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Credit Headlines: Keppel Corporation Ltd, National Australia Bank Ltd

Market Commentary
» The SGD swap curve bull-flattened yesterday, with the shorter tenors and belly traded 2-3bps lower, while the longer tenors traded 3bps lower.

* The Bloomberg Barclays Asia USD IG Bond Index average OAS widened 1bps to 130bps while the Bloomberg Barclays Asia USD HY Bond Index
average OAS widened 9bps to 483bps.

* Flows in SGD corporates were light, with flows in FPLSP 3.95%-PERPs, MAPLSP 3.95%-PERPs and METRO 4.3%’24s.

» 10Y USTs fell 2bps to 2.02%, after dovish comments by New York Fed President, John Williams, pushing the case for more rate cuts. Spread
between 3-month treasury bills and 10-year treasury notes remains inverted, with the spread narrowing to -2bps.

Credit Headlines
Keppel Corporation Ltd (“KEP”) | Issuer Profile: Neutral (4)

+ KEP announced its first half 2019 and second quarter financial results. Gross revenue was up 11% y/y in 1H2019 to SGD3.3bn on the back of higher
revenue from the Infrastructure and Investments Division. For the Infrastructure Division, KEP recorded higher sales in the power and gas businesses
as well as revenue recognised from its Keppel Marina East Desalination Plan project (85% completed) and the Hong Kong Integrated Waste
Management Facility project. The higher y/y revenue was also driven by the consolidation of M1 (since February 2019) and higher revenue from
asset management. For 2Q2019, KEP reported increase in revenue of 17% yly, driven by the Property, Infrastructure and Investments Divisions to
SGD1.8bn.

* On a profit before tax basis, KEP’s 2Q2019 saw a 31% y/y decline to SGD206.2mn (2Q2018: SGD297.1mn). As part of KEP’s business model, it
sells properties en bloc and in 2Q2019 there were no significant en-bloc sales, unlike in 2Q2018 when KEP sold en-bloc projects in Shenyang.

*  While reported recurring income for 2Q2019 was not provided, 1H2019 recurring income was SGD145mn (1H2018: SGD114mn), driven by an
increase in Infrastructure, Connectivity and Asset Management businesses.

+ Based on our calculation, 2Q2018 EBITDA (which does not include other income and other expenses) was SGD285.6mn while interest expense
(including lease liabilities) was SGD81.6mn, which leads us to derive EBITDA/Interest coverage of 3.5x (2Q2018: 3.7x).

+ KEP’s unadjusted net gearing (inclusive of lease liabilities) was 0.82x as at 30 June 2019, up from 0.72x as at 31 March 2019. Along with higher
working capital needs, KEP had taken on debt to fund the take private of Keppel Telecommunication and Transportation (SGD223.7mn impact),
deferred payment on M1’s acquisition (SGD83.2mn), additional investments into associates (SGD149.6mn impact, we think due to equity raising at
Keppel Infrastructure Trust (Issuer profile: Neutral (4)).

+ Keppel Offshore & Marine (“KOM”) had been winning new contracts. As at 30 June 2019, net orderbook excluding Sete Brasil was SGD5.5bn versus
SGD4.7bn as at 31 March 2019 and SGD4.3bn in end-2018. We expect KEP’s net gearing to climb to approach 0.9x by year end from working
capital, payment for an announced but yet completed property acquisition and subscription of units in Prime US REIT. For now we maintain KEP’s
issuer profile at Neutral (4). (Company, OCBC)
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Credit Headlines (cont’d):
National Australia Bank Ltd (“NAB”) | Issuer Profile: Positive (2)

* NAB announced the appointment of Ross McEwan as Group Chief Executive Officer and Managing Director. Mr McEwan is currently Chief Executive
Officer for Royal Bank of Scotland (since 2013) although resigned from this position in April 2019. As per NAB'’s statements, Mr McEwan is expected

to commence his role with NAB no later than April 2020 once his obligations to Royal Bank of Scotland have ended.

* Mr McEwan has previously worked in senior roles with Commonwealth Bank of Australia and is expecting to lead NAB’s transformation program

which is influenced by industry developments and outcomes from the Royal Commission on misconduct in the Banking industry. (OCBC, Company)

Table 1: Key Financial Indicators

iTraxx Asiax IG 65 1 -3
iTraxx SovX APAC 40 0 -3
iTraxx Japan 59 0 -7
iTraxx Australia 63 2 -3
CDX NAIG 53 0 -2
CDX NA HY 107 0 0
iTraxx Eur Main 50 0 -5
iTraxx Eur XO 254 8 -2
iTraxx Eur Snr Fin 62 3 -6
iTraxx Sovx WE 15 -1 -2
AUD/USD 0.708 0.80% 2.83%
EUR/USD 1.127 -0.04% 0.35%
USD/SGD 1.357 0.04% 0.48%
China 5Y CDS 43 1 -1
Malaysia 5Y CDS 52 2 -8
Indonesia 5Y CDS 87 2 -7
Thailand 5Y CDS 33 1 -1
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2.040%
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1.00%
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2.35%
1.05%
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1.44%
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New issues:

* FWD Group Ltd has priced a USD250mn re-tap of its existing FWDGRP 5.75%'24s at 5.5%, in line with IPT.
» Jingrui Holdings Ltd has priced a USD260mn 3-year bond at 12.0%, in line with final guidance.
» Xingsheng (BVI) Company Ltd (guarantor: JIC Leasing Company Ltd) has priced a USD500mn 3-year bond at T+160bps, tightening from IPT of

T+185bps area.

* China QOil and Gas Group Ltd has priced a USD320mn 3.5NC2 bond at 5.7%, tightening from IPT of 6.0% area.

* REC Ltd has priced a USD650mn 5-year bond at T+167.5bps, tightening from IPT of T+195bps area.

» Eastern Creation Il Investment Holdings Ltd (guarantor: Beijing Infrastructure Investment (Hong Kong) Ltd) has priced a USD100mn re-tap of its
existing BEIJHK 2.8%'22s at 2.8%.

» Korea Expressway Corporation has priced a USD150mn 3-year FRN at 3-month US LIBOR+64bps.

Date

18-Jul-19
18-Jul-19
18-Jul-19
18-Jul-19
18-Jul-19
18-Jul-19
18-Jul-19
17-Jul-19

17-Jul-19

17-Jul-19

FWD Group Ltd
Jingrui Holdings Ltd
Xingsheng (BVI) Company Ltd
China Oil and Gas Group Ltd
REC Ltd
Eastern Creation Il Investment Holdings Ltd
Korea Expressway Corporation

NWD Finance (BVI) Ltd

China Grand Automotive Services Ltd

Wanda Group Overseas Ltd

Size

USD250mn
uUSD260mn
USD500mn
USD320mn
uUsSD650mn
USD100mn
USD150mn

USD400mn

USD75mn

USD400mn

Tenor

FWDGRP 5.75%'24s
3-year
3-year
3.5NC2
5-year
BEIJHK 2.8%'22s

3-year

NWDEVL 6.25%-
PERP

CHIGRA 8.625%'22s

3-year

Pricing
5.5%
12.0%
T+160bps
5.7%,
T+167.5bps

2.8%

3-month US
LIBOR+64bps

5.9%
10.0%

7.875%

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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