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Credit Headlines: Singapore Airlines Ltd

Market Commentary

The SGD swap curve flattened yesterday, with swap rates for the shorter tenors trading 1-2bps lower while the longer tenors traded 2-4bps lower.
Flows in SGD corporates were light yesterday.

The Bloomberg Barclays Asia USD IG Bond Index average OAS was stable at 147bps while the Bloomberg Barclays Asia USD HY Bond Index average
OAS widened 11bps to 582bps.

10Y UST vyields rose 2bps to 2.86% in the earlier part of the trading session due to strong investor demand for the sale of the USD22bn 10-year notes by
the US Treasury Department on Wednesday. Yields subsequently fell 3bps to 2.83% as growing trade tensions between China and the United States
spurred demand for safe havens before recovering 2bps to close at 2.85%.

Credit Headlines:

Singapore Airlines Ltd (“SIA”) | Issuer Profile: Neutral (3)

Vistara, the 49:51 joint venture between SIA and Tata Group (a major India-based conglomerate) has places orders for 19 aircrafts with Airbus and
Boeing, the combined order is valued at USD3.1bn (~SGD4.2bn), though this excludes discounts.

This order is intended to expand Vistara’s local operations and start international flights out of India within the year. Vistara will also be leasing more
aircraft for its expansion.

While the discount on the purchase is not shared, we expect it to be significant given Vistara being partly owned by SIA, a global airline and significant
customer of both Airbus and Boeing. Assuming a 40% discount, Vistara will need to pay USD1.9bn (~SGD2.5bn) for the aircraft.

We expect this funding will need to come from Vistara’s owners (or at the very least corporate guarantees given that the joint venture itself is yet to be
profitable. Assuming a proportionate contribution based on their shareholdings, we estimate that SIA would need to fund USD911mn (~SGD1.2bn) of the
cost.

In May 2018, SIA shared that its capex plan for the year ended March 2019 (“FY2019”) was SGD6.2bn (92% for aircraft) and on average for the five
years between FY2019 to FY2023, SIA may spend SGD5.7bn p.a. The amounts that Vistara will spend form this purchase are outside of this capex plan.
We expect SIA’s net gearing levels to increase significantly within the next 12months as cash flow generated from operations (“CFQ”) is insufficient to
fund the large capex needs and simultaneously sustain its dividend payments at current levels. In FY2018, SIA’s CFO before interest expense was
SGD2.6bn. For now, we are maintaining SIA’s issuer profile at Neutral (3) as SIA’s gearing levels are starting from a low base. As at 31 March 2018,
SIA”s adjusted net gearing was 0.04x. (OCBC, Bloomberg)
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Table 1: Key Financial Indicators
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74.05
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13.63
2.849%
7
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38
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4

24,700
2,774
664
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3,249
1,689
5,893
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-4.32%
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-15.55%
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2.17%
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0.99%
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Source: OCBC, Bloomberg
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New issues

» Agile Group Holdings Ltd has priced a USD200mn 3NC2 bond (guaranteed by certain restricted subsidiaries of Agile Group Holdings Ltd outside of
the PRC) at 8.5%, in line with its initial price guidance.

 CDBL Funding 2 has priced a USD500mn 3-year FRN (guaranteed by Metro Excel Ltd, keepwell and asset purchase deed provider: China

Development Bank Financial Leasing Co Ltd) at 3mL+115bps, tightening from its initial price guidance of 3mL+140bps area.

* American Honda Finance Corp has priced a USD1.75bn deal across three tranches, with the USD500mn 2-year bond priced at CT2+50bps,
tightening from its initial price guidance of CT2+60bps area; the USD750mn 2-year FRN priced at 3mL+26bps, in line with its initial price guidance

and the USD500mn 5-year bond priced at CT5+75bps, tightening from its initial price guidance of CT5+85-90bps area.

Issuer

Pricing
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Agile Group Holdings Ltd
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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 I, as implemented in
any jurisdiction).
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