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Credit Headlines: Singapore Airlines Ltd

Market Commentary
» The SGD swap curve steepened yesterday, with most tenors trading up to 1bps higher.

» The Bloomberg Barclays Asia USD IG Bond Index average OAS tightened 1bps to 134bps while the Bloomberg Barclays Asia USD HY Bond Index
average OAS tightened 5bps to 490bps.

* Flows in SGD corporates were heavy, with flows seen in SOCGEN 6.125%-PERPs, UOLSP 3.0%’24s, ACAFP 3.8%’31s. DBSSP 3.98%-PERPs, UBS
5.875%-PERPs, WINGTA 4.48%-PERPs., GUOLSP 4.6%-PERPs, PILLSP 8.5%’20s and METRO 4.0%’21s.

+ 10Y UST vyields rose 2bps to 2.39%, on the back of encouraging economic data and an equity rally. US April homebuilding data was stronger than
expected, weekly jobless claims dropped and the Philadelphia Federal Reserve index of business conditions rebounded, while all three major US stock
indexes were up approximately 1%.

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

» SIA announced its results for the full year and fourth quarter for the financial year ended March 2019 (“4QFY2019”). For 4QFY2019, revenue was up
1.4% yly to SGD4.1bn, however fuel costs which makes up ~31% of total cost was up by 8.0% y/y, wiping out the top line gains. SIA had hedged 80% of
its fuel requirements for 4QFY2019 at USD74/bbl and as such despite jet fuel prices generally hovering lower, we did not see SIA benefiting much from
the lower spot prices. In our view, this is indicative of the difficulties faced by airlines including SIA in hedging fuel given the high volatility in the past six
months. For this quarter, SIA has hedged 80% of jet fuel at USD75/bbl.

* 4QFY2019 EBITDA (based on our calculations) was down 6.5% y/y although interest expense had increased to SGD28mn versus SGD22mn in
4QFY2018, resulting in an EBITDA interest coverage of 22.3x. The increase in interest expense was predominantly due to higher average debt balance
in 4QFY2019 of USD6.0bn against USD3.1bn in 4QFY2018.

» SIA’s unadjusted net gearing was 0.28x, slightly lower than the 0.31x in end-2018. Despite higher debt drawdown, SIA was able to receive cash in
advance of services. We note that sales in advance of carriage and deferred revenue (eg: cash fom KrisFlyer partners) had increase by SGD342mn
collectively g/q while book value of equity had increased from positive net fair value changes on jet fuel hedges. On a gross gearing basis, this was 0.49x
as at 31 March 2019 versus 0.42x in end-2018.

* Reported total operating profit in 4Q2019 for SIA was SGD253.5mn. The parent airline SQ (which now includes cargo contribution along with the
passenger business) contributed 80% to total operating profit.

* Operating profit for SQ had decline by SGD79mn in 4Q2019 (down 28% y/y). While breakeven load factors were not provided directly, we estimate that
SQ’s passenger business was able to record a positive spread of 0.3% over break-even load factor in 4QFY2019 versus 4QFY2018 which had a
negative spread of 0.5%. The SQ-cargo load factor was lower at 58.8% in 4QFY2019 versus 62.9% in 4QFY2018), we think the spread was still positive,
though had decline to 6.5% versus 10.2% in 4QFY2018. In our view, this was the main reason for the decline in SQ’s operating profit, which was
insufficiently compensated by the small improvement in SQ-passenger spreads.

Page 1



Asian Credit Daily &) ocBC Bank

Credit Headlines (cont’d)

« Encouragingly, SilkAir saw operating profit at SGD11mn, growing significantly from SGD3mn in 4Q2018 although Scoot, SIA’s low cost carrier arm
reported an operating loss of SGD6mn driven by increase in expenses from higher capacity.

* In our view, the intense competition in the passenger segment is not abating and it is increasingly harder for SQ to justify their premium pricing which
makes cargo and any other way SIA can leverage its strong brand name as crucial for the company’s longer term profitability. For now we maintain the
issuer profile at Neutral (3) on the back of its still manageable credit metrics. (Company, OCBC)
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Table 1: Key Financial Indicators

17-Ma 1W chg 1M chg
iTraxx Asiax IG 70 1 7 Brent Crude Spot ($/bbl)  72.91 3.24% 1.80%
iTraxx SovX APAC 46 0 5 Gold Spot ($/0z) 1,285.97 -0.01% 0.94%
iTraxx Japan 61 2 7 CRB 182.32 1.85% -2.29%
iTraxx Australia 71 0 5 GSCI 445.15 2.57% -1.05%
CDX NAIG 62 2 5 VIX  15.29 -19.95% 21.35%
CDX NA HY 107 0 -1 CT10 (bp) 2.403% -6.39 -19.07
iTraxx Eur Main 64 -1 6
iTraxx Eur XO 274 -6 26 USD Swap Spread 10Y (bp) -4 -3 -4
iTraxx Eur Snr Fin 79 0 10 USD Swap Spread 30Y (bp) -28 -3 -6
iTraxx Sovx WE 18 1 0 US Libor-OIS Spread (bp) 16 0 -2
Euro Libor-OIS Spread (bp) 6 0 0
AUD/USD 0.690 -1.51% -3.94%
EUR/USD 1.118 -0.49% -1.04% DJIA 25,863 0.13% -2.22%
USD/SGD 1.373 -0.72% -1.44% SPX 2,876 0.20% -0.83%
MSCI Asiax 633 -2.05% -7.71%
China 5Y CDS 47 1 8 HSI 28,325 0.05% -5.97%
Malaysia 5Y CDS 62 -1 12 STI 3,218 -1.69% -3.90%
Indonesia 5Y CDS 103 1 13 KLCI 1,607 -0.20% -0.86%
Thailand 5Y CDS 37 -1 0 JCI 5,896 -4.89% -9.04%
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New issues
Pioneer Reward Ltd has priced a USD500mn 3-year bond (guarantor: Huatai Securities Co Ltd) at T+127.5bps, tightening from IPT of T+160bps

area.

Shougang Group Co Ltd has priced a USD500mn 5-year bond at T+195bps, tightening from IPT of T+235bps area.

Vigorous Champion International Ltd (guarantor: China Ping An Insurance Overseas (Holdings) Ltd has priced a USD300mn 5-year bond at
T+147.5bps (IPT of T+180bps area) and a USD300mn 10-year bond at T+190bps (IPT of T+220bps area).

ASB Bank Ltd has priced a USD500mn 5-year bond at T+100bps, tightening from IPT of T+115bps area.
AVIC International Leasing Co Ltd has scheduled investor meetings from 17 May for its potential USD bond issuance.

Date
16-May-19
16-May-19
16-May-19
16-May-19
15-May-19
15-May-19
15-May-19
15-May-19
15-May-19
15-May-19
15-May-19
14-May-19

14-May-19

Issuer

Pioneer Reward Ltd

Shougang Group Co Ltd
Vigorous Champion International Ltd

ASB Bank Ltd
Zhuzhou City Construction Development Group Ltd
Liuzhou Dongtong Investment & Development Co Ltd
Export-Import Bank of Thailand
Zunyi Road and Bridge Construction (Group) Ltd

New Metro Global Ltd
Wing Tai Holdings Ltd

UOL Treasury Services Pte Ltd

Housing and Developmental Board

Rongshi International Finance Ltd

Size
USD500mn

UusSD500mn

USD300mn
USD300mn

UsSb500mn
usb400mn
uUsb140mn
USb300mn
USD78mn
USb300mn
SGD150mn
SGD200mn

SGD700mn

UusSD500mn
UsD500mn

Tenor
3-year
5-year

5-year
10-year

5-year
3-year
3-year
5-year
ZYRDBG 8.0%'22s
3-year
NC5-perp
5-year
5-year

5-year
10-year

Pricing
T+127.5bps
T+195bps

T+147.5bps
T+190bps

T+100bps
5.70%
7.0%

3M-US LIBOR+85bps

100 + accrued
6.75%
4.48%
3.0%

2.164%

3.25%
3.75%

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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