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US Treasuries

e US Treasuries extended its rally on Friday on the back of

continuous flight to safety as economic evidence of Covid-19

Tenure Closing (%) Chg (bps) outbreak started to bite. Both flash estimates of US PMI
2-yr UST 1.36 -3 manufacturing and services disappointed, with the services
5-yr UST 1.32 -4 reading recorded its first contraction in four years (49.4 vs 53.4)
10-yr UST 1.48 -4 in January while the manufacturing sector saw a slower
30-yr UST 1.91 -5 expansion (50.8 vs 51.9), weighed by disruption from the virus

outbreak. Overall UST yields fell 3-5bps across the curve, with

the curve bull flattening. The 2s shed 3bps to 1.36% while the

10s lost 4bps to 1.48%, its lowest since last September. Would

Tenure Closing (%) Chg (bps) CI(E;:)ng Chg (bps) expect escalation in contagion risks outside China, notably
3oyr 269 E 0 268 : 0 South Korea,. Ja.pan and lItlay over the weekend to continue
Beyr 276 1 284 i 0 spur haven bids in UST.
7-yr 2.84 -4 2.85 ‘I -3
10-yr 2.90 -4 2,96 g 4 MGS/GIII
15-yr 3.14 -3 3.17 ' -3 e Local govvies managed to recoup some lost ground for the first
20-yr 3.37 1 338 i -2 time in a week last Friday amid continued robust trading
30-yr 3.64 5 3.64 ! interests in the secondary market. Volume notched higher to

* Market indicative levels RM6.31bn on Friday, from Thursday’s RM5.35bn and interests

was seen focused on the short end ’20-22s, benchmark 10Y

MGS 8/29 and MGS 4/33. In the GlI space, off benchmark GlI

RS Closing (%) Chg (bps) 7/23 and 8/37 led the pack with overall Gl trades accounted
1oyr 288 0 for ~34% of overall gowvies trade, down from ~50% on
3oy 281 3 Thursday. Boht the MGS and Gll curves were seen steepening
5evr 2.85 4 with yields spiking in the ultra-long end 30Y while overall
. y 2'91 3 benchmark yields were seen ending largely lower by between

- r . -

y -1to -4bps across the curve save for 20Y MGS (+1bps). Expect
10-yr 3.04 -3

investors to closely monitor political development in the local
front whilst awaiting the announcement of stimulus package
scheduled on Thursday.

Source : Bloomberg

Corp Bonds/Sukuk

Upcoming Government Bond Tender e Corporate bonds/Sukuk space saw decent interests amid
Nil higher secondary market volume of RM744m. The GG and AA-

space continued to attract the most interests with yields seen
generally lower. The Govt-guaranteed Khazanah ‘9/22 took
center stage with RM100m done 17bps inner at 2.834% while
PRASA ‘9/22, ‘3/28 and ‘11/28 traded 30-58bps lower between
2.866% and 3.089% levels.Various issuances of PLUS ’26-31
also saw heavy trades with a combined RM90m changed
hands. Interests were well spread across the sectors including
energy, telco, infra and in the banking space, SDB ‘4/26 took
the lead, trading 6bps lower at 3.818%.
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Daily Trades : Government Bond

Securities

MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
MGS
Gll
Gl
Gll
Gl
Gll
Gll
Gll
Gll
Gll
Gll
Gl
Gll
Gll
Gll
Gll
Gll
Gl
Gl
Gll

03/20
07/20
10/20
02/21
07/21
09/21
11/21
03/22
08/22
09/22
03/23
04/23
08/23
06/24
07/24
09/24
03/25
09/25
04/26
07/26
11/26
05/27
11/27
06/28
08/29
04/30
06/31
04/32
04/33
11/33
07/34
04/37
06/38
05/40
09/43
03/46
07/48
04/20
07/22
07/23
10/23
10/24
08/25
10/25
03/26
09/26
07/27
08/28
10/28
07/29
08/33
11/34
10/35
08/37
09/39
11/49

Closing Vol Previous Previous
YTM (RM mil) YTM Trade Date
(dd/mm/yyyy)
2.677 355 2.750 20/02/2020 -7
2.670 118 2.680 20/02/2020 -1
2.698 52 2.655 20/02/2020 4
2.662 9 2.683 20/02/2020 -2
2.658 357 2.700 20/02/2020 -4
2.642 4 2.684 20/02/2020 -4
2.683 123 2.680 20/02/2020 0
2.689 180 2.685 20/02/2020 0
2.689 1 2.656 20/02/2020 3
2.690 242 2.704 20/02/2020 -1
2.709 73 2.692 20/02/2020 2
2.723 98 2.730 20/02/2020 -1
2.743 3 2.726 20/02/2020 2
2.760 124 2.768 20/02/2020 -1
2777 2 2.741 20/02/2020 4
2.778 20 2.756 18/02/2020 2
2.806 1 2.743 17/02/2020 6
2.781 107 2.782 20/02/2020 0
2.871 83 2.885 20/02/2020 -1
2.841 109 2.883 20/02/2020 -4
2.861 6 2.849 20/02/2020 1
2.850 194 2.887 20/02/2020 -4
2.895 52 2.898 20/02/2020 0
2.900 21 2.927 19/02/2020 -3
2.902 1047 2.942 20/02/2020 -4
3.098 106 3.087 20/02/2020 1
3.115 71 3.096 20/02/2020 2
3.102 6 3.068 17/02/2020 3
3.178 435 3.170 20/02/2020 1
3.167 80 3.201 20/02/2020 -3
3.140 60 3.169 20/02/2020 -3
3.303 5 3.286 20/02/2020 2
3.354 19 3.322 20/02/2020 3
3.366 10 3.353 20/02/2020 1
3.557 0 3.533 20/02/2020 2
3.653 1 3.632 20/02/2020 2
3.642 1 3.593 20/02/2020 5
2.693 15 2.761 20/02/2020 -7
2.710 240 2.753 20/02/2020 -4
2.729 346 2.765 19/02/2020 -4
2.753 50 2.691 13/02/2020 6
2.837 112 2.832 20/02/2020 1
2.858 60 2.876 20/02/2020 -2
2.860 60 2.832 19/02/2020 3
2.848 50 2.880 20/02/2020 -3
2.936 10 2.919 19/02/2020 2
2.930 5 2.907 18/02/2020 2
3.001 20 3.015 20/02/2020 -1
2.975 185 3.001 20/02/2020 -3
2.958 265 2.997 20/02/2020 -4
3.205 50 3.074 17/02/2020 13
3.172 240 3.204 20/02/2020 -3
3.246 40 3.212 17/02/2020 3
3.324 314 3.333 19/02/2020 -1
3.378 40 3.403 20/02/2020 -2
3.641 33 3.605 19/02/2020 4
6310
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Daily Trades : Corp Bonds/ Sukuk

Securities Rating Closing Vol Previous Previous Spread
YTM (RM mil) YTM Trade Date Against
(dd/mmlyyyy) MGS*
Perbadanan Tabung Pendidikan Tinggi Nasional 06/22 GG 2.850 50 2.834 20/02/2020 2 17
Khazanah Nasional Berhad 09/22 GG 2.834 100 3.000 07/02/2020 -17 14
Prasarana Malaysia Berhad 09/22 GG 2.866 45 3.235 17/09/2019 -37 17
Turus Pesawat Sdn Berhad 11/22 GG 2.913 45 4.160 28/11/2017 -125 22
Danalnfra Nasional Berhad 02/23 GG 2.848 30 2.838 14/02/2020 1 15
Danalnfra Nasional Berhad 04/25 GG 2.953 10 2.972 14/02/2020 -2 19
Danalnfra Nasional Berhad 05/25 GG 2.962 10 3.511 07/08/2019 -55 19
Prasarana Malaysia Berhad 03/28 GG 3.070 15 3.372 22/01/2020 -30 18
Prasarana Malaysia Berhad 11/28 GG 3.089 15 3.668 05/12/2019 -58 18
Projek Lebuhraya Usahasama Berhad 01/26 AAA 3.369 20 3.340 14/02/2020 3 54
Sarawak Energy Berhad 06/26 AAA 3.142 65 3.184 14/02/2020 -4 32
Projek Lebuhraya Usahasama Berhad 01/27 AAA 3.398 20 3.598 13/01/2020 -20 54
Projek Lebuhraya Usahasama Berhad 01/28 AAA 3.429 40 3.649 13/01/2020 -22 54
Projek Lebuhraya Usahasama Berhad 01/29 AAA 3.448 5 3.519 18/09/2019 -7 54
DiGi Telecommunications Sdn Berhad 09/29 AAA 3.247 10 3.199 14/02/2020 5 34
Projek Lebuhraya Usahasama Berhad 01/31 AAA 3.498 5 3.888 28/11/2019 -39 59
Manjung Island Energy Berhad 11/31 AAA 3.315 1 3.319 13/02/2020 0 41
Danum Capital Berhad 02/35 AAA 3.418 11 3.400 20/02/2020 2 27
Teknologi Tenaga Perlis Consortium Sdn Berhad 07/23 AAl 3.329 10 4.533 09/03/2018 -120 64
UniTapah Sdn Berhad 12/24 AAl 3.436 5 4.580 28/11/2017 -114 67
Sabah Development Bank Berhad 04/26 AAl 3.818 20 3.878 14/02/2020 -6 99
Kuala Lumpur Kepong Berhad 09/29 AAl 3.358 10 3.348 17/02/2020 1 45
Kuala Lumpur Kepong Berhad 09/34 AAl 3.569 20 3.739 05/02/2020 -17 42
Celcom Networks Sdn Berhad 10/26 AA+ 3.200 10 3.208 14/02/2020 -1 34
Danajamin Nasional Berhad 10/27 AA+ 3.434 20 3.396 20/02/2020 4 54
BEWG (M) Sdn Berhad 07/22 AA 3.501 10 4.216 08/07/2019 -72 82
Anih Berhad 11/23 AA 3.348 4 3.523 23/01/2020 -18 61
Jimah Energy Ventures Sdn Berhad 05/20 AA3 3.005 0 3.079 18/02/2020 -7 33
Country Garden Real Estate Sdn Berhad 03/22 AA3 4.401 35 4.418 20/02/2020 -2 172
Besraya (M) Sdn Berhad 07/22 AA3 3.367 10 4.068 29/10/2019 -70 69
Jimah Energy Ventures Sdn Berhad 11/23 AA3 3.525 3 4.439 02/04/2019 -91 79
Mumtaz Rakyat Sukuk Berhad 06/26 AA3 3.362 20 3.420 17/02/2020 -6 54
CIMB Thai Bank Public Company Limited 07/29 AA3 3.618 10 3.777 29/01/2020 -16 71
Edra Energy Sdn Berhad 01/38 AA3 4.352 5 4.353 20/02/2020 0 101
CIMB Group Holdings Berhad 04/60 AA3 5.185 1 3.542 17/02/2020 164 184
WCT Holdings Berhad 10/21 AA- 3.880 14 4.221 19/12/2019 -34 120
Tan Chong Motor Holdings Berhad 11/21 Al 3.895 5 3.906 19/02/2020 -1 122
CIMB Group Holdings Berhad 05/16 Al 3.911 0 4.269 19/02/2020 -36 57
1M Land Berhad 03/19 A2 4.379 5 4.382 20/02/2020 0 103
Eco World Capital Assets Berhad 08/22 - 5.107 14 5.128 20/02/2020 -2 243
Mah Sing Group Berhad 04/17 - 5.494 15 5.501 19/02/2020 -1 215
744

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

Market/Corporate News: What’s Brewing

Facing competitive pressures, TELEKOM MALAYSIA BHD (TM) expects its revenue to
dip slightly again for the financial year ending Dec 31,2020. Nevertheless, the
telecommunications giant remains confident that its ongoing cost rationalisation initiatives
will help it maintain its earnings before interest and tax (EBIT), or operating profit, above
the RM1bil level. In revealing the group’s 2020 headline key performance index guidance,
group CEO Datuk Noor Kamarul Anuar Nuruddin said the group‘s revenue growth could
see a “low to mid” single-digit decline, while EBIT could come in at more than RM1bil. As
for its capital expenditure-to-revenue ratio, he said it would range from low to mid-20s for
this year. “Because of the impact of the new pricing for our products and the year-end
(promotional) programmes (in 2019), we see that we will continue to have a tough year in
2020 in terms of revenue. That’'s why we say it will be ‘low to mid’ single-digit drop, ” Noor
Kamarul explained. “But we will do our best to make it flat and not have negative (revenue)
growth, ” he told reporters at a briefing on TM’s 2019 financial results. Meanwhile, TM’s
newly appointed chief financial officer Razidan Ghazalli conceded that the group
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continued to operate under tough competitive pressures. “Our competitors are slowly
nibbling at our market and we are also under tough pricing pressures as the government
continues to liberalise the market. “The government is always pro-consumer; this will
come at the expense of the telcos, and that puts a lot of pressure on our revenue, ” he
added. Despite pressure on revenue, Razidan said the group’s cost optimisation
programmes and expansion into corporate and enterprise markets for better yields would
help it maintain a healthy EBIT. TM posted its highest EBIT since 2007 at RM1.57bil last
year, after the operating profit jumped 24-fold from RM64.6mil in 2018 on lower operating
cost. In addition, the group in 2018 registered a provision of RM982.5mil for impairment
of fixed and wireless network assets. As per guidance, TM’'s revenue saw a minor
contraction of 3.3% to RM11.43bil in 2019 from RM11.82bil in the preceding year due to
lower contribution from all lines of products except data. (Source: The Star Online)

THE highly anticipated National Automotive Policy 2020 (NAP 2020), which was finally
launched by the International Trade and Industry Ministry on Friday, has set 10-year
targets that the government believes will take the local automotive industry to the greater
heights. A crucial sector for the Malaysian economy, the automotive industry contributes
just 4% to the country’s gross domestic product (GDP) currently. Under the NAP 2020,
the government is targeting to grow that to 10% of GDP by 2030. Malaysia Automotive
Robotics and 10T Institute chief executive officer Datuk Madani Sahari says local original
equipment manufacturers (OEMSs) are currently contributing less than 1% each to the
economy. “The bigger picture is to grow exports of parts and components, as well as the
new services that can be created because of mobility as a service. “Right now, we have
about 641 vendors and we're targeting to grow that to 900 in 10 years. All of this will create
new business and job opportunities and create a spillover effect on the Malaysian
economy; the NAP wants to show that shared prosperity can be achieved through the
community.” Boosting the automotive sector’s contribution to GDP will certainly allow the
country to improve its competitiveness both in the region and globally, especially against
Thailand, which many global OEMs consider the automotive hub for Asean.Thailand’s
automotive industry currently contributes approximately 12% to the country’s economy.
Boosting vehicle salesAnother ambitious target under the NAP 2020 is that the
government intends to double total industry volume (T1V) to 1.22 million units in 2030 from
around 600,000 units currently. To achieve that, Madani says the local industry would
need to be able to ramp up its total production levels. “TIV is a domestic sell. What's
important is total production volume, because this would include the number of cars
exported. We have calculated TIV based on compounded GDP growth year-on-year. “We
have also taken into consideration the safety measures that are being embedded into
newer cars and the old cars that are no longer safe.” Under the NAP 2020, the government
is targeting total production volume to hit 1.47 million units. A total of 571,632 vehicles
were produced last year. Total vehicle sales finally exceeded 600,000 units in 2019 after
failing to surpass that mark for three consecutive years, rising 1% year-on-year to hit
604,287 units. Back in 2011, it had been projected that TIV would hit one million units by
this year. “That forecast will not be achieved this year because annual growth was initially
projected at 3.5% annually; but the local automotive industry only managed to accomplish
around 1.2%, ” says Madani. “There are numerous variables on why that target was not
achieved.” On the sales outlook for 2020, the Malaysian Automotive Association (MAA) is
projecting a TIV growth of less than 1% to 607,000 units. Commenting on the NAP 2020,
MAA president Datuk Aishah Ahmad says the policies can help pave the way forward for
the local automotive sector. “Overall, | think the NAP 2020 is the future and is in line with
the global trends. Asean countries are also focusing on the future trends. They’re looking
at the next generation of vehicles. Where I'm pleased is the fact that the ministry will be
taking a step-by-step approach as they start introducing next generation vehicles and new
technology. Because if we're not ready, implementing anything too soon will not be good
for the industry.” While she admits it's well and good to prepare and pave the way for the
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long term, Aishah is however hopeful that the government remains cognisant of issues
facing the local automotive industry right now. “The present concerns that we have are
the policies to excise duty hikes. It's been held back for this year but what about beyond
that? That creates uncertainty for the industry.” Last month, the government chose to
postpone implementing a new formula on duties that will raise prices of completely-
knocked-down (CKD) vehicles until next year, potentially saving car-buyers thousands of
ringgit. The industry has a formula to calculate a vehicle’s open market value (OMV),
which then has to be declared to customs. However, the government had gazetted a new
formula on Dec 31,2019, one that included additional factors such as marketing cost, profit
and royalty. Adding these items would increase the final (on-the-road) prices of cars. The
new OMV formula only applies to CKD vehicles. Based on internal calculations, Aishah
says the new tax structure would have hiked car prices by as much as RM33,000 for high-
end cars. “What we'd like to reiterate to the government is to not ignore the present
situation, ” she says, adding that the recent Covid-19 outbreak has impacted some
automotive players. “Chinese car companies, especially, will be impacted because their
supply chain will be affected. Hyundai and a number of other brands have already
announced that production has been halted because their parts are coming for China.”
For now, Aishah says it’s still too early for the MAA to revise its 2020 forecast, unless the
situation worsens. In a report earlier this month, MIDF Research said the local automotive
sector is unlikely to face supply disruption in the wake of the Covid-19 outbreak, despite
having direct exposure to China. Hubei, the epicentre of the coronavirus outbreak, is one
of China’s major automotive hubs. “Contagion to other provinces increases the possibility
of extended plant shutdowns. “Component supply is a risk, given the complex automotive
value chain and impact on downstream output.” The research house emphasises,
however, that unlike natural disaster-driven crises such as the 2011 Japan earthquake
and the Thai floods, supply disruptions could recover quickly as infrastructure and
inventories remain intact. “Malaysia’s major source of completely-knocked-down kits and
components, namely Thailand, has exposure to auto part imports from China, but mainly
for replacements and supply to Chinese original equipment manufacturers’ local
assembly, ” it says. (Source: The Star Online)

Rating Action

Issuer PDS Description Rating/Outlook Action
Exsim Ventures Berhad = RM68 mil first issuance (Tranche 1 IMTN) RM2 AA3/Stable Assigned
bil Sukuk Musharakah Programme (IMTN
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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