have seen double-digit growth [year on year]. “We are currently ranked
eighth in Singapore for life insurance, while we are ranked No 21 in the general
insurance space due to stiff competition. Our target there is to be among the leading
foreign bancassurance providers,” says Eng. On which other countries Etiga could be
looking at to expand, Eng says, “We would be interested to explore Myanmar as it is a
sizeable market of 50 million people, but probably in another two to three years, once
we have grown our presence in Indonesia, the Philippines and Cambodia,” he says.
Nevertheless, a regional expansion strategy comes with its own set of challenges. “In
Indonesia, for example, there is a lot more emphasis on having local ownership, so
foreign participation is capped at a maximum of 80% for foreign insurers. There is
also a need to have local commissioners on the board, and there is strong
encouragement to appoint a local CEO. But this is understandable... just like in
Malaysia in the past, foreign shareholding of insurance companies was capped at
70%,” Eng explains. “In the Philippines, there is a strong emphasis on branding, thus,
we need to spend a bit of marketing dollars to grow our presence there. In Cambodia,
the challenge is staffing as there is a shortage of experienced personnel. It is also a
dollarised economy, so staff costs are not cheap.” Etiga derives 90% of its revenue
from Malaysia. Even so, Eng believes there is still room for its Malaysian business to
grow. “Fire insurance is still fairly underpenetrated in Malaysia, as well as life and
family takaful. Unfavourable market conditions have also resulted in a slowdown in
sales of investment-linked products. “However, in terms of traditional protection and
savings products, those are still doing well in Malaysia, so there are still opportunities
for growth here,” he says. Etiga is the largest online insurer in Malaysia, accounting
for 6 out of 10 insurance policies sold online, primarily general insurance products
such as motor insurance, travel insurance and fire insurance. Last year, there were
reports that Maybank could potentially spin off and list Etiga on Bursa Malaysia. On
this, Eng says, “We are always open to various options that can add value to the
company, and the shareholders will deliberate and evaluate these options.” For its
financial year ended Dec 31, 2018, gross premium increased after the insurer’s life
insurance and family takaful business grew 16% to RM4.3 billion while the general
insurance and takaful segment expanded 17% to RM2.9 billion.. (Source: The Edge)

Power Root Bhd plans to sell more of its rainforest herbs-infused coffee in
China, as it sees a rebound in earnings this year. The company will sell its
products online focusing on suppliers, flagship and specialty stores in the world’s
second-largest economy, Managing Director Wong Tak Keong said in an interview.
Euromonitor projects the ready-to-drink coffee market there hitting US$1.47 billion by
2023. Lotte Chemical Titan Holding Bhd (LCTitan) said its US-based joint
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venture (JV) company Lotte Chemical USA Corp's (LC USA) ethane cracker and
monoethylene glycol (MEG) plants had started commercial operations in
August 2019 on an integrated basis. LC USA is a 40:60 JV between LCTitan and
Lotte Chemical Corp. Dagang NeXchange Bhd (DNeX) hopes the Government will
roll out more projects related to technology in the upcoming Budget 2020.
Executive deputy chairman Datuk Samsul Husin said this particularly referred to
projects which the DNeX team had the capability to complete and is ready to take on.
He said, for example, the projects can be related to blockchain and artificial
intelligence. Hence, Samsul said, DneX was preparing its employees to embrace and
adopt the Fourth Industrial Revolution in order to be well-positioned for the future.
French insurer AXA SA and Affin Bank Bhd are exploring options, including a
potential sale of their life and general insurance business in Malaysia, that
could fetch about US$650 million, according to people with knowledge of the
matter. Affin Bank and AXA are working with advisers on the potential deal. The
financial firms are seeking around US$500 million on AXA Affin General Insurance
Bhd, while they are looking to raise as much as US$150 million from AXA Affin Life
Insurance Bhd in a transaction. Affin and AXA could be joining owners of AmGeneral
Insurance Bhd, as well as other foreign players including Prudential Plc and Zurich
Insurance Group AG, in seeking to pare stakes in their Malaysian units, after the
Government decided to start enforcing ownership cap more strictly. Suria Capital
Holdings Bhd, owner of Sabah Ports Sdn Bhd, has appealed to the Sabah State
Government to increase cargo tariffs by 15% to 20% at its seven ports in the
State. Its chief financial officer Noorida Baharuddin said the company submitted the
application to the State Government last month and hopes it would consider the
matter. The external auditors of APFT Bhd have expressed doubts over the
flight training company’s ability to continue as a going concern as they are
unable to issue an opinion on the group’s financial statements for the period
Feb 1, 2018 to April 30, 2019. The auditor Messrs PKF for the Practice Note 17
(PN17) company said: “As of April 30, 2019, the group’s and the company's current
liabilities exceeded their current assets by RM10,159,991 and RMS8,135,499
respectively and registered a shareholders’ deficit of the group and the company of
RM3,723,146 and RM2,823,191. These conditions indicate that material uncertainty
exists that may cast significant doubt on the Group’s and Company’s ability to
continue as going concern.” PKF added that the group’s ability to continue as a going
concern is dependent on the timing and successful formulation and implementation of
its regularisation plan, as well as it [APFT] achieving sustainable and viable
operations. In addition, the auditor said it was unable to satisfy itself over the group’s
opening balances as of Feb 1, 2018 of RM5.93 million. Priceworth International
Bhd slipped into the red for the fourth quarter ended June 30, 2019 due to
temporary interruptions in its logging operations and the impairment on
goodwill. The group said it posted a net loss of RM90.41 million for the quarter
compared to a RM3.54 million net profit in the corresponding quarter last year.
Revenue for the quarter declined 66.4% to RM14.45 million from RM42.99 million
previously. For the full financial year, Priceworth posted a net loss of RM143.98
million, compared to a net profit of RM13.84 million in the previous year. Full-year
revenue also dropped 80.61% to RM33.62 million from RM173.37 million previously.
A Memorandum of Agreement between ailing China-based sports shoe manufacturer
Maxwell International Holdings Bhd and three shoe players aimed at getting the
former back to financial health has been terminated. The Practice Note 17 company
said its MoA with Mohd Faizol Abdul Karim, NTH Global Sdn Bhd and Opera
Marketing Sdn Bhd to explore ways of bringing the company back into the black had
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been terminated, but did not provide reasons for the termination. (Source: The Edge)

Rating Action

Issuer

Bina Darulaman
Berhad

Cagamas Berhad

Source: RAM, MARC

PDS Description

RM2100.0 million Islamic Commercial Papers
(ICP) Programme

Conventional and Islamic Commercial Papers
(CP/ICP) programmes with a combined
aggregate limit of RM20.0 billion

Conventional and Islamic Medium-Term Notes
(MTN/IMTN) programmes of up to RM60.0
billion

Rating/Outlook Action
MARC-2-I1S Affirmed
MARC-1/ MARC-1-IS Affirmed
AAA [ AAAIS 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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