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Fixed Income Daily Market Snapshot

US Treasuries

e US Treasuries were dragged down on Thurssday save for the

long bond following indications that China is making efforts to
escalate the ongoing trade war and also poor bidding metrics
for the UST 7Y auction. Overall benchmark yields closed 2-
3bps higher save for the 30Y which edged 1lbps lower. The
UST 2Y closed at 1.54% whilst the much-watched 10Y edged
2bps up at 1.50% levels; as the yield remains inverted for
now. The $32b 7Y auction yielded an average 1.489% on a
mere BTC ratio of 2.16x (previous 10 auctions: 2.46x). It is
believed that the Fed has stopped buying bonds through its
QE to allow for a shrinkage in its balance sheet. Both the UST
10Y and 30Y have fallen ~100bps since January; on track for
their steepest fall in 8 and 5 years respectively. The market
tonight may take cues from upcoming data on core PCE,
personal income and spending and consumer sentiment.

MGS/GII

e Trading momentum in local govvies improved further as

volume notched RM2.64b. Main interest was however seen in
the off-the-run 20’s and 5Y, 10Y GIl benchmark bonds.
Overall benchmark MGS vyields closed mostly mixed with the
5Y benchmark MGS 6/24 up 2bps at 3.23% whilst the 10Y
MGS 8/29 closed within 1bps of prior day’s move at 3.29%.
Gll bonds jumped to form ~62% of overall trades. The 10Y GlI
auction turned in a sedate BTC ratio of 2.0x; averaging
3.318%. Despite ongoing headwinds in the global economy;
we are of the view that we do not foresee a rate cut in the
upcoming September MPC meeting for now.

Corp Bonds/Sukuk

e Corporate Bonds/Sukuk saw lower traction with secondary

market volume at a mere RM387m. Some interest was seen
across the curve as overall yields continued to drift mostly
lower save for the govt-guaranteed bonds. BPMB and DANA
29's closed 0-2bps higher compared to previous-done levels
between 3.59-49% levels. AAA-rated GENM Capital 7/23
moved 7bps lower at 3.54%. AA-rated space saw several
energy-related bonds i.e. YTL Power and SEB exchange
hands. UMW 2/21 and 6/22 ended 15-16bps sharply lower on
yiedls between 3.50-54% area whereas toll operator
KESTURI 12/27 moved 3bps lower at 4.05%. In the banking
space, Bank Islam 28NC23 notched RM40m in nominal
amounts; edging 1bps lower at 3.78% levels.
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Daily Trades : Government Bond
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Daily Trades : Corp Bonds/ Sukuk

Securities Rating Closing Vol Previous Previous Spread

YT™M (RM mil) YT™M Trade Date Against

(dd/mm/yyyy) MGS*
Bank Pembangunan Malaysia Berhad 09/29 GG 3.569 40 3.551 28/08/2019 2 27
Prasarana Malaysia Berhad 09/29 GG 3.488 40 3.489 27/08/2019 0 19
Perbadanan Tabung Pendidikan Tinggi Nasional 02/34 GG 3.646 20 3.610 19/08/2019 4 16
Gas Malaysia Berhad 11/19 AAA 3.337 40 3.892 30/04/2019 -56 25
GENM Capital Berhad 07/23 AAA 3.538 20 3.609 23/08/2019 -7 34
Bank Pembangunan Malaysia Berhad 03/32 AAA 3.770 30 3.858 21/08/2019 -9 28
YTL Power International Berhad 06/22 AA1l 3.731 20 4,577 03/05/2018 -85 60
Kuala Lumpur Kepong Berhad 04/26 AA1 3.651 30 4.098 27/05/2019 -45 40
Sarawak Energy Berhad 07/29 AAL 3.614 20 4.000 06/08/2019 -39 31
UMW Holdings Berhad 02/21 AA2 3.501 10 3.649 07/08/2019 -15 42
UMW Holdings Berhad 06/22 AA2 3.546 10 3.702 07/08/2019 -16 42
MMC Corporation Berhad 11/20 AA- 4.064 10 4.392 07/08/2019 -33 98
Konsortium Lebuhraya Utara-Timur (KL) Sdn Ber ~ 12/27 AA- 4.051 10 4.081 22/08/2019 -3 75
Bumitama Agri Ltd 07/26 AA3 3.749 40 3.758 28/08/2019 -1 49
Edra Energy Sdn Berhad 07/31 AA3 4.320 1 4.429 27/08/2019 -11 102
Edra Energy Sdn Berhad 07/37 AA3 4.579 1 4.688 23/08/2019 -11 103
Edra Energy Sdn Berhad 01/38 AA3 4.619 1 4.729 26/08/2019 -11 107
Bank Islam Malaysia Berhad 11/28 Al 3.777 40 3.791 22/08/2019 -1 46
CIMB Group Holdings Berhad 05/16 Al 4.273 1 4.311 22/08/2019 -4 72
CIMB Group Holdings Berhad 05/16 Al 4.192 1 4.348 26/08/2019 -16 64
UMW Holdings Berhad 04/18 Al 4.693 1 4.693 27/08/2019 0 114

Eco World Capital Assets Berhad 08/24 - 6.099 3 6.099 28/08/2019 0 -
387

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

Market/Corporate News: What’s Brewing

YTL Corp Bhd posted a net profit of RM2.44 million in its fourth quarter ended
June 30, 2019 (4QFY19) compared to a net loss of RM63.54 million in the year-
ago quarter, as quarterly revenue came in one-fifth higher at RM5.04 billion
versus RM4.2 billion in 4QFY18. YTL Corp’s board of directors declared an interim
dividend of four sen with respect to FY19, payable on Nov 13. Save for its property
and utilities business segments, YTL Corp recorded positive growth in profit before
tax (PBT) in all its business divisions during the quarter under review, its exchange
filing today showed. Its construction division's PBT rose 63% on-year to RM44.7
million after a significant increase in construction works, while cement manufacturing
and trading PBT was up 20% to RM12.7 million from the higher share of profits
contributed by its associate company. Also of note was the return to black in its hotels
division with a PBT of RM47.82 million versus a loss before tax (LBT) of RM45.74
million previously, as a result of the consolidation of The Hague Marriott Hotel in the
Netherlands, contribution from the newly acquired The Westin Perth hotel in Australia,
better performance post-refurbishment of JW Marriott KL, and an unrealised foreign
exchange gain on inter-company balances. Its management services and others
segment similarly saw a significantly stronger PBT of RM76.52 million from an LBT of
138.46 million due to lower operating costs, fair value gain on investments,
derivatives and investment properties. Information technology and e-commerce
related business also returned to the black from a year ago with a PBT of RM144,000
compared to an LBT of RM824,000, thanks to higher interest income earned and
lower adminsitration expenses incurred. These were, however, partly offset by a less
profitable utilities segment, which saw PBT sinking 63% to RM119.38 million, as it
was impacted by lower retail non-fuel and ancillary margin, lower vesting contract
level and margin, higher finance costs, and an allowance for impairment of
receivables, besides the absence of a one-off pension credit recognised. Its property
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segment also recorded a 97% increase in LBT to RM114.57 million during the quarter
due to the absence of a land disposal gain, coupled with inventory write down, fair
value loss of investment properties and lower unrealised foreign exchange gain on
borrowings denominated in foreign currencies. For the full year, YTL Corp’s net profit
came in at RM258.85 million, down 24.1% from FY18's RM340.92 million, despite
revenue rising 13.2% to RM18 billion from RM15.89 bhillion, as cost of sales and
finance cost offset the increase. (Source: The Edge)

CIMB GROUP HOLDINGS BHD posted net profit of RM1.51bil in the second
quarter ended June 30, 2019 compared with RM1.98bil due to lower gains from
the disposal of subsidiaries, joint ventures and associates. The banking group
said on Thursday its revenue declined to RM4.468bil from RM4.863bil a year ago.
Earnings per share were 15.6 sen compared with 21.29 sen. The gains from disposal
of subsidiaries, joint ventures and associates were RM236.13mil in 2QFY19
compared with RM938.39mil a year ago. Earnings per share were 15.60 sen
compared with 21.29 sen. It declared a dividend of 14 sen compared with 13 sen. The
total interim dividend amounts to a payment of approximately RM1.36bil, translating to
a dividend payout ratio of 50.4% of 1H19 profits. In the first half, CIMB's net profit was
lower at RM2.70bil compared with RM3.28bil in the previous corresponding period.
Profit before tax was RM3.56bil compared with RM4.20bil. Its revenue was RM8.63bil
compared with RM9.16bil. However, after stripping out the CPAM and CPIAM gain of
RM928mil a year ago, the operating income rose by 4.8% to RM8.635bil in 1H 2019
compared with RM8.239bil (business as usual) in the previous corresponding period.
Profit before tax rose by 8.7% to RM3.559bil from RM3.274bil (BAU) and net profit
climbed 14.5% to RM2.70bil from RM2.359bil (BAU). “We are pleased with the 14.5%
YoY increase in our net profit to RM2.70bil underpinned by our above-industry loan
growth in Malaysia and better Treasury and Markets income. “Malaysia’s PBT
improved 5.3% YoY, contributing 67% to the group’s PBT. Indonesia also posted an
encouraging 20.2% YoY growth, supported by its strong Consumer business.
“Overall, the Group remained resilient with lower loan loss provisions despite
challenging external headwinds,” said Tengku Datuk Seri Zafrul Aziz, Group CEO,
CIMB Group. “CIMB Group’s 1H19 operating income was 4.8% higher YoY at
RM8.64bil. Net interest income (NII) grew 3.3% YoY from the 6.9% loans growth,
while the 8.5% improvement in non-interest income (NOII) came largely on the back
of better capital market activity in the second quarter of 2019 (2Q19). “Operating
expenses rose 8.7% YoY from incremental investments and Forward23-related
expenses, bringing about a cost-to-income ratio (CIR) of 53.2% for 1H19. Loan loss
provisions declined by 15.7% to RM629mil resulting in an 8.7% growth in the group’s
PBT to RM3.56bil. “The group’s consumer banking PBT declined 47.4% YoY in 1H19
from a combination of lower operating income, higher operating expenses, increased
seasonal provisions and MFRS9 related effects. Commercial Banking PBT rose by
106.3% YoY to RM1.01bil underpinned by better NIl as gross loans grew 4.4%, while
provisions were significantly lower. “PBT at the group’s wholesale banking division
increased by 14.0% YoY to RM976mil as improved capital market activity brought
about a 33.7% growth in NOII, partially offset by higher operating expenses and loan
provisions. “Group ventures & partnerships and funding (GVPF) PBT was 70.8%
higher YoY from an improved performance in the Group’s fixed income portfolio.
“Non-Malaysia PBT contribution to the Group rose to 33% in 1H19 compared to 31%
in 1H18. Indonesia’s PBT was 20.2% higher YoY at RM701mil in 1H19 driven by
stronger operating income from improved NIM. Thailand's PBT contribution of RM199
million was 16.4% lower YoY from weaker trading income and higher overheads.
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Total PBT contribution from Singapore was 2.8% higher YoY at RM224mil from better
NIM. “The group’s total gross loans grew by 6.9% YoY while total deposits were 9.9%
higher YoY. The Loan to Deposit Ratio (“\LDR”) stood at 91.5%, compared to 94.0%
as at end-June 2018. The Group’s gross impairment ratio stood at 3.1% as at end-
June 2019, with an allowance coverage of 96.6%. “The group’s CIR stood at 53.2%
compared with 51.3% in 1H18 from higher operating expenses. The Group’s NIM was
lower at 2.46% mainly from the spread compression in Malaysia. As at June 30, 2019,
CIMB Group’s total capital ratio stood at 16.6% while the Common Equity Tier 1
(CET1) capital ratio stood at 12.9%,” it said. (Source: The Star)

Issuer PDS Description Rating/Outlook Action
BEWG (M) Sdn Bhd’s  RM400.0 million Sukuk Wakalah AA-IS Affirmed
Ranhill Powertron RM2140.0 million outstanding Islamic Medium- AA-IS Affirmed
Sdn Bhd Term Notes (IMTN)

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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