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Market Commentary
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Credit Summary:

Australia_and New Zealand Banking Group Ltd (“ANZ”) | Issuer Profile: Positive (2): ANZ has
announced its 3Q2020 trading update with unaudited statutory profit of AUD1.3bn, up 72% against
the 1H2020 quarterly average. Excluding large / notable items, unaudited cash profit for Continuing
Operations was AUD1.6bn, up 30% although this is due to the significant provisions raised in 1H2020.
Contributing to performance is increased revenues from stronger markets performance which offset
lower margins and transactions volumes. At the same time, expenses fell 1% due to cost containment.
AUD500mn in provisions were raised in 3Q2020, which was materially lower than 1H2020. The
collective provisions ratio as a percentage of credit risk weighted assets is now 1.25%. ANZ’'s APRA
compliant CET1 ratio rose 30bps g/q to 11.1% as at 30 June 2020 as lower institutional credit RWAs
offset a rise in other RWAs from wholesale exposure regradings while the increase in CET1 was mainly
due to earnings performance. Given the decent earnings, ANZ declared a 1H2020 dividend of 25 cents
or 46% of 1H2020 statutory profit, down 69% compared to the 1H2019 dividend. On a proforma basis,
ANZ'’s CET1 ratio as at 30 June 2020 was 11.3%. Other credit ratios also remain solid with the liquidity
coverage ratio and net stable funding ratio improving marginally q/q to 138% and 120% respectively
against the 100% regulatory minimum. ANZ’s COVID-19 support measures are ongoing with ~84,000
home loans in Australia or AUD31bn in loan balances under repayment deferrals while ~22,000
Australian business loans or around AUD10bn in exposure at default are also in deferral.

Click Here to access the latest reports from OCBC Credit Research
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Credit Headlines
Australia and New Zealand Banking Group Ltd (“ANZ”) | Issuer Profile: Positive (2)

= ANZ has announced its 3Q2020 trading update with unaudited statutory profit of AUD1.3bn, up 72%
against the 1H2020 quarterly average. Excluding large / notable items (including divestments,
customer remediation, royal commission costs, restructuring), unaudited cash profit for Continuing
Operations was AUD1.6bn, up 30% although this is due to the significant provisions raised in 1H2020.

= Contributing to performance is increased revenues from stronger markets performance (+60%
against the 1H2020 quarterly average) which offset lower margins (net interest margins fell 10bps
compared to 1H2020 to 1.59% in 3Q2020 from lower interest rates, changes in product and funding
mix and competition) and transactions volumes. At the same time, expenses fell 1% due to cost
containment — management indicated investment expenditure was at record levels in 3Q2020.

= AUDS500mn in provisions were raised in 3Q2020 comprising AUD264mn in individual provisions and
AUD236mn in collective provisions for what the bank calls a ‘rainy day fund’. This was materially
lower than 1H2020 (AUD1.67bn raised) and while it reflects the pro-active building of loan loss
buffers in 2Q2020, the lower 3Q2020 charge also reflects a somewhat better economic outlook as at
30 June 2020 relative to 31 March 2020. That said, the outlook likely does not consider the stage 3
and 4 lockdowns implemented in Victoria in July and August. The collective provisions ratio as a
percentage of credit risk weighted assets (“RWA”) is now 1.25% (1.17% as at 31 March 2020, 0.94%
as at 30 September 2019). While home loan credit quality ratios look decent, they incorporate the
impact of deferrals and support measures (see below). Similar to peers, the gross impaired assets
ratio is holding at 2.5% as at 30 June 2020 (2.6% as at 31 March 2020 on lower impaired loans
balances) but the 90+ days past due ratio rose 15bps q/q for total group residential mortgage to
0.99% indicating underlying stress.

= ANZ’s APRA compliant CET1 ratio rose 30bps q/q to 11.1% as at 30 June 2020 as lower institutional
credit RWAs offset a rise in other RWAs from wholesale exposure regradings while the increase in
CET1 was mainly due to earnings performance. Given the decent earnings, ANZ declared a 1H2020
dividend of 25 cents or 46% of 1H2020 statutory profit (15bps impact to 4Q2020 CET1 ratio), down
69% compared to the 1H2019 dividend. On a proforma basis (which includes the conversion of a
NZD500mn capital note and announced sale of New Zealand-based vehicle finance unit UDC Finance
to Shinsei Bank Limited for NZD762mn), ANZ’s CET1 ratio as at 30 June 2020 was 11.3%. Per the
management presentation, the CET1 ratio on a reported and proforma basis has AUD14bn and
AUD15bn in CET1 buffers above the minimum CET1 ratio including the Capital Conservation Buffer.
Other credit ratios also remain solid with the liquidity coverage ratio and net stable funding ratio
improving marginally q/q to 138% and 120% respectively against the 100% regulatory minimum
(137% and 118% respectively as at 31 March 2020).

= ANZ’s COVID-19 support measures are ongoing with ~84,000 home loans in Australia or AUD31bn in
loan balances (9% of total accounts and 12% of home loans) under repayment deferrals while
~22,000 Australian business loans or around AUD10bn in exposure at default (14% of the loan book)
are also in deferral. In New Zealand, 24,000 home loans with AUD5.5bn in balances or 6% of the New
Zealand loan book is in deferral while around 2,700 in temporary overdraft facilities have been
provided for working capital relief.

= ANZ explained the need to strike a balance between provisioning for uncertainty, maintaining capital
buffers and providing a return to shareholders. While there are some positives in the results from a
better economic outlook and the confidence to pay the dividend, the provisioning continues to
highlight the uncertainty that exists in the current operating environment. We maintain our Positive
(2) issuer profile on ANZ. (Company, OCBC)
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Key Market Movements

1Wchg 1Mchg

19-Aug (bps) (bps) 19-Aug 1Wchg 1Mchg
iTraxx Asiax IG 65 -1 -12 Brent Crude Spot ($/bbl) 45.13 -0.66% 4.61%
iTraxx SovX APAC 36 0 -7 Gold Spot ($/0z) 2,003.60 4.58% 10.22%
iTraxx Japan 59 0 -2 CRB 151.69 2.25% 7.72%
iTraxx Australia 68 0 -11 GSCI 358.23 3.21% 6.15%
CDX NA IG 66 1 -4 VIX 21.51 -10.49% -16.24%
CDX NA HY 105 0 3 CT10 (%) 0.664% -1.08 3.73
iTraxx Eur Main 55 2 -4
iTraxx Eur XO 341 6 -5 AUD/USD 0.725 1.20% 3.31%
iTraxx Eur Snr Fin 65 4 -3 EUR/USD 1.194 1.35% 4.32%
iTraxx Eur Sub Fin 135 6 -6 USD/SGD 1.364 0.59% 1.82%
iTraxx Sovx WE 15 -1 -4 AUD/SGD 0.989 -0.60% -1.43%
USD Swap Spread 10Y -1 -1 1 ASX 200 6,140 0.13% 1.76%
USD Swap Spread 30Y  -41 -1 6 DJIA 27,778 0.33% 4.15%
US Libor-OIS Spread 19 0 -1 SPX 3,390 1.68% 5.12%
Euro Libor-OIS Spread -1 0 -4 MSCI Asiax 722 1.03% 5.21%

HSI 25,367 1.92% 1.11%

China 5Y CDS 39 -2 -5 STI 2,563 0.74% -2.12%
Malaysia 5Y CDS 50 -1 -14 KLCI 1,578 0.84% -1.16%
Indonesia5Y CDS 103 -1 -22 JCI 5,295 2.66% 4.24%
Thailand 5Y CDS 40 0 -2 EU Stoxx 50 3,290 -1.27% -2.26%
Australia5Y CDS 15 0 -2

Source: Bloomberg
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New Issues

= Yibin Grace Group Co (Guarantor: Yibin State-owned Assets Management Co Ltd) priced a USD140mn
3-year bond at 3.9%, tightening from IPT of 4.3% area.

= |CBCIL Finance Co. (Guarantor: ICBC Financial Leasing Co.) priced a USD900mn 5-year bond at
T+147.5bps, tightening from IPT of T+200bps area.

= Elect Global Investments Ltd. (Guarantor: Hysan Development Co.) priced a USD300mn PerpNC3
bond at 4.85%, tightening from IPT of 5.3% area.

® Yangzhou Urban Construction State-owned Asset Holding Group Co Ltd priced a USD300mn 3-year
bond at 3.02%, tightening from IPT of 3.7% area.

= Li & Fung Limited priced a USD100mn re-tap of its LIFUNG 4.5%'25s.

= China lJianyin Investment Ltd. has arranged investor calls commencing 18 August 2020 for its
proposed USD bond offering.

= KT Corp. has arranged investor calls commencing 19 August 2020 for its proposed USD bond offering.

Date Issuer Size Tenor Pricing
Yibin Grace Group Co
18-Aug-20  (Guarantor: Yibin State-owned Assets uUsSD140mn 3-year 3.9%
Management Co Ltd)
ICBCIL Finance Co.
18-Aug-20 (Guarantor: ICBC Financial Leasing Co.) USD900mn S-year T+147.5bps
Elect Global Investments Ltd.
18-Aug-2 9
8-Aug-20 (Guarantor: Hysan Development Co.) USD300mn PerpNC3 4.85%
Yangzhou Urban Construction State-
18-Aug-2 ; o 0
8-Aug-20 owned Asset Holding Group Co Ltd SRl S A0
18-Aug-20 Li & Fung Limited USD100mn LIFUNG 4.5%'25s 4.5%
17-Aug-20 National Australia Bank Ltd USD1.5bn 10-year T+165bps
Vedanta Holdings Mauritius Il Ltd.
iy (Guarantors: Vedanta Resources Ltd., ) 3
17-Aug-20 Vedanta Holdings Jersey Ltd. and Vedanta SISIRRA S-year 13.0%
Holdings Mauritius Ltd.)
17-Aug-20 Shui On Development Holding Ltd USD500mn ANC2 6.15%

(Guarantor: Shui On Land)

HSBC Institutional Trust Services
17-Aug-20 (Singapore) Ltd. (in its capacity as trustee ~ SGD100mn 10-year 2.65%
of Ascendas Real Estate Investment Trust)

17-Aug-20 Olam International Limited SGD400mn 5.5-year 4.0%

Lotte Shopping Co., Ltd. 3m-US

Al (Guarantor: Kookmin Bank) USD100mn 3-year LIBOR+140bps

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 I, as implemented in any jurisdiction).

Co.Reg.no.:193200032W
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