8 August 2019 “Primary Market Talk” — a weekly new-issue wrap

Capital markets continue to push out
corporate trades amid volatility

Capital market action this past week illustrated that even in the midst of front-line
nervousness and volatility, investors will hit the bid on solid opportunities. And
that borrowers, ever alert to absolute levels, will lock in lower yields when they
can in spite of wider credit spreads.

What a week! US Treasury Secretary Mnuchin determined China is a currency
manipulator, CNY crossed the red line of seven, a global stock market rout saw
the Dow drop 736 points on Monday, the 10-year Treasury note yield hit a three-
year low of 1.595%, the 30-year Bund traded at a negative yield for the first time
and the 10-year Bund hit a new low of -0.58%.

US-China trade tensions had moved slightly into abeyance for traders in recent
weeks. It had never moved off the radar screens but in the absence of fresh new
news and Mnuchin’s continued assurances that the two sides were 90% of the
way to getting a deal done, it had moved somewhat off centre as a key driver of
daily market price action.

But it always had the ability to power its way back with a vengeance. We also
had New Zealand, India and Thailand cutting rates on 7 August. for almost
identical reasons. Spot the difference:

The New Zealand Reserve Bank cut its Official Cash Rate by 50bp to 1%, noting
that even though employment is around its maximum sustainable level and
inflation remains within target, GDP growth over the past year has slowed and
growth headwinds are rising.

The Reserve Bank of India’s Monetary Policy Committee cut the policy repo rate
under the liquidity adjustment facility by 35bp to 5.40% and maintained its
accommodative monetary stance in order to achieve its medium-term consumer
inflation target while supporting growth.

The Bank of Thailand’s MPC voted five-to-two to cut its policy rate by 25bp to
1.50%, on the basis of its expectation that the economy would expand at a lower
rate than previously assessed and that inflation is projected to fall below the
lower bound of its target.

While none of the above moves were individually critical to global market
participants, they aptly served to indicate that low growth and low inflation are
global phenomena requiring action.

The FIG primary debt market and European new-issue markets generally were
comatose in recent days, but there was some decent corporate action in US
dollars, where BMW, Global Payments, McDonald’s, NCR and Sinopec came to
market with billion dollar-plus trades raising more than USD 10bn between them.

Worthy of note was Occidental Petroleum’s USD 13bn 10-tranche extravaganza
to finance its takeover of Anadarko, reported to have been heavily over-
subscribed. The US market also saw a couple of 30-year US utility trades.
Talking of long-dated issuance, worthy of note in Europe was Land Schleswig-
Holstein’s EUR 500m 20-year senior, which hugely extended the State issuer’s
curve; notes pricing at MS+4bp for a 57.2bp pick-up to Bunds.

This report is published by Scope Insights, a Scope Group subsidiary which is
separate from Scope Ratings. The content is an independent view not related to
Scope’s credit ratings.

SCOPE Scope
e

Insights

Author:

Keith Mullin

+44 7826 517225
k.mullin@scopegroup.com
Investor Relations:

Debbie Hartley
+44 20 3871 2872
d.hartley@scopegroup.com

Media:

André Fischer
+49 30 27891 147
a.fischer@scopegroup.com

Scope Insights

Suite 204
2 Angel Square
London EC1V 1INY

Phone +44 20 3457 0444

Scope Group

LennéstralRe 5
10785 Berlin

Phone +49 30278910
Fax +49 30 27891 100

WWW.SCopegroup.com

.
in ’ Bloomberg: SCOP

8 August 2019

1/3


mailto:k.mullin@scopegroup.com
mailto:d.hartley@scopegroup.com
mailto:a.fischer@scopegroup.com
http://www.scopegroup.com/
https://www.linkedin.com/company/scopegroup/
https://twitter.com/ScopeGroup_

Capital markets continue to push out corporate trades amid

SCOPE volatility

Summary of FIG debt issuance August 1 to August 8 (15:30 CET)

ING went out with an AUD 750m five-year covered bond split into an AUD 500m five-rate at guidance of ASW+67bp
and an AUD250m FRN at BBSW+67bp.

Lloyds Bank put out IPTs of T+95bp area for its three-year US dollar senior unsecured opco trade, tightening to
T+85bp the number and pricing at that level for USD 1.5bn on a modestly over-subscribed book. The UK bank had
priced its three-year AUD 700m two-part senior unsecured Kangaroo on 2 August at 3-month BBSW+90bp for the
AUD 450m FRN priced; and at 1.7025% vyield for the AUD 250m fixed-rate notes.

HSBC went into marketing on 7 August for a three-year FRN and/or five-year fixed-rate senior unsecured NZD trade.

UBS sold a USD 1.5bn 11NC10 fixed-to-FRN senior unsecured holds’ TLAC-eligible trade at guidance of T+140bp on
6 August. IPTs had been T+155bp area.

China’s Orient Securities mandated leads to arrange a roadshow ahead of a potential issue of Reg S US dollar and
euro senior unsecured notes.

Dongxing Securities completed roadshows on 7 August ahead of an expected five-year Reg S senior US dollar
bond. The issuer duly went out the following day showing initial guidance of T+210bp for benchmark size, tightened to
final guidance and launch at T+180bp as books went above USD 2.3bn for USD 400m size.

KEB Hana Bank reportedly hired leads for a potential US dollar-denominated bond.
(Source for basic bond data: Bond Radar (www.bondradar.com).
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Disclaimer

© Scope Insights GmbH (“Scope Insights”) produces independent and objective non-credit-rating-related research and opinions
(“research and opinions”). Forward-looking statements are based on estimates, so the research and opinions do not constitute a
factual claim; they merely express an opinion, which may subsequently change and may then be reflected in an altered research or
opinion. Consequently, Scope Insights does not assume any liability for damage resulting from decisions taken based on any
research and opinion it produces. The information contained in the research and opinions is derived from sources that Scope
Insights deems to be reliable; it has been compiled in good faith. Nevertheless, Scope Insights cannot give any guarantee that the
information used is correct, nor can assume any liability for the correctness, completeness, timeliness or accuracy of the research
and opinions.

The parties involved should only, if at all, regard such research and opinions as one out of many other factors in a possible
investment decision; the research and opinions cannot replace the parties’ own analyses and assessments. The research and
opinions therefore only comprise the expression of an opinion with respect to quality and do not constitute any statement as to
whether the parties to an investment could generate any income, recover any capital invested, or assume any specific liability
risks. Scope Insights does not provide any financial, legal, tax, advisory or consultancy services and does not give advice on
structuring transactions, drafting or negotiating transaction documentation. Scope Insights does not consent to being named an
“expert” or any similar designation under any applicable securities laws or other regulatory guidance, rules or recommendations.
Scope Insight’s research and opinions are not a part of the credit analysis of Scope Ratings GmbH and do not represent the rating
methodology of Scope Ratings GmbH. The research and opinions do not represent or constitute a credit rating, rating driver, or
rating action and do not affect any of Scope’s credit ratings.
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