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Credit Headlines: Sembcorp Marine Ltd

Market Commentary

.

The SGD swap curve flattened last Friday, with swap rates for the shorter tenors trading around 1-2bps lower while the longer tenors traded 1-3bps
lower.

Flows in SGD corporates were heavy last Friday.

The Bloomberg Barclays Asia USD IG Bond Index average OAS tightened 1bps to 144bps while the Bloomberg Barclays Asia USD HY Bond Index
average OAS tightened 7bps to 524bps.

Overall, 10Y UST vyields rose 5bps to close at 2.89% on the back of mounting fears that US President Donald Trump’s criticism on the rate hikes would
encourage the Fed to slow down the pace of rate hikes and possibly contribute to an overheating economy.

Credit Headlines:

Sembcorp Marine Ltd (“SMM”) | Issuer Profile: Unrated

SMM (a 61%-owned subsidiary of Sembcorp Industries Ltd (“SCI”), Issuer profile: Neutral (4)) announced its 2Q2018 results. Revenue was up 150.8%
yly to SGD1.6bn mainly due to higher revenue recognition for rigs & floaters (2 jack-up rigs delivered to Borr Drilling) and sale of a semi-submersible rig,
the West Rigel.

In 2Q2018, SMM recognised a gross loss of SGD47.1mn (2Q2017 gross profit: SGD73.0mn) mainly due to the loss on the sale of the semi-submersible
(loss of SGD27.0mn), lower overall business volume of rigs, floaters and offshore platforms).

Cash flow from operations before taking into account of interest and tax was an outflow of SGD69.3mn against an outflow of SGD225.9mn in 2Q2017. In
contrast, interest payments was SGD24.4mn, down 6.3% Yyly. Investing outflows was SGD61.7mn while net repayment of debt was SGD4.8mn and
dividends paid was SGD20.9mn. The cash gap at SMM was funded via the drawdown of existing cash balance. SMM begun the period with SGD1.02bn
of cash though this had reduced to SGD848.0mn by 30 June 2018.

As at 30 June 2018, resultant net gearing was higher at 1.3x versus 1.1x in the previous quarter. Total net orderbook was SGD4.15bn (excluding the
Sete Brasil drillship contracts which are suspended).

While global exploration and production capex has increased, the rig market which SMM has traditionally focused on remains oversupplied. We continue
to see the Utilities segment as the main driver at SCI for the next 6 months. (Company, OCBC)

Page 1



Asian Credit Daily

QQOCBC Bank

Table 1: Key Financial Indicators
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New issues

* Export-Import Bank of China has priced a USD300mn 5-year bond at 3mL+70bps.

* Malayan Banking Bhd has priced a USD280mn 5-year bond at 3mL+90bps.

* Orient Huizhi Ltd has priced a USD750mn 4.5-year bond at CT4+170bps.

* Weifang Urban Construction and Development Investment Group Co Ltd has scheduled for investor meetings from 23 July for its potential USD bond

issuance.

Date Issuer Size Tenor Pricing
20-Jul-18 Export-Import Bank of China USD300mn 5-year 3mL+70bps
20-Jul-18 Malayan Banking Bhd usD280mn 5-year 3mL+90bps
19-Jul-18 Orient Huizhi Ltd USD750mn 4.5-year CT4+170bps
19-Jul-18 Agile Group Holdings Ltd (re-tap) usb400mn AGILE 8.50%'21s 100
19-Jul-18 SF Holding Investment Ltd uSD500mn 5-year CT5+140bps
19-Jul-18 Export-Import Bank of China UsSD200mn 3-year 3mL+60bps
18-Jul-18 Korea Hydro & Nuclear Power Co Ltd usD600mn 5-year CT5+112.5bps
18-Jul-18 Industrial & Commercial Bank of China Ltd/Hong Kong USD150mn 2-year 3mL+70bps
17-Jul-18 United Overseas Bank Ltd AUD600mMnN 3.5-year 3mBBSW+81bps
17-Jul-18 Housing and Development Board SGD700mn 5-year 2.42%
17-Jul-18 Mitsubishi UFJ Financial Group Inc UsD750mn 3-year CT3+85hps
17-Jul-18 Mitsubishi UFJ Financial Group Inc USD750mn 3-year 3mL+65bps
17-Jul-18 Mitsubishi UFJ Financial Group Inc USD1bn 5-year CT5+100bps
17-Jul-18 Mitsubishi UFJ Financial Group Inc usD800mn 5-year 3mL+86bps
17-Jul-18 Mitsubishi UFJ Financial Group Inc USD500mn 20-year CT20+132bps
17-Jul-18 Mitsubishi UFJ Financial Group Inc (re-tap) uSD800mn MUFG 3.961%’'28s CT10+120bps

Source: OCBC, Bloomberg
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in part to any other person without our
prior written consent. This publication should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned
herein. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the future or likely
performance of the securities/instruments. Whilst the information contained herein has been compiled from sources believed to be reliable and we have taken all
reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee and we make no
representation as to its accuracy or completeness, and you should not act on it without first independently verifying its contents. The securities/instruments mentioned in
this publication may not be suitable for investment by all investors. Any opinion or estimate contained in this report is subject to change without notice. We have not given
any consideration to and we have not made any investigation of the investment objectives, financial situation or particular needs of the recipient or any class of persons,
and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any
class of persons acting on such information or opinion or estimate. This publication may cover a wide range of topics and is not intended to be a comprehensive study or to
provide any recommendation or advice on personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific advice
concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your specific investment
objectives, financial situation or particular needs before you make a commitment to purchase the investment product. OCBC Bank, its related companies, their respective
directors and/or employees (collectively “Related Persons”) may or might have in the future interests in the investment products or the issuers mentioned herein. Such
interests include effecting transactions in such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC Bank
and its Related Persons may also be related to, and receive fees from, providers of such investment products.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute, deliver a copy of or
otherwise disclose in any way all or any part of this report or any information contained herein (such report, part thereof and information, “Relevant Materials”) to any
person or entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”)
in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant
Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments
Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II"), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be liable
or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID II, as implemented in
any jurisdiction).
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