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Credit Headlines: Sembcorp Industries Ltd, City Developments Ltd

Market Commentary
» The SGD swap curve flattened yesterday, with the shorter tenors trading within 1bps lower. The longer tenors was for the most part little changed.

* The Bloomberg Barclays Asia USD IG Bond Index average OAS and the Bloomberg Barclays Asia USD HY Bond Index average OAS saw little change
at 145bps and 503bps respectively.

» Flows in SGD corporates were light yesterday, with flows seen only in MAPLSP 3.95%-PERPs.

» 10Y UST vyields rose 1bps to 2.65%, after the publication of minutes from the Federal Open Market Committee’s January policy meeting revealed that a
rate hike is still possible this year, as members of the committee remained undecided.

Credit Headlines
Sembcorp Industries Ltd (“SCI”) | Issuer Profile: Neutral (4)

» SCI announced its 4Q2018 results. Gross revenue was higher by 6.7% yly to SGD2.6bn on the back of a 13% y/y increase in Utilities revenue, while the
Marine segment (61%-owned Sembcorp Marine Ltd (“SMM”)) saw a marginally higher revenue growth of 0.2% y/y. These help offset the lower revenues
at Urban Development and Others. Utilities revenue was boosted by higher revenue in Utilities-Singapore and Teeside and contribution from UK Power
Reserve (“UKPR”) which was acquired in June 2018.

» Reported gross profit was SGD227mn in 4Q2018 (GP margin of 9%) against SGD331mn (GP margin of 14%) in 4Q2017 although 4Q2017 was boosted
by net positive effects of contract termination of three rigs at SMM. 3Q2018 GP margin was 8% and 4Q2018’s gross profit margin compares favourably.
We think g/q comparison is a better reflection for this quarter as it takes out effect from the contract termination at SMM as well as timing of completion of
UKPR.

* While general and administrative expenses have been narrowed to SGD94mn against SGD135mn in 4Q2017, finance costs was 21% higher y/y mainly
from higher average debt levels, which also attributed to an overall drag in profit before tax (“PBT”) at SGD96mn against SGD186mn in 4Q2017.

» Taking away the impact from SMM, we find SCI's PBT (“Adjusted PBT”) at SGD102mn in 4Q2018, which compares favourably with 4Q2017’s Adjusted
PBT of SGD58mn.

* On a net profit to owners basis, the Utilities segment reported a net profit of SGD65mn against SGD39mn in 4Q2017 and of the increase was attributable
to a much narrower net loss from India. Utilities-India reported a smaller net loss of SGD6mn (4Q2017: net loss of SGD35mn, y/ly +SGD29mn impact),
the Middle East and Africa (+SGD5mn impact) which helped offset lower net profit from China (-SGD20mn impact), rest of Asia (-SGD9mn impact) and
the UK & the Americas (UKPR made a loss) and a significant reduction in amounts charged as Corporate (-SGD30mn impact). Excluding the Corporate
amounts, the Utilities segment would report a -SGD5mn reduction in net profit.

+ As at 31 December 2018, net gearing was 1.1x, relatively steady g/g. Cash flow from operations (before interest and tax) was SGD407mn while net
investing outflows was SGD147mn. While SCI incurred capex of SGD329mn and spent SGD55mn investing more into joint ventures and associates,
during the quarter, it also received SGD131mn in proceeds from the disposal of subsidiaries (eg: Sembcorp Design and Construction, Sembcorp Siza
Water etc). SCI took on new borrowings of SGD1.4bn during the quarter of which SGD968mn went towards repaying of debt and perpetuals, the net
increase in borrowings was largely attributable to SMM. We are reviewing our issuer profile on SCI. (Company, OCBC)
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Credit Headlines (cont’d)

City Developments Ltd (“CDL”) | Issuer Profile: Positive (2)

CDL reported 4Q2018 results. Revenue fell 40.6% y/y to SGD788.3mn, mainly due to the fall in property development revenue (-74% yly to SGD197mn)
due to the absence of contribution from The Brownstone EC (which contributed to revenue in entirety upon TOP in 4Q2017). Hotel operations revenue
was largely stable at SGD452.9mn (4Q2017: SGD450.2mn) though rental properties saw an uptick in contribution (+19.4% y/y to SGD102.8mn)
following the acquisition of Algate House (worth SGD328mn) and 125 Old Broad Street (SGD693mn) in the UK, as well as the reopening of Le Grove
Serviced Apartments (Jul 2018) and opening HLCC'’s retail mall (Jun 2018).

Profit before tax (“PBT”) fell 50.4% y/y to SGD110.6mn. The dip in contribution from property development (-41.7% yly to SGD103.1mn) is mainly due to
the fall in revenue. However, hotel operations PBT fell to a negative SGD53.2mn (4Q2017: +SGD1.4mn) mainly due to impairment loss of SGD94.1mn
made on hotels in the US and poorer UK hotels performance impacted by Brexit. Rental properties saw an increase of 45.9% y/y to SGD58.0mn on the
back of increased revenue though it rose more than revenue due to contribution from First Sponsor Group Ltd and release of provision for bond interest
support for PPS 2 platform.

On the Singapore residential development front, sales at Whistler Grand is decent with 260 units sold out of 300 units launched, though there is a further
416 units that remains to be sold. According to CDL, 87% of buyers are Singaporeans, mainly first-time home buyers. However, the other developments
are moving at a slower pace. For example, 33%-owned The Jovell sold only 58 units out of 250 units released while South Beach Residences sold 53
units out of 75 units released.

As mentioned in our Credit Outlook 2019, the outlook of Singapore residential property is subdued. As such, we are maintaining caution over CDL’s
planned launches in 2019, especially the high end ones (which may not attract sufficient Singapore buyers). These include 80%-stake in 592-unit Amber
Park, 100%-stake in 188-unit Haus on Handy, and 40%-stake in 154-unit Boulevard 88. CDL will also be launching the 680-unit Sengkang Central and
820-unit Sumang Walk though we are less concerned as these should be targeted to the mass market.

Despite generating SGD278.9mn from operating activities, net gearing increased to 32.9% (3Q2018: 24.4%) due to SGD981.4mn consideration paid for
the acquisition of subsidiaries, which includes 125 Old Broad Street, Central Mall Office Tower and Hotel Cerretani Florence. CDL also recorded
SGD69.1mn in purchase of plant, property and equipment (4Q2017: SGD29.9mn), which likely increased due to AEI works at Republic Plaza which is
expected to complete in 2H2019.

Although net gearing has risen, we are holding CDL at Positive (2) Issuer Profile as its credit profile remains supported by recurring income (2018
EBITDA from recurring sources: SGD530mn), albeit precariously. We may review CDL’s credit if the acquisition path continues, noting that CDL is
targeting a SGD900mn recurring income target by 2028 and CDL is moving closer to this target following SGD2.5bn of acquisitions made in

2018. (Company, OCBC)
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New issues
» China Construction Bank Corporation has priced a USD1.85bn 10NC5 Tier 2 bond at CT10+188bps, tightening from IPT of +220bps area.

* ENN Clean Energy International Investment Ltd has priced a USD250mn 2-year bond (parent guarantor: ENN Ecological Holdings Co) at 8.35%,
tightening from IPT of 8.5% area.

* Guangzhou R&F Properties Co Ltd has priced a USD450mn 4-year bond at 8.125% and a USD375mn 5-year bond at 8.625%.

* Modern Land (China) Co Ltd has priced a USD200mn re-tap of its existing MOLAND 15.5%’20s (subsidiary guarantors: certain non-PRC restricted
subsidiaries of issuer) at 14.0%, tightening from IPT of 14.625% area.

» Shriram Transport Finance Co has priced a USD400mn 3-year bond at 5.7%, tightening from IPT of 6.0% area.

* SP Group Treasury Pte Ltd has priced a USD600mn 10-year bond (guarantor: Singapore Power Ltd) at CT10+83bps, tightening from IPT of +105bps
area.

* Woodside Finance Ltd has scheduled investor meetings from 21 Feb for its potential USD bond issuance.

* Mei Nian Investment Ltd (parent guarantor: Meinian Oneheath Healthcare Holdings Co) has scheduled investor meetings from 20 Feb for its potential
USD bond issuance.

Date Issuer Size Tenor Pricing
20-Feb-19 China Construction Bank Corporation USD1.85bn 10NC5 CT10+188bps
20-Feb-19 ENN Clean Energy International Investment Ltd UsSD250mn 2-year 8.35%
20-Feb-19 Guangzhou R&F Properties Co Ltd B§B§§gmﬂ g:ygg; g%%ggjﬁ
20-Feb-19 Modern Land (China) Co Ltd UsSD200mn  MOLAND 15.5%'20s 14.0%
20-Feb-19 Shriram Transport Finance Co Ltd UsSD400mn 3-year 5.7%
20-Feb-19 SP Group Treasury Pte Ltd UsSD600mn 10-year CT10+83bps
19-Feb-19 China CITIC Bank International Ltd USD500mn 10NC5 CT10+225bps
19-Feb-19 China Resources Land Ltd Hgggggmﬂ 51'33’335 gTT15O++113650bbppSS
19-Feb-19 GLP China Holdings Ltd USD500mn 5-year CT5+248bps
19-Feb-19 Kaisa Group Holdings Ltd uUsD400mn 2-year 12.0%
19-Feb-19 Logan Property Holdings Co Ltd USD300mn 3.5NC2 7.5%
19-Feb-19 Sun Hung Kai Properties (Capital Market) Ltd USD500mn 10-year CT10+118bps

Source: OCBC, Bloomberg Page 4
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