
 
 

Market Commentary  

 The SGD swap curve bull-flattened yesterday, with the shorter 
tenors traded 3-5bps lower, while the belly and longer tenors 
traded 6-7bps lower.  

 The Bloomberg Barclays Asia USD IG Bond Index average OAS 
widened 1bps to 127bps, and the Bloomberg Barclays Asia 
USD HY Bond Index average OAS widened 5bps to 502bps. 
The HY-IG Index spread widened 4bps to 375bps. 

 There were no significant bond flows yesterday. 

 10Y UST Yields fell by 5bps to 1.89%, as optimism on trade 
progress between the US and China fades, with trade talks 
reportedly hitting a snag over farm purchases. 
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Credit Summary:  

 ABN Amro Bank N.V. | Neutral (3): ABN announced its 3Q2019 and 9M22019 results with operating 
profit before tax down 25% y/y and 16% q/q to EUR742mn. ABN’s overall credit profile remains 
supported by its solid capital position with its CET1 ratio at 18.2% as at 30 September 2019, up from 
18.0% as at 30 June 2019 and down from 18.4% as at 31 December 2018. 

 Olam International Ltd | Neutral (5): OLAM announced its 3Q2019 results. Gross revenue was up 
0.2% y/y to SGD8.3bn while reported EBITDA was up 25.2% y/y to SGD286.9mn. Unadjusted net 
gearing (including lease liabilities) was 1.43x as at 30 September 2019. For now we maintain Olam’s 
issuer profile at Neutral (5). 

 Hotel Properties Ltd | Neutral (4): HPL reported 3Q2019 results. Revenue rose 3.1% y/y to 
SGD133.6mn, though profit before tax fell 73.3% y/y to SGD5.6mn. Net gearing rose q/q to 39.4% 
(2Q2019: 34.5%). We believe short term liquidity to be manageable, and we continue to hold HPL at 
Neutral (4) Issuer Profile. 

 Golden Agri-Resources Ltd | Neutral (5): GGR reported 3Q2019 results. 3Q2019 revenue fell 15.0% 
y/y to USD1.6bn, while reported EBITDA was down 18.9% y/y to USD107mn. However, we take 
comfort that on a q/q basis, revenue and reported EBITDA had grown 0.9% and 38.4% respectively. 
Unadjusted net gearing (without adding lease liabilities which is not significant at GGR) was 0.68x. We 
maintain GGR’s issuer profile at Neutral (5).  

 

https://www.ocbc.com/group/research/credit research/asian-credit-daily.html
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ABN Amro Bank N.V. (“ABN”) | Issuer Profile: Neutral (3) 

 ABN announced its 3Q2019 and 9M22019 results with operating profit before tax down 25% y/y and 
16% q/q to EUR742mn. The y/y comparison was driven by a 9% fall in operating income (stable net 
interest income and net fee and commission income while other operating income fell 77%) while 
operating expenses rose 2% and impairment charges rose 6%. For the relatively better q/q 
performance, a fall in operating expenses (-5% q/q) and impairment charges (-13% q/q) offset 
continued weakness in operating income (-9% q/q).      

 Weaker overall operating income performance was due to weaker other operating income due to 
inclusion of divestments in 3Q2018 (Public Sector Loan portfolio) as well as weaker performance in 
equity participation results and valuation adjustments CVA/DVA/FVA which ABN terms as volatile items. 
At the same time, net interest income was stable y/y while weaker q/q due to net interest margin 
movements while overall net interest income benefited from corporate loan growth mostly in 
Commercial Banking. 

 Other expenses drove the y/y and q/q operating expense performance. For y/y, the increase was due to 
provisions for the customer due diligence remediation program in Commercial Banking, SME 
derivatives-related issues, higher regulatory levies and detecting financial crime related costs. 

 Impairment charges on financial instruments rose y/y marginally in Retail and Private Banking to offset 
falls in Commercial Banking and Corporate & Institutional Banking. This led to a mild rise in the cost of 
risk (expressed as annualised impairment charges divided by average customer loans and advances) to 
16bps in 3Q2019 (15bps in 3Q2018) but still below the through-the-cycle level of 25-30bps. On segment 
basis for 3Q2019, cost of risk remains very low in Residential Mortgages (1bps) and Consumer Loans 
(3bps) and highest in Corporate Loans (40bps). Other loan quality metrics appear relatively stable and 
still at low levels with the Stage 3 impaired ratio at 2.4% as at 30 September 2019, up marginally from 
2.3% as at 30 June 2019 and 2.2% as at 31 December 2018. The past due ratio also weakened marginally 
q/q to 1.2% from 1.1% but is improved from 31 December 2018 (1.3%) with q/q performance driven by 
higher past due ratio in Consumer loans. 

 ABN’s overall credit profile remains supported by its solid capital position with its CET1 ratio at 18.2% as 
at 30 September 2019, up from 18.0% as at 30 June 2019 and down from 18.4% as at 31 December 
2018. Q/q improvement was due to stable CET1 capital and a q/q fall in risk weighted assets from lower 
credit and operational risk weighted assets following the sale of Private Banking Channel Islands and 
equensWorldline in Group Functions. The CET1 ratio remains within the bank’s capital target range of 
17.5%-18.5%. The CET1 ratio is also well above the 2019 Maximum Distributable Amount (MDA) trigger 
level of 11.84% comprising the 2019 11.75% Supervisory Review and Evaluation Process requirements 
and a 0.09% counter-cyclical buffer.  

 As previously announced, ABN is under investigation with regards to requirements under the Dutch Act 
on prevention of money laundering and financing of terrorism. The investigation relates to possible 
failures to report suspicious client transactions under anti-money laundering laws. No new details were 
provided as to completion timing or financial impact. We previously mentioned that we expect the 
credit impact of this investigation to be muted. That being said, we expect a more enduring impact to 
be on ABN’s ongoing operating expenses as seen in the 3Q2019 results with higher costs related to 
customer due diligence, regulatory levies and detecting financial crime. This resulted in the cost to 
income ratio in 3Q2019 rising slightly q/q to 59.4% following a period where the ratio was declining and 
remaining above its 56-58% target range. The cost to income ratio was also lower at 52.9% in 3Q2018.  

 We are keeping the Neutral (3) rating on ABN recognizing its solid capital position which buffers against 
expected earnings pressures. (Company, OCBC, Bloomberg) 

 

 

 

https://www.ocbc.com/assets/pdf/credit research/asian credit daily/2019/ocbc asian credit daily - 27 sep 2019.pdf
https://www.ocbc.com/assets/pdf/credit research/asian credit daily/2019/ocbc asian credit daily - 27 sep 2019.pdf
https://www.ocbc.com/assets/pdf/credit research/asian credit daily/2019/ocbc asian credit daily - 27 sep 2019.pdf
https://www.ocbc.com/assets/pdf/credit research/asian credit daily/2019/ocbc asian credit daily - 27 sep 2019.pdf
https://www.ocbc.com/assets/pdf/credit research/asian credit daily/2019/ocbc asian credit daily - 27 sep 2019.pdf
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Olam International Ltd (“OLAM”) | Issuer Profile: Neutral (5)  

 OLAM announced its 3Q2019 results. Gross revenue was up 0.2% y/y to SGD8.3bn while reported 
EBITDA was up 25.2% y/y to SGD286.9mn. The y/y increase in EBITDA was driven by Commodity 
Financial Services (“CFS”) which reported EBITDA at SGD1.8mn versus a loss before interest, tax 
depreciation and amortisation of SGD31.5mn in 3Q2018, Food Staples & Packaged Foods (up 17.7% 
y/y) and Edible Nuts and Spices (up 38.2% y/y). The remaining two segments, namely Industrial Raw 
Materials, Infrastructure & Logistics (was down 16.4% y/y) while Confectionary and Beverage grew by 
1.0% y/y.  

 Nonetheless, the overall reported EBITDA was also boosted by the adoption of SFRS(1) 16, on a like-
for-like basis (removing the SFRS(1) 16 impact), reported EBITDA would have increased by 14.3% y/y 
instead to SGD261.8mn.  

 Finance costs increased by 15.3% y/y to SGD165.4mn though in part driven by adoption of SFRS(1) 
16. On a like-for-like basis, the increase was attributable to increase in higher benchmark interest 
rates given that average debt balance at OLAM had declined y/y. Resultant reported 
EBITDA/reported interest cost which includes the cost in relation to lease liabilities was 1.7x (2Q2019: 
1.9x), with third quarter being a historically seasonally weak quarter.  

 Unadjusted net gearing (including lease liabilities) was 1.43x as at 30 September 2019, higher than 
the 1.33x as at 30 June 2019. This was mainly due to the large debt repayment, with net repayment 
of debt (after adjusting borrowings) at SGD750.2mn, mainly utilising OLAM’s cash balance given that 
quarterly working capital needs were high versus the previous quarter.  

 On 31 October 2019, OLAM had completed the acquisition of Dangote Flour Mills (“DFM”) for 
N130bn (~USD361mn/~SGD491.5mn). We note that OLAM had acquired this business in a bid to 
consolidate market share in Nigeria though we think it is too early to tell if OLAM would be able to 
turnaround the business. In October 2019 also, OLAM announced that it will be acquiring Hughson 
Nut Inc (“Hughson”), an almond processor and ingredient manufacturer for a total enterprise value of 
USD54.0mn (~SGD73.6mn). We think these would drive unadjusted net gearing (including lease 
liabilities) higher to ~1.5x.  

 OLAM’s holds a ~17%-stake in PureCircle Ltd (“PureCircle”), a London listed stevia company. As of 
writing, the shares of PureCircle are suspended, pending investigation into potential issues on 
inventory valuation while its CFO had resigned as of 12 November 2019. As at 30 September 2019, 
OLAM’s stake in this company is booked at SGD101.7mn (within long term investment). We do not 
factor in contribution from PureCircle into our issuer profile as such see this as a credit neutral event. 
That being said, should OLAM need to write this investment off, this is likely to result in a non-cash 
loss. For now we maintain Olam’s issuer profile at Neutral (5) though would lower this, should OLAM 
diverge from its capex and divestment plans. Per its 2019-2024 Strategic Plans, OLAM has a planned 
investment of USD3.5bn (USD1.0bn in maintenance capex) while it aims to divest businesses to 
release USD1.6bn. (Company, OCBC) 
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Hotel Properties Ltd (“HPL”) | Issuer Profile: Neutral (4) 

 HPL reported 3Q2019 results. Revenue rose 3.1% y/y to SGD133.6mn with better performance of 
resorts in Indonesia though revenue from Maldives fell due to refurbishment of water villas in Four 
Seasons Resort Maldives in Landaa Giraavaru. 

 Profit before tax though fell 73.3% y/y to SGD5.6mn, mainly due to decline in contribution from 
associates and jointly controlled entities (fell from SGD22.1mn to SGD10.0mn) due to lower profits 
from Burlington Gate, London. 

 Net gearing rose q/q to 39.4% (2Q2019: 34.5%) due to cash outflow from addition investments of 
SGD64.5mn (of which the nature is not disclosed), SGD25.1mn deposits placed for investments which 
we think may be used for acquisition of hotels and SGD32.4mn investment in associates and jointly 
controlled entities, which may be attributable to the Paddington Square in London (70%-owned by 
HPL, to be developed into 360k sq ft of office and 78k sq ft of retail) which commenced construction 
worth GBP825mn in Aug 2019 and Bankside Yards in London (30%-owned by HPL, to be developed 
into 1.4mn sq ft of office, residential and retail worth GBP1bn). 

 While short-term borrowings has increased q/q to SGD257.1mn (2Q2019: SGD97.9mn), we believe 
this can be managed with the recent issuance of SGD160mn HPLSP 4.4% PERP and SGD88.0mn cash 
on hand while operating cashflow remains healthy at SGD49.2mn (3Q2018: SGD39.8mn). We 
continue to hold HPL at Neutral (4) Issuer Profile. (Company, OCBC) 

 

Golden Agri-Resources Ltd (“GGR”) | Issuer Profile: Neutral (5)  

 GGR reported 3Q2019 results. 3Q2019 revenue fell 15.0% y/y to USD1.6bn, mainly due to the decline 
in both of GGR’s core segments with Plantations and palm oil mills (down 14.5% y/y) and Palm and 
laurics and others (down 15.0% y/y). Reported EBITDA was down 18.9% y/y to USD107mn.  

 However, we take comfort that on a q/q basis, revenue and reported EBITDA had grown 0.9% and 
38.4% respectively. For 9M2019, CPO Free on Board (“FOB”) prices were 18% y/y lower at 
USD494/MT while palm product output was down by 5% y/y. In 3Q2019 though, CPO FOB price had 
increased 2% q/q while palm product output had increased 25% q/q, helping to pull up q/q results. 
Reported EBITDA/Interest improved to 2.5x (2Q2019: 1.9x) though lower than 3Q2018’s 3.0x.  

 Unadjusted net gearing (without adding lease liabilities which is not significant at GGR) was 0.68x (30 
June 2019: 0.67x) as a function of higher debt taken during the quarter which we think went to part 
fund capex of USD131.7mn. In 3Q2019, GGR spent USD74.6mn on property, plant and equipment 
capex though spent another USD44.4mn on investments in financial assets.  

 As at 30 September 2019, GGR faces short term debt of USD1.7bn, representing 56% of total debt, 
significant though within the company’s historical range and we expect the company to seek 
refinancing of such debt. We estimate ~ USD1.0bn is for working capital and think these would be 
rolled-over. We maintain GGR’s issuer profile at Neutral (5).  
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Key Market Movements 

  
14-Nov 

1W chg 

(bps) 

1M chg 

(bps) 
  14-Nov 1W chg 1M chg 

iTraxx Asiax IG 66 3 -9 Brent Crude Spot ($/bbl) 62.54 0.40% 5.37% 

iTraxx SovX APAC 30 1 -4 Gold Spot ($/oz) 1,463.11 -0.37% -2.02% 

iTraxx Japan 55 0 -6 CRB 180.31 -0.98% 2.43% 

iTraxx Australia 58 2 -7 GSCI 418.03 0.26% 3.15% 

CDX NA IG 52 1 -4 VIX 13 -0.76% -16.56% 

CDX NA HY 107 0 0 CT10 (%) 1.877% -3.99 14.84 

iTraxx Eur Main 49 1 -6   

iTraxx Eur XO 235 3 -10 AUD/USD 0.680 -1.46% 0.32% 

iTraxx Eur Snr Fin 59 2 -4 EUR/USD 1.100 -0.44% -0.24% 

iTraxx Eur Sub Fin 123 7 -8 USD/SGD 1.364 -0.44% 0.44% 

iTraxx Sovx WE 12 0 0 AUD/SGD 0.927 1.04% 0.13% 

USD Swap Spread 10Y  -10 -1 -2 ASX 200  6,720 -0.10% 1.17% 

USD Swap Spread 30Y -39 -1 -2 DJIA 27,784 1.06% 3.72% 

US Libor-OIS Spread 36 2 1 SPX 3,094 0.56% 4.31% 

Euro Libor-OIS Spread 6 1 1 MSCI Asiax 648 -2.83% 3.06% 

  HSI 26,332 -5.44% -0.72% 

China 5Y CDS 40 4 -4 STI 3,228 -1.76% 3.32% 

Malaysia 5Y CDS  42 4 -8 KLCI 1,596 -0.85% 1.79% 

Indonesia 5Y CDS 74 2 -13 JCI 6,107 -0.96% -0.33% 

Thailand 5Y CDS 26 0 -3 EU Stoxx 50 3,700 0.29% 4.03% 

Australia 5Y CDS 17 0 -3 Source: Bloomberg 

OCBC TREASURY RESEARCH 
Asian Credit Daily 
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New Issues 

 Fantasia Holdings Group Co., Ltd (Subsidiary Guarantors:  Certain non-PRC subsidiaries of the Issuer) 
priced a USD150mn re-tap of its existing FTHDGR 12.25%'22s at 13.7%, tightening from IPPT of 
13.875% area.  

 ICBCIL Finance Co. Limited (Keepwell and Liquidity Support Deed/Deed of Asset Purchase 
Undertaking Provider: ICBC Financial Leasing Co., Ltd) priced a USD600mn 5-year green FRN at 3m-US 
LIBOR+105bps, tightening from IPT of 3m-US LIBOR+140bps area.  

 Nanyang Commercial Bank, Limited priced a USD700mn 10NC5 Tier 2 bonds at T+218bps, tightening 
from IPT of T+245bps area.  

 Tata Motors Limited priced a USD300mn 5.5-year bond at 5.875%, in line with IPT.  

 Mapletree Commercial Trust priced a SGD250mn 10-year bond at 3.05%, tightening from IPG of 3.2% 
area. 

OCBC TREASURY RESEARCH 
Asian Credit Daily 

Date Issuer Size Tenor Pricing 

13-Nov-19 Fantasia Holdings Group Co., Ltd  USD150mn  FTHDGR 12.25%'22s  13.7% 

13-Nov-19 ICBCIL Finance Co. Limited  USD600mn  5-year FRN 
3m-US 

LIBOR+105bps 

13-Nov-19 Nanyang Commercial Bank, Limited USD700mn  10NC5  T+218bps 

13-Nov-19 Tata Motors Limited  USD300mn  5.5-year  5.875% 

13-Nov-19 Mapletree Commercial Trust  SGD250mn  10-year  3.05% 

12-Nov-19 Doosan Infracore Co., Ltd  USD300mn  3-year  T+60bps 

12-Nov-19 Hongkong Ideal Investment Limited USD40mn  BJHKWY 14.75%'22s  14.75% 

11-Nov-19 RKPF Overseas 2019 (E) Limited USD300mn  NC5-Perpetual  7.75% 

11-Nov-19 Dexin China Holdings Company Limited  USD100mn  
DEXICN 

12.875%'21s 
13.875% 

11-Nov-19 XI HAI AN 2019 LIMITED USD300mn  3-year  3.9% 

7-Nov-19 Redsun Properties Group Limited  USD150mn  REDSUN 9.95%'22s 12.7% 

7-Nov-19 Huarong Finance 2019 Co., Ltd  
USD500mn  
USD500mn  

5-year 
10-year  

T+160bps  
T+200bps  

7-Nov-19 
Changsha Pilot Investment Holdings 

Group Co., Ltd  
USD350mn  3-year  3.8% 

7-Nov-19 City Development Company of LanZhou  USD300mn  3-year 4.15% 

Source: OCBC, Bloomberg 
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