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Market Commentary

= The SGD swap curve bear-steepened last Friday, with the Credit Research

shorter tenors traded 1-3bps higher, while the longer tenors

(>5yr) traded 3-4bps higher. Andrew Wong
+65 6530 4736

WongVKAM@ocbc.com

= The Bloomberg Barclays Asia USD |G Bond Index average OAS
tightened 2bps to 127bps while the Bloomberg Barclays Asia
USD HY Bond Index average OAS tightened 12bps to 514bps. Ezien Hoo, CFA

* Flows in SGD corporates were heavy, with large ticket flows in 165 6722 2215
F 4.125%'24. We also saw flows in UBS 485%-PERPS, UOBSP Ez|enH00@ocbccom
3.58%-PERPs, FPLSP 4.98%-PERPs and MAPLSP 3.15%’31s.

= 10Y USTs yields gained 13bps to close at 1.898%, after the US ~ Wong Hong Wei, CFA
released better than expected retail sales data, dampening +65 6722 2533
demand for safe haven treasuries. Spread between 3-month WongHongWei@ocbhc.com
treasury bills and 10-year treasury notes remains inverted,
with the spread narrowing to -6bps. Seow Zhi Qi
+65 6530 7348
zhigiseow@ochc.com

Credit Summary:

= Ascott Residence Trust and Ascendas Hospitality Trust | Neutral (4) and Unrated: ASCHTS
announced that it has terminated the acquisition of the serviced apartments component of a mixed-
use development at 224-252 La Trobe Street, Melbourne, Australia (“Aurora”). In December 2015,
ASCHTS had entered into a forward contract with UEM Sunrise (La Trobe Street) Pty Ltd (“Vendor”, a
wholly-owned subsidiary of UEM Sunrise Bhd) to purchase Aurora for AUD120mn (~SGD113mn),
where a deposit of AUD5mn had also been paid to the Vendor. The remainder was originally
intended to be paid in the second half of 2019 when the building completes. However, per ASCHTS,
due to certain specification issues and conditions of the property which were unresolved, ASCHTS
and the Vendor have mutually agreed to terminate the acquisition contract and a deed of terminated
had been entered into. The deposit shall be returned to ASCHTS. We maintain that the merger deal
will likely get the greenlight from both ART and ASCHTS unitholders, with ART growing its asset base
to SGD7.4bn. We maintain ART’s issuer profile at Neutral (4), which we are monitoring for an
upgrade.

= Keppel Corp Ltd, Keppel Infrastructure Trust and Keppel DC REIT | Neutral (4), Neutral (4) and
Unrated: KEP is selling the Keppel DC Singapore 4 data centre (“KDC 4”), located at 20 Tampines
Street 92, Singapore to KDC REIT while KIT is selling its 51%-stake in 1-Net North DC, also to KDC REIT.
KIT is 18%-owned by KEP while the vendor of the 49%-stake, namely WDC Development Pte Ltd is a
third party, owned by Shimuzu Corporation. To partly fund the transactions, KDC REIT is intending to
raise equity via (1) Private placement and (2) Non-renounceable preferential offering to existing
unitholders. We view these asset monetisation transactions as credit positive for both KEP and KIT
though insufficient to move their issuer profile from Neutral (4).
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Credit Headlines

Ascott Residence Trust (“ART”) | Issuer Profile: Neutral (4) and Ascendas Hospitality REIT (“ASCTHS”) | Issuer

Profile: Unrated

= ASCHTS announced that it has terminated the acquisition of the serviced apartments component of a mixed-
use development at 224-252 La Trobe Street, Melbourne, Australia (“Aurora”). In December 2015, ASCHTS had
entered into a forward contract with UEM Sunrise (La Trobe Street) Pty Ltd (“Vendor”, a wholly-owned
subsidiary of UEM Sunrise Bhd) to purchase Aurora for AUD120mn (~SGD113mn), where a deposit of AUD5mn
had also been paid to the Vendor. The remainder was originally intended to be paid in the second half of 2019
when the building completes.

= However, per ASCHTS, due to certain specification issues and conditions of the property which were
unresolved, ASCHTS and the Vendor have mutually agreed to terminate the acquisition contract and a deed of
terminated had been entered into. The deposit shall be returned to ASCHTS.

= Given that the strategically located building has topped-out and a forward price pre-agreed, it does come as a
surprise to us that ASCHTS is terminating the acquisition.

= That being said, as ART is proposing to merge with ASCHTS, we see the termination as a small credit positive for
ART, given that it does not have to stump up the cash for Aurora amidst a more challenging market for the
Australian hospitality segment from oversupply risk. Net property income for ASCHTS is concentrated to
Australia, comprising 41% of net property income for the quarter ended 30 June 2019 and the transaction
should it go ahead would have increased the concentration risk to Australia further.

= We maintain that the merger deal will likely get the greenlight from both ART and ASCHTS unitholders, with
ART growing its asset base to SGD7.4bn. We maintain ART’s issuer profile at Neutral (4), which we are
monitoring for an upgrade. (Company, OCBC)
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Keppel Corp Ltd (“KEP”) | Issuer Profile: Neutral (4), Keppel Infrastructure Trust (“KIT”) | Issuer Profile: Neutral

(4) and Keppel DC REIT(“KDC REIT”) | Issuer Profile: Unrated

= KEP is selling the Keppel DC Singapore 4 data centre (“KDC 4”), located at 20 Tampines Street 92,
Singapore to KDC REIT while KIT is selling its 51%-stake in 1-Net North DC, also to KDC REIT.

= KEP announced that its indirect subsidiary, Thorium DC Pte. Ltd (“Vendor”), has entered into
agreements to sell its 99%-interest in KDC 4 to KDC REIT.

o The purchase consideration is SGD382.7mn (including agreed value of KDC 4, adjusted for net
liabilities and existing shareholder’s loan). KEP holds a 75.7% effective interest in KDC 4
immediately prior to the announcement.

&) ocBCBank

o This is a related party transaction given that KDC REIT is a 25.4%-indirectly owned associate
company of KEP. Keppel Telecommunications & Transportation Limited (“KPTT, a subsidiary of
KEP), is the Sponsor of KDC REIT and the REIT Manager of KDC REIT is also indirectly wholly-owned
by KEP.

o The transaction is subjected to approval of unitholders of KDC REIT though KEP shareholder
approval is not required. We think this is due to the small asset size from the perspective of KEP
(net assets of SGD11.6bn as at 30 June 2019).

= KIT, a sister trust to KDC REIT, is also proposing to sell its 51%-stake in 1-Net North DC from to KDC
REIT. KIT is 18%-owned by KEP while the vendor of the 49%-stake, namely WDC Development Pte Ltd
is a third party, owned by Shimuzu Corporation.

o The purchase consideration is SGD201.8mn (including agreed value of 1-Net North DC,
adjustments for adjusted net liabilities and existing shareholder loans). KIT will generate
SGD102.9mn from the sale, a portion which will be used to repay shareholders loans, repayment
of asset-level external loans and termination of interest rate swaps. Estimated net proceeds to KIT
is SGD51.3mn, subject to adjustments.

o The sale is subject to approval of KIT unitholders, KDC REIT unitholders and JTC Corporation, with
long stop date on or before 21 November 2019.

= To partly fund the transactions, KDC REIT is intending to raise equity via (1) Private placement and (2)
Non-renounceable preferential offering to existing unitholders.

o Wholly-owned subsidiaries of KEP (who hold the stakes in KDC REIT) has undertaken to accept,
subscribe and pay in full for its provisional allotment of new units into the preferential offering.
The preferential units will be issued at SGD1.67 — SGD1.71 per unit, representing a discount of
3.4% - 5.7% to adjusted volume weighted average price of all trades in the units for the full
market day on 13 September.

o In our view, this means that KEP is on the hook for ~SGD61mn - SGD62mn of equity injection into
KDC REIT. On a consolidated basis, this implies a net investment inflow of ~SGD320mn (being
purchase consideration minus the outlay on the preferential offering).

= We view these asset monetisation transactions as credit positive for both KEP and KIT though
insufficient to move their issuer profile from Neutral (4). (Company, OCBC).
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Key Market Movements

1W chg 1M chg

16-Sep (bps) (bps) 16-Sep 1Wchg 1Mchg
iTraxx Asiax IG 55 -3 -13 Brent Crude Spot ($/bbl) 67.16 7.30% 14.53%
iTraxx SovX APAC 34 -1 -9 Gold Spot ($/0z) 1,508.26 0.61% -0.35%
iTraxx Japan 54 -1 -11 CRB 17479 1.26% 2.57%
iTraxx Australia 57 -2 -12 GSCI 403.83 -0.16% 2.01%
CDX NA IG 50 -2 -8 VIX 13.74 -8.40% -25.61%
CDX NA HY 108 0 2 CT10 (%) 1.896% 33.56 19.23
iTraxx Eur Main 45 -2 -7
iTraxx Eur XO 239 -1 -41 AUD/USD 0.687 0.12% 1.34%
iTraxx Eur Snr Fin 55 -2 -13 EUR/USD 1.108 0.26% -0.12%
iTraxx Sovx WE 14 -1 -5 USD/SGD 1.375 0.36% 0.71%
;JOS\I{D Swap Spread 11 0 0
;JOSYD Swap Spread 4, 0 2 DJIA 27,220 157%  5.15%
g;'éngr'o's 29 -2 2 SPX 3,007 0.96% 4.11%
g;:ga'aibor'o's 5 -2 0 MSCI Asiax 636  1.64%  5.65%
HSI 27,353 2.52% 6.29%
China 5Y CDS 38 -2 -14 STI 3,206 1.89% 2.91%
Malaysia 5Y CDS 43 -2 -13 KLCI 1,601 0.09%  0.13%
Indonesia 5Y CDS 75 -2 -20 JCI 6,335 041% 0.77%

Thailand 5Y CDS 27 0 -4 Source: Bloomberg
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= Qingdao City Construction Investment (Group) Ltd has scheduled investor meetings commencing on
16 Sep for its potential USD bond issuance.

Date

12-Sep-19

12-Sep-19

11-Sep-19

10-Sep-19

10-Sep-19

10-Sep-19

10-Sep-19

10-Sep-19

10-Sep-19

10-Sep-19

09-Sep-19

09-Sep-19

09-Sep-19

Issuer

The Bank of East Asia, Ltd
Huai’an Traffic Holding Co., Ltd

Zhaobing Investment (BVI) Ltd

Guangxi Communications Investment
Group Corporation Ltd

FWD Group Ltd
Shuifa International Holdings (BVI) Co.,
Ltd
SK Hynix Inc.
Country Garden Holdings Co., Ltd
Korea Development Bank

Housing and Development Board

Industrial and Commercial Bank of China

Limited, Hong Kong Branch

Longfor Group Holdings Ltd

Wuhan Financial Holdings (Group) Co.,
Ltd

Size

usSD650mn

UusSD300mn

USD300mn

USD300mn

USD600mn

usD400mn

USD500mn

USD500mn

usD100mn

SGD500mn

USD1.0bn
USD500mn
USD1.0bn

usD850mn

USD300mn

Tenor

NC5-Perpetual

3-year

3-year

3-year

NC5-Perpetual

3-year

5-year

6NC4

2-year

15-year

3-year
3-year
5-year

10-year

WUECDE 5.8%'21s

Pricing

5.875%

6.0%

6.0%

3.7%

6.375%

4.15%

T+162.5bps

6.15%

3m-US
LIBOR+30bps

2.315%

3m-US
LIBOR+67bps

T+80bps

3m-US
LIBOR+78bps

T+247.5bps

4.1%

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
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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


mailto:LingSSSelena@ocbc.com
mailto:NgCYEmmanuel@ocbc.com
mailto:XieD@ocbc.com
mailto:TerenceWu@ocbc.com
mailto:HowieLee@ocbc.com
mailto:AlanLau@ocbc.com
mailto:carierli@ocbcwh.com
mailto:dicksnyu@ocbcwh.com
mailto:WongVKAM@ocbc.com
mailto:EzienHoo@ocbc.com
mailto:WongHongWei@ocbc.com
mailto:ZhiQiSeow@ocbc.com

