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#1 Bet on more rate hikes by the Fed

#2 Looking for USDSGD to hit 1.40

#3 Long Indonesian equities

#4 Support for high grade credit, especially BBB
#5 Bullish 10Y China govvies

#6 Short AUD

e Short-dated Chinese BB bonds offer
meaningful yield pick-up over comparable
Indian or Indonesian BBs, mainly due to
greater supply / new issues.

e The key risk for the trade is refinancing
concerns, which is manageable at least for the
relatively  larger  sub-investment grade
companies.

e Recent measures to loosen credit conditions
(e.g. promotion of onshore AAA bonds, TMLF)
improve access to funds for private sector
Chinese credits.
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In the credit space, we see short-dated bonds (1-2 years
to maturity) from BB-rated Chinese issuers as offering
value, with limited downside risk. Chinese HY bonds trade
wider than comparable Indian or Indonesian bonds
mainly due to weaker technicals (especially supply). The
chart below illustrates the yield pick up offered for short-
dated bonds.
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The key risk with this trade is concern over refinancing.
We believe default risk for BB issuers should remain low,
especially given the loosening of credit conditions by
authorities. Recent developments include the NDRC'’s
support for onshore bonds rated AAA (local rating) and
the introduction of the targeted medium term lending
facility (TMLF). This indicates the authorities’ intention to
facilitate flow of credit to private companies and we
believe this will be supportive of the credit quality of at
least the larger sub-investment grade companies.
Volatility should also be low given the short time to
maturity.

Refer to important disclosures at the end of this report.
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Sources: Data for all charts and tables are from CEIC, Bloomberg and DBS Group Research (forecasts and transformations).

Disclaimer:

The information herein is published by DBS Bank Ltd and PT Bank DBS Indonesia (collectively, the “DBS Group”). It is based on information obtained
from sources believed to be reliable, but the Group does not make any representation or warranty, express or implied, as to its accuracy, completeness,
timeliness or correctness for any particular purpose. Opinions expressed are subject to change without notice. Any recommendation contained herein
does not have regard to the specific investment objectives, financial situation & the particular needs of any specific addressee. The information herein
is published for the information of addressees only & is not to be taken in substitution for the exercise of judgement by addressees, who should obtain
separate legal or financial advice. The Group, or any of its related companies or any individuals connected with the group accepts no liability for any
direct, special, indirect, consequential, incidental damages or any other loss or damages of any kind arising from any use of the information herein
(including any error, omission or misstatement herein, negligent or otherwise) or further communication thereof, even if the Group or any other person
has been advised of the possibility thereof. The information herein is not to be construed as an offer or a solicitation of an offer to buy or sell any
securities, futures, options or other financial instruments or to provide any investment advice or services. The Group & its associates, their directors,
officers and/or employees may have positions or other interests in, & may effect transactions in securities mentioned herein & may also perform or seek
to perform broking, investment banking & other banking or financial services for these companies. The information herein is not intended for distribution
to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation. Sources for all
charts & tables are CEIC & Bloomberg unless otherwise specified.
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