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Fixed Income Daily Market Snapshot

US Treasuries

e UST’s ended stronger on Wednesday with the front-end of the

curve richer as risk-off moves swept through markets across

Tenure Closing (%) Chg (bps) the globe with the 2s10s spread widening further to ~17bps.
2-yr UST 1.17 -5 Concerns continue to be elevated over the magnitude of the
5-yr UST 1.16 -2 Covid-19 outbreak outside of China and its economic impact.
10-yr UST 1.34 -2 Overall benchmark vyields closed between 0-5bps lower with
30-yr UST 1.82 0 the UST 2Y falling 5bps at 1.17% and the much-watched UST

10Y declining 2bps at 1.34%. Meanwhile the auction of $41b of

5Y fared better and was awarded at 1.15% (~30bps lower than

January’s 1.448%) on a BTC ratio of 2.46x; still above the 6-

. Closin

Tenure  Closing (%) Chg (bps) %) 9 Chg (bps) month average of 2.42x. Meanwhile investors and traders alike
3-yr 262 4 269 0 are watching the swaps markets which are pricing in a rise
5-yr 268 5 274 1 from Sbps to 8bps of rate cuts in the upcoming March FOMC
7-yr 2.80 2 277 g -14 meeting. Up next are the 4Q2019 GDP numbers tonight.
10-yr 2.85 -5 291 -4

Y MGS/GlII

15-yr 3.04 -7 310 P 5 . . .
20-yr 393 2 3.30 0 e Local govvies continued to recover from Monday’s knee-jerk
30-yr 363 2 363 0 sell-off from the political limbo in the nation amid a solid volume

of RM7.23b yesterday. Overall benchmark vyields closed
between 0-14bps lower with interest mainly seen in off-the-run

MYR IRS L I 20’s and also the 5Y, 7Y and most of all in the 10Y benchmark
MGS/GI. Both the benchmark 5Y MGS 6/24 and MGS 829

* Market indicative levels

IRS Closing (%) Chg (bps) moved 5bps lower at 2.68% and 2.85% respectively. Gl bonds

L-yr 2.79 -4 rose to form about ~ 49% of overall trades; denoting strong

3-yr 2.74 -2 local support. Meanwhile the nation’s deeper pool of

5-yr 277 -2 institutional funds is expected to insulate the bond market

7-yr 2.85 -1 against excessive volatility for now. Nevertheless, expect

10-yr 2.99 -1 cautious approach to prevail as the nation awaits further clarity
Source : Bloomberg on the political front.

Corp Bonds/Sukuk

e Corporate bonds/Sukuk space saw investor interest ramped up
yesterday amid secondary market volume of RM1.49b with
interest returning across the GG-AA spectrum. Overall yields

Nil mostly ended lower on strong bids with the Govt-guaranteed

bonds in the 2024 tranches dominating trades. DANA and
LPPSA 24’s closed mixed between -57 to +3bps compared to
previous-done levels at 2.93-94% levels whilst the long-end
DANA 11/49 closed 8bps lower at 3.71%. AAA-rated SEB notch
total of RM100m in nominal amounts with the 1/22, 7/24 and
6/26 tranches edging 102bps lower at 3.03%, 3.08% and
3.13% each whilst the SEB 1/27 settled 17bps lower; also at
3.13%. AA-rated construction bigwigs IJM 6/22 and GAMUDA
3/23 closed between 9-36bps lower at 3.48% and 3.46% each.
The banking space saw AmBank 27NC22 move sharply lower
on yields at 3.19%.

Upcoming Government Bond Tender
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Daily Trades : Government Bond
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2.634
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2.847
2.978
3.016
3.066
3.058
3.041
3.172
3.214
3.266
3.229
3.573
3.629
2.678
2.660
2.678
2.700
2.699
2.737
2.759
2.747
2.772
2.797
2.867
2.839
2.929
3.009
2.908
2.971
3.101
3.059
3.103
3.227
3.304
3.627

339
186
61

102
23
193

122
158
86

26
32
51
21
10
29
82

338
21
53

466
61
62

200
60

629

125
10

40

96
40
110
210
140
33
325
53
50
178
30
30
30
10
332
985
20
270
20
280
50
170
150
7229

2.708
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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/mml/yyyy) MGS*
Lembaga Pembiayaan Perumahan Sektor Awarr  09/23 GG 2.901 230 3.345 27/11/2019 -44 22
Danalnfra Nasional Berhad 10/23 GG 2.803 15 2.851 13/02/2020 -5 12
Danalnfra Nasional Berhad 07/24 GG 2.931 115 2.900 17/02/2020 3 25
Lembaga Pembiayaan Perumahan Sektor Awarr  09/24 GG 2.941 170 3.509 17/07/2019 -57 24
Danalnfra Nasional Berhad 11/24 GG 2.940 130 2.955 13/02/2020 -2 24
Lembaga Pembiayaan Perumahan Sektor Awarr  04/25 GG 2.970 60 3.506 15/11/2019 -54 27
Lembaga Pembiayaan Perumahan Sektor Awarr 10/25 GG 2.980 5 3.325 14/01/2020 -35 21
Danalnfra Nasional Berhad 11/25 GG 2.951 15 2.984 14/02/2020 -3 18
Lembaga Pembiayaan Perumahan Sektor Awanr  09/26 GG 3.032 5 3.081 13/02/2020 -5 24
Lembaga Pembiayaan Perumahan Sektor Awanr  04/33 GG 3.300 60 3.301 25/02/2020 0 23
Prasarana Malaysia Berhad 12/33 GG 3.168 5 3.278 25/02/2020 -11 10
Prasarana Malaysia Berhad 08/34 GG 3.199 15 3.255 18/02/2020 -6 13
Prasarana Malaysia Berhad 12/35 GG 3.330 30 3.719 15/01/2020 -39 26
Lembaga Pembiayaan Perumahan Sektor Awarr ~ 10/38 GG 3.470 15 3.801 16/01/2020 -33 23
Lembaga Pembiayaan Perumahan Sektor Awarr ~ 04/39 GG 3.480 15 3.829 13/01/2020 -35 24
Lembaga Pembiayaan Perumahan Sektor Awarr  09/46 GG 3.699 40 3.659 20/02/2020 4 46
Danalnfra Nasional Berhad 11/49 GG 3.710 5 3.789 25/02/2020 -8 47
Sarawak Energy Berhad 01/22 AAA 3.034 10 3.046 14/02/2020 -1 39
Malaysia Airports Capital Berhad 12/22 AAA 3.064 30 3.393 31/01/2020 -33 42
Sarawak Energy Berhad 07/24 AAA 3.081 10 3.097 18/02/2020 -2 40
Danum Capital Berhad 02/25 AAA 3.057 5 3.070 19/02/2020 -1 36
Danum Capital Berhad 02/26 AAA 3.074 10 3.103 24/02/2020 -3 30
Sarawak Energy Berhad 06/26 AAA 3.128 50 3.142 21/02/2020 -1 36
Bakun Hydro Power Generation Sdn Berhad (fke  08/26 AAA 3.107 60 3.238 18/02/2020 -13 34
Sarawak Energy Berhad 01/27 AAA 3.128 30 3.299 11/02/2020 -17 33
Sabah Development Bank Berhad 11/20 AA1 3.171 10 317 54
MBSB Bank Berhad (fka Asian Finance Bank B¢~ 12/20 AAL 3.252 10 3.489 23/01/2020 -24 62
Sabah Development Bank Berhad 12/21 AAl 3.308 10 3.674 10/10/2019 -37 67
Public Islamic Bank Berhad 10/29 AAL 3.210 5 3.279 25/02/2020 -7 35
Kuala Lumpur Kepong Berhad 09/34 AAL 3.517 10 3.569 21/02/2020 -5 45
First Resources Limited 10/21 AA2 3.386 10 3.410 18/02/2020 -2 75
Imtiaz Sukuk Il Berhad 10/22 AA2 3.278 40 3.736 08/11/2019 -46 64
Country Garden Real Estate Sdn Berhad 03/22 AA3 4.429 5 4.401 21/02/2020 3 179
Country Garden Real Estate Sdn Berhad 05/22 AA3 4.440 5 4.421 18/02/2020 2 180
13M Corporation Berhad 06/22 AA3 3.485 5 3.575 29/01/2020 -9 85
Gamuda Berhad 03/23 AA3 3.463 10 3.823 27/11/2019 -36 82
BGSM Management Sdn Berhad 09/23 AA3 3.455 10 3.782 27/12/2019 -33 77
AmBank (M) Berhad 03/27 AA3 3.193 10 3.926 11/02/2020 -73 40
MMC Corporation Berhad 03/28 AA- 4.626 1 4.744 22/01/2020 -12 179
Edra Energy Sdn Berhad 07/32 AA3 4.023 5 3.969 20/02/2020 5 117
TG Excellence Berhad 02/20 AA- 3.900 172 3.950 25/02/2020 -5 66
MMC Corporation Berhad 04/27 AA- 4.481 10 4.757 15/01/2020 -28 169
DRB-Hicom Berhad 12/26 A+ 4.256 2 4.308 07/02/2020 -5 146
MNRB Holdings Berhad 03/29 Al 4.210 2 4.606 22/01/2020 -40 136
Quantum Solar Park (Semenanjung) Sdn Berhac  10/22 A+ 4.154 6 4.412 17/12/2019 -26 151
WCT Holdings Berhad 09/19 A 5.530 16 5.497 18/02/2020 3 229

1489

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

Market/Corporate News: What’s Brewing

Sime Darby Bhd is cautious about its prospects for the second half of its financial year
amid the worsening coronavirus disease (Covid-19) outbreak. Group chief executive officer
Datuk Jeffri Salim said although there has been a reduction of its business in China, it was
difficult to quantify it. According to him, it is too early to predict the full impact on the group’s
operations but the company is hopeful that its strong first half results will cushion the impact.
Some 40% of Sime Darby’s business is in China. If this (Covid-19) lasts for one to two years,
then we’re all in trouble. But like the SARS (severe acute respiratory syndrome) outbreak, it took
three to six months before things got back to normal. “It's very tricky and difficult to say if there is
any impact on us if any, ” he told a media briefing here on the group’s results for the first half of
the financial year 2020 (1HFY2020) yesterday. Without Covid-19, the group would have been
fairly confident especially with its strong mining business in Australia and a strong demand in
China in terms of equipment as the government is still spending money on infrastructure. “For
the smaller markets, Singapore is weak, Malaysia is okay, New Zealand is weak but overall
quite positive, ” Jeffri said. While vehicle sales in China are expected to be severely impacted,
the group expected the luxury segment to continue growing over the long-term with the
increasing higher-income population. Car sales are also expected to be impacted in Malaysia,
Singapore, Thailand and Australiasia and Hong Kong while a steady market is expected in New
Zealand for commercial vehicles. The conglomerate’s net profit for the second quarter ended
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Dec 31,2019 slid 11.04% year-on-year (y-o-y) from RM317mil to RM282mil. It would have
recorded a 50% jump in net profit if not for the recognition of a deferred tax credit of RM129mil
arising from the change in Real Property Gains Tax (RPGT) rates in the previous corresponding
period. The group’s revenue rose 8.34% y-0-y from RM9.42bil to RM10.21bil for the quarter. For
the half year ended Dec 31 last year, Sime Darby’s net profit dropped 2.58% y-0-y from
RM542mil to RM528mil while its revenue went up 7.76% y-o0-y from RM18.27mil to RM19.69bil.
Sime Darby announced an interim dividend of two sen per share. The group’s order book for the
industrial segment rose 15.4% to RM2.87bil as at Dec 31 last year from RM2.49bil on Sept 30.
“The order book reflects our business in Australia. “There is a significant demand for
metallurgical coal that is used to make steel. “Our miners in Australia are very busy and their
cost of production is relatively low so the demand for our equipment, parts and our service
remains very strong, ” Jeffri said, adding that there was also a new mine in Australia that
purchased machines from Sime Darby. He expected the segment to be fairly positive for at least
another year to a year and a half. Group chief financial officer Mustamir Mohamad said Sime
Darby’s total debt as of December 2019 rose 6.4% to RM5.7bil from September 2019 and the
group’s relatively low gearing ratio gave them a comfortable headroom for further expansion. On
the group’s plan to divest its 30% ownership in Tesco Malaysia, Jeffri said the stake will be sold
when the timing and opportunity is right, in the long run. “Tesco is not a core business for Sime
Darby and we're looking at exit opportunities for all our non-core businesses. “We have many
legacy non-core businesses and we’ve exited a lot of companies in China, our group shared
services business. So, quite a few more to go. “If we sell Tesco, our land and whatever non-core
that we have, we should generate quite a lot of cash, which we can use to pay off our loan,
invest in new businesses or pay out dividends, which I'm sure our shareholders will prefer, ” he
said.. (Source: The Star)

Petroliam Nasional Bhd (Petronas) has hinted at a bearish outlook for 2020. The short-
term headwind from the Covid-19 outbreak added pressure to the current low energy prices and
weak demand. Petronas is experiencing weaker demand in the current quarter, due to the
slowdown in China, the epicentre of the Covid-19 virus, said Petronas president and group chief
executive officer (CEO) Tan Sri Wan Zulkiflee Wan Ariffin. “Demand has really softened. [This
has affected] not only LNG (liquefied natural gas), but certain types of petrochemicals as well —
methanol, paraxylene, and derivatives,” said Wan Zulkiflee. However, the impact is also
dependent on how long the virus outbreak will last, he told the media at Petronas’ financial
results briefing here yesterday. “The whole industry was not prepared for this black swan event.
But this is not the first time that we go through this kind of price volatility, what is important for
Petronas is to have a resilient business model which can handle these headwinds,” the CEO
explained. China contributes about 6% of the group’s revenue, according to Wan Zulkiflee. The
ongoing geopolitical uncertainties, prolonged trade tensions and near-term demand disruptions
mainly due to the epidemic are also the headwinds, according to Petronas group chief financial
officer Tengku Muhammad Taufik Tengku Aziz. “The board expects that the financial
performance for the year 2020 will be affected by these factors,” Muhammad Taufik said at the
briefing. “Notwithstanding these challenges, Petronas remains focused on delivering operational
excellence and remains committed to our three-pronged strategy of maximising cash
generation, expanding core business, and stepping out into new ventures,” he added. According
to reports, China’s demand for LNG — which imported 96.56 million tonnes per annum (mtpa) in
2019 — could slow by around 13.6mtpa in the first half of 2020. It was reported in early
February that China National Offshore Oil Corp (CNOOC) has declared force majeure on LNG
contracts. Petronas has a long-term contract with CNOOC, the largest LNG importer in China, at
a volume of 3.03mtpa. Petronas sold 30.6 million tonnes of LNG in 2019, up 6% from 28.9
million tonnes in 2018. The soft oil market had taken a toll on the national oil company since last
year, which delivered its weakest annual and quarterly profit since 2016 for the financial year
ended Dec 31, 2019 (FY19). This was despite Petronas’ total oil and gas production increasing
by 1.91% to 2,406 kilo barrel of oil equivalent per day (kboe/d) from 2,361kboe/d in 2018, and
4% growth in sales volume entitlement to 1,751kboe/d in 2019, from 1,681 kboe/d the year
before. The uptick, Petronas said, was mainly attributable to higher liquid production
internationally, and higher natural gas production in Malaysia. This year, Petronas is expecting
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to increase its Malaysian production by about 5%, as it increases its domestic capital
expenditure (capex) allocation to between RM26 billion and RM28 billion this year with an
emphasis on upstream projects. The national oil firm has maintained its overall capex estimate
at RM50 billion for 2020. It spent RM47.8 billion in capex last year, up from RM46.9 billion in
2018. The group is also allocating 5% or around RM2.5 billion for renewable energy ventures.
Last year, Petronas launched its own rooftop solar solution in Malaysia, building on the
acquisition of Singapore-based solar energy solutions company Amplus Energy Solutions Pte
Ltd last year. Meanwhile, Wan Zulkiflee explained that Petronas’ re-entry into marginal field
development will start as an internal initiative, in order to determine its viability. “In the past, we
have issued risk-sharing contracts. At the moment, we are trying out within the Petronas group
first to see if it makes sense, whether there is sensible and equitable risk allocation. “Any
development of marginal or small fields, we will make sure there is value, and we will have fiscal
terms that would make sense for Petronas and contractors involved,” Wan Zulkiflee said. “We
need to make it attractive, and commercially viable for contractors to participate. If we don’t
develop, [the hydrocarbon] is stranded in the ground,” he added. In its latest Petronas Activity
Outlook report for 2020-2022, Petronas said it has launched a new licensing round for four
marginal field clusters. Bidding is open until May this year. The last time it initiated the marginal
oil field development locally was in 2013, when it opened its third risk-sharing contract licensing
round for 10 marginal fields. (Source: The EdgeMarkets)

Issuer PDS Description Rating/Outlook Action
Nil Nil Nil Nil

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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