OCBC TREASURY RESEARCH

Asian Credit Daily
Friday, August 16, 2019

Market Commentary

The SGD swap curve bull-flattened yesterday, with the shorter
tenors and belly traded 1-4bps lower, while the longer tenors
traded 7-13bps lower.

The Bloomberg Barclays Asia USD IG Bond Index average OAS
widened 1bps to 138bps while the Bloomberg Barclays Asia
USD HY Bond Index average OAS widened 21bps to 571bps.

Flows in SGD corporates were heavy, with large ticket flows in
CS 5.625%-PERPs, STANLN 5.375%-PERPs, SOCGEN 6.125%-
PERPs and UOBSP 3.58%-PERPs. We also saw flows in KITSP
4.75%-PERPs, KEPSP 3.66%'29s, WINGTA 4.48%-PERPs,
TMGSP 4.8%'22s, CMZB 4.2%’28s and ESRCAY 6.75%’22s.

10Y USTs fell S5bps to close at 1.53%, as the risk-off sentiment
continued amid persistent concerns about global trade
tensions and slowdown in economic growth around the world.
Spread between 3-month treasury bills and 10-year treasury
notes remains inverted, with the spread narrowing to -35bps.

Credit Summary:

= Australia & New Zealand Banking Group Ltd | Positive (2): ANZ released its Pillar 3 update for the
qguarter ended 30 June 2019. Level 2 (or group level) APRA compliant CET1 ratio as at 30 June 2019
was 11.8%, up 30bps from 11.5% as at 31 March 2019. 3QFY2019 loan provision charge of
AUD290mn was flat against the 1HFY2019 quarterly average, although 90+days past due loan
balances rose 11.5% q/q. Exposure to Australia home loans continued to reduce down 0.7% q/q.
These announcements are consistent with our Positive (2) issuer profile on ANZ.
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Credit Headlines
Australia & New Zealand Banking Group Ltd (“ANZ”) | Issuer Profile: Positive (2)

= ANZ has released its Pillar 3 update for the quarter ended 30 June 2019, which includes information
on capital, credit quality and performance of its housing exposures.

= The Level 2 (or group level) APRA compliant CET1 ratio as at 30 June 2019 was 11.8%, up 30bps from
11.5% as at 31 March 2019 due to earnings and asset sales which offset dividends. Including a 20bps
positive impact from announced divestments (OnePath P&I, Cambodia JV and PNG Retail,
Commercial and SME business) and negative impacts from APRA capital changes (Risk Weighted
Asset floor on New Zealand mortgage and farm lending portfolio, Counterparty Credit Risk changes,
operational risk capital changes), the proforma CET1 ratio was stable g/q at 11.5%.

= Loan quality appears under some pressure although the total 3QFY2019 provision charge of
AUD209mn was flat against the 1HFY2019 quarterly average as individual provisions rose 35.8%,
increasing g/q for the fourth straight quarter. Impaired loans balances under the Advanced Internal
Rating Based remained broadly stable to slightly improved g/q although 90+ days past due loan
balances rose 11.5%, mostly in residential mortgages. According to ANZ, changes in the classification
of certain home loans and collateral valuation methodology for the Australian home loan portfolio
will result in some of the 90+ days past due loans being classified as impaired from July 2019
onwards.

= Finally for Australia home loans exposures, the portfolio continued to reduce down 0.7% g/q due to a
1.8% drop in investor loans and a 0.2% drop in owner occupied loans. Following changes in processes,
management has indicated that performance of this segment has improved at the start of 4QFY2019.

= As per APRA’s recently announced proposal to improve the loss absorbing capacity for banks in early
July, ANZ expects to issue around AUD12bn in Tier 2 capital to meet the proposed 3% increase in
total capital by January 2024 using risk weighted assets as at 31 March 2019. So far, ANZ has raised
AUD1.75bn of this amount.

= These announcements are consistent with our Positive (2) issuer profile on ANZ. (Company, OCBC)
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Key Market Movements

1W chg 1M chg

16-Aug (bps) (bps) 16-Aug 1Wchg 1IMchg
iTraxx Asiax IG 72 6 8 Brent Crude Spot ($/bbl) 58.42 -0.19% -9.22%
iTraxx SovX APAC 45 2 6 Gold Spot ($/0z) 1,526.73 1.99% 8.57%
iTraxx Japan 64 1 5 CRB 170.03 -0.17% -5.58%
iTraxx Australia 72 3 9 GSCI 39452 0.07% -6.74%
CDX NA IG 62 3 8 VIX 21.18 25.25% 64.70%
CDX NA HY 105 -1 -2 CT10 (bp) 1.507% -23.80 -59.59
iTraxx Eur Main 56 -1 6
iTraxx Eur XO 288 6 42 AUD/USD 0.678 -0.13% -3.35%
iTraxx Eur Snr Fin 72 -1 11 EUR/USD 1.110 -0.88% -0.97%
iTraxx Sovx WE 20 1 5 USD/SGD 1.389 -0.30% -2.22%
USD Swap Spread
10Y -12 0 -5
gOSYD SNED SIS g 0 7 DJIA 25579 -3.03% -6.42%
gs Ml fele) 33 8 10 SPX 2,848 -3.08% -5.21%
pread
Euro Libor-0OIS .
- 0, - 0,
Spread 8 2 2 MSCI Asiax 597 0.88% 8.79%
HSI 25,495 -2.39% -10.92%
China 5Y CDS 55 5 13 STI 3,126 -1.40% -6.96%
Malaysia 5Y CDS 61 3 10 KLCI 1,600 -0.27% -4.11%
Indonesia 5Y CDS 100 7 15 JCI 6,258 -0.27% -2.25%

Thailand 5Y CDS 33 0 -2 Source: Bloomberg
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New Issues

&) oCcBC Bank

= Qingdao Jimo District Urban Development Investment Co. Ltd has priced a USD300mn 3-year bond at
4.9%, tightening from IPT of 5.5% area.

= Hanhui International Ltd (Guarantor: Shandong Guohui Investment Co., Ltd) has priced a USD300mn
3-year bond at 4.37%, tightening from IPT of 4.7% area.

Date

15-Aug-19

15-Aug-19

14-Aug-19

13-Aug-19

13-Aug-19

9-Aug-19

8-Aug-19

8-Aug-19

1-Aug-19

1-Aug-19

31-Jul-19

30-Jul-19

30-Jul-19

30-Jul-19

Issuer

Qingdao Jimo District Urban
Development Investment Co. Ltd

Hanhui International Ltd

Greenko Mauritius Ltd

Orient Securities Co., Ltd

Zhenro Properties Group Ltd

Excellence Commercial Management Ltd

Dongxing Voyage Co. Ltd

Changde Economic Construction
Investment Group Co., Ltd

Central China Real Estate Ltd

Sinopec Group Overseas Development
(2018) Ltd

Fantasia Holdings Group Company Ltd

China Aoyuan Group Ltd

Dexin China Holdings Company Ltd

Lotte Property & Development Co., Ltd

Size

UusSD300mn

uUuSD300mn

USD350mn

usSD300mn

USD110mn

USD150mn

usD400mn

USD200mn

usSD300mn

uUSD800mn

USD700mn
USD500mn

usD100mn

UsSD250mn

USD200mn

UusSD300mn

Tenor

3-year

3-year

3.5NC1.5

3-year FRN

ZHPRHK 9.15%'22s

3-year

5-year

3-year

3NC2

5-year
10-year
30-year

FTHDGR
11.75%’22s

CAPG 7.95%'23s

2-year

3-year FRN

Pricing

4.9%

4.37%

6.25%

6M-US
LIBOR+125bps

8.55%

6.8%

T+180bps

6.6%

7.25%

T+88bps
T+110bps
3.68%

12.4%

6.5%

14.0%

3M-US
LIBOR+77.5bps

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).

Co.Reg.no.:193200032W
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