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usT US Treasuries
Tenure Closing (%) Chg (bps) e The US Treasuries gained as the curve shifted lower last Friday
2-yr UST 1.89 b -4 on continued risk-off mode as investors sought safety in
5-yr UST 1.86 I -3 sovereign debt. Purported news of an aversion on global trade
10-yr UST 2.08 I -4 tensions with Mexico helped pare gains in UST. Overall
30-yr UST 2.57 g 4 benchmark yields ended 3-4bps lower with the UST 2Y at
1.89% and the much-watched 10Y closing 4bps lower at 2.08%.
MGS GII* Meanwhile the bond traders seem to have firmed up their view
- Closing of an interest rate cut in response to weakening growth outlook
Tenure  Closing (%) Chg (bps) %) Chg (bps) and elevated trade tensions which has manisfeted itself into
3-yr 333 4 341 i o weaker May jobs data last Friday. The fed fund futures have
5-yr 3.45 1 353 ' -4 now priced in a full 25bps interest rate cut by July and ~70bps
7-yr 3.61 2 3.65 E 1 of easing by end of this year.
10-yr 3.67 -6 374 E -3
15-yr 3.97 5 414 oo MGS/GII
20-yr 4.20 0 4.24 I -4 e Trading momentum in local govvies eased as secondary
30-yr 4.48 -1 455 0

market volume notched a mere RM2.81b due to low staffing-
levels arising from the Aidil Fitri festival break. Benchmark
yields ended mostly 0-6bps lower again last Friday with interest

MYRIRS Levels mainly seen in both the shorter off-the-run 21-23's and

* Market indicative levels

IRS Closing (%) Chg (bps) benchmark 3Y bonds. The benchmark 5Y MGS 4/23 edged
1-yr 3.40 0 1bps lower at 3.45% whilst the 10Y MGS 8/29 closed sharply
3-yr 3.42 1 lower by 6bps at 3.67% on odd-lot trade. Gll bond trades
5-yr 3.48 1 dropped to form 29% of overall trades. Meanwhile the local debt
7-yr 3.55 1 market is still resilient amid decent macro fundamentals despite
10-yr 3.72 1 recent looming dark clouds by US to include Malaysia in its
Source : Bloomberg currency manipulator watchlist (which is seen as a mere wider

protectionist push) and FTSE Rusell's possible review of
govvies participation in the World Government Bond Index in
September. Up next on the data front are the industrial

Upcoming Government Bond Tender production and manufacturing sales numbers out tomorrow.

Nil Corp Bonds/Sukuk

e Corporate Bonds/Sukuk space also saw muted interest as
secondary volume notched a mere RM181m with some interest
in GG and AAA-part of the curve. Both the Govt-guaranteed
DANA and PRASA 29'’s rallied 5bps at 3.97% levels. Meanwhile
the AAA-rated DANGA 4/20 notched RM40m in nominal
amounts; closing 7bps lower at 3.69% whilst MERCEDEZ 5/22
saw its maiden trade at 4.01%. The banking space saw very
little interest with RHB Investment Bank 27NC22 and Sabah
Development Bank 4/24 notching odd-lot trades.
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Daily Trades : Government Bond
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Daily Trades : Corp Bonds/ Sukuk

Securities Rating Closing Vol Previous Previous Chg Spread
YTM (RM mil) YTM Trade Date (bp) Against
(dd/mm/yyyy) MGS*
Khazanah Nasional Berhad 06/22 GG 3.543 40 3.677 27/05/2019 -13 20
Danalnfra Nasional Berhad 02/29 GG 3.969 20 4.021 24/05/2019 -5 27
Prasarana Malaysia Berhad 09/29 GG 3.969 20 4.020 09/05/2019 -5 27
Danga Capital Berhad 04/20 AAA 3.686 40 3.752 24/05/2019 -7 48
Mercedes-Benz Senices Malaysia Sdn Berhad 05/22 AAA 4.012 10 - - - 66
YTL Power International Berhad 05/27 AAl 4.439 10 4.459 31/05/2019 -2 76
Segi Astana Sdn Berhad 01/24 AA- 5.081 1 - - - 160
Southern Power Generation Sdn Berhad 04/31 AA- 4.191 10 4.329 30/04/2019 -14 49
Southern Power Generation Sdn Berhad 04/32 AA- 4.318 10 4.319 27/05/2019 0 32
Tadau Energy Sdn Berhad 07/27 AA3 4.808 6 5.420 28/08/2017 -61 113
Edra Energy Sdn Berhad 07/33 AA3 5.139 4 5.400 24/05/2019 -26 114
CIMB Group Holdings Berhad 05/16 Al 4.225 1 4.223 04/06/2019 0 2
Great Realty Sdn Berhad 05/23 AAA 4.937 10 5.178 13/03/2019 -24 150
181

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

Market/Corporate News: What’s Brewing

The recently-concluded reporting season of listed Malaysian corporates has been
nothing short of lacklustre, as The Edge Malaysia finds that only 440, or just close
to half of the 883 companies on Bursa Malaysia, had reported improvement in their
recent quarterly earnings. However, it should be noted that this is a slightly better
showing than the same period in 2018, in which only 397, or 45.5% out of 872 Malaysian
corporates had recorded improvement in their earnings. The improvement recorded is in
spite of corporates grappling with a slowing global economy, escalating trade tensions
from the China-US trade war and closer to home, a new Government in power. Sector-
wise, those that recorded more notable improvements in the quarter were the automotive,
energy and consumer sectors. As for the banks, more than half had reported
improvement in earnings. (Source: The EdgeMarkets)

The old Terminal 2 in Subang, Selangor, which was once part of Subang
International Airport, will be torn down to make way for the regeneration of Sultan
Abdul Aziz Shah Airport. Randhill Singh, general manager of land development at
Malaysia Airports Holdings Bhd (MAHB), says the decision to demolish the ageing
terminal building was made after it was deemed unsafe by the airport operator’s
engineering team. He adds that the area will be cordoned off within the next two months
to allow the demolition team to tear down the structure. The terminal building has been
vacant since November 2009, when MAHB moved its corporate headquarters to Sepang.
What happens next with Terminal 2 will depend on a master plan for the airport. In March,
MAHB had called a tender for airport planners to master plan and design the
redevelopment of 1,200 acres of land surrounding Subang Airport into “the preferred city
airport in Asia-Pacific”. escribing the response as “overwhelming”, Randhill says about
50 local and international consultants attended the tender briefing and the last date for
submitting their bids was May 13. “The selected master planner will draw up a master
plan, which will probably take about six months to complete, and then we will have a
clear idea what will happen to the site of Terminal 2 and how are we going to expand
Terminal 3 (now known as Skypark Terminal). Our initial plan was to demolish Terminal
2 and turn the site into aircraft parking bays. The outcome now will depend on the master
plan,” he tells The Edge in an interview. Under its regeneration initiative for Subang
Airport, MAHB envisions a modern airport with a high rate of technology that also offers
convenience to passengers. “As Subang Airport caters to turbo-props and private jets,
the investment in expanding the airport’s current capacity of 1.5 million passengers to 5
million passengers need not be big,” he says, noting that the airport’s enhanced facilities
will be above Singapore’s Seletar Airport but lower than Changi Airport’s Terminal 4. Still,
the proposed demolition marks a reversal of the plans for the redevelopment of Terminal
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2. Subang SkyPark Sdn Bhd, the manager of the RM45 million SkyPark Terminal at
Subang Airport, had expressed interest in the project as far back as April 2011. Randhill
says MAHB had difficulty finalising its plans for Ter-minal 2 as it was still in negotiations
with the government over its operating agreements (OAs), which were signed in February
2009. On April 12 this year, MAHB announced that the Cabinet had approved the
extension of MAHB’s concession to operate 39 airports in Malaysia from 2034 to 2069.
“The 35-year extension was a big milestone for us. We see Subang growing fairly fast
from now,” says Randhill. The proposed master plan will also include the redevelopment
of land around Subang Airport, which is managed by MAHB, into a business aviation hub
with an aerospace ecosystem that includes maintenance, repair and overhaul (MRO)
facilities and an aerotech park. MAHB plans to do away with the cargo complex currently
occupied by DHL and Raya Airways and turn it into MRO facilities when the two freight
operators relocate their operations to Sepang by end-2021. However, this will be
determined by the master plan. Another important priority for MAHB is the development
of KLIA Aeropolis, which is set for a major boost after the government gave it another 35
years to operate the Kuala Lumpur International Airport (KLIA) in Sepang and the other
38 airports in the country recently. The extension clears a major hurdle for the group to
attract new investors to the area, according to Randhill, who also oversees KLIA
Aeropolis. KLIA Aeropolis has been years in the making. MAHB has been planning to
turn some 10,000 acres of vacant land surrounding KLIA into a commercial, tourism and
transportation hub as early as 2008 but it never took off in the way it planned due to a
lack of investors. At the time, the short-term lease was a major factor making investing
in KLIA Aeropolis less attractive as MAHB could only grant investors leases until 2034,
coinciding with the end of its concession to operate KLIA. “Prior to the latest concession
extension, in 2007, the government extended MAHB’s OAs, which saw the concession
period for Subang airport ending in 2067, but that of the other airports, including KLIA,
ending in 2034. That is why the development at Subang Airport was moving faster than
that at KLIA Aeropolis,” explains Randhill. Another challenge is the lack of budget to
expedite the project. “We will only invest when we have secured the customer. We will
do land preparation only when we have identified the market and we see that it can grow.
We will not do speculative work,” says Randhill. While the latest extension of the
concession period to 2069 is heartening, it is clearly far from enough. “When you talk
about industrial development, a 50-year lease is doable. But when you talk about
commercial development, it is considered short. In fact, most commercial investors prefer
to acquire freehold assets as they offer an opportunity to get the return on their
investment,” says Randhill. What makes the development of KLIA Aeropolis even more
challenging is that potential investors would be subleasing the land from MAHB, which is
itself leasing it from the Federal Lands Commissioner. Randhill also acknowledges that
KLIA Aeropolis faces competition from other states wanting to develop their own
aerospace industrial parks, and investors will not be lured until the government agrees
to tweak the leases of the land surrounding KLIA to 99 years. “A 99-year lease period
would be more attractive to investors and, hopefully, the terms would also be business
friendly. (With a 99-year lease) we can also go forward with larger-scale projects,” he
says. He notes that the government had given approval in principle to a 99-year lease
for KLIA Aeropolis at end-2016. “However, we have not been able to conclude the final
terms. We are still engaging with the government.” Will it be too late for KLIA Aeropolis
to jump on the commercial property bandwagon by then? “The pie is big and is growing.
What is more important for us is to get things right,” says Randhill. Thus, the group’s
immediate priority is to continue its focus on the industrial real estate market, such as
aerospace manufacturers and MRO and logistics companies. Despite these challenges,
MAHB has managed to attract major tenants, including China’s Alibaba Group Holding
Ltd, Singapore-listed Boustead Projects Ltd and Japan’s Mitsui Fudosan Co Ltd to KLIA
Aeropolis and UK-based Senior Aerospace UPECA to Subang Aerotech Park. “We
expect to secure more investments in the months ahead,” he adds. Since the launch of
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the KLIA Aeropolis concept master plan on May 23, 2016, the airport operator has drawn
RM700 million worth of investments to KLIA Aeropolis and Subang Airport and generated
1,500 jobs. “These investments are in the form of brownfield and greenfield infrastructure,
totalling 890,000 sq m in gross floor area (GFA) and 150 acres. They include facilities
built by Senior Aerospace and the development of Subang Aeropark Park by Boustead
Projects, as MAHB's joint venture partner in Subang, as well as the refurbishment of the
former low-cost carrier terminal into KLIA Air Cargo Terminal 1, Mitsui Outlet Park’s
Phase 2 expansion and Sepang Aircraft Engineering’s second hangar at KLIA Aeropolis,”
says Randhill. He deems the total GFA of 890,000 sq m and 150 acres of infrastructure
developments achieved over three years as comparable with that of other industrial
developers. Today, more than one-third of the land at KLIA Aeropolis is developed, with
airport infrastructure making up the bulk of it. On its part, MAHB has invested about
RM150 million in the project over the past three years. “We are looking to develop
another 2,000 acres of the land surrounding KLIA over the next 25 to 30 years. This will
bring the developed area to some 50% to 60%,” says Randhill. (Source: The
EdgeMarkets)

Issuer PDS Description Rating/Outlook Action

Notable Vision Sdn Bhd  Proposed Notes Series 2019-A, to be issued
under its existing RM750 mil MTN Programme
(2014/2034) (the Programme).

Class A Senior MTNs AAA/Stable Assigned
Class B Junior MTNs B2/Stable Assigned
Class C Junior MTNs C3/Stable Assigned
Premier Auto Assets Proposed RM90 mil Class A AAA/Stable Assigned
Berhad RM20 mil Class B Tranche 1 Medium Term Notes AA3/Stable Assigned
(MTN)

(collectively, Senior MTN) under its RM1 bil
Nominal Value MTN Programme)

Source: RAM, 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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