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Risk of no-deal Brexit rose; Return on Chinese USD
bonds continued to rebound

Headline: Risk of no-deal Brexit rose given slow progress on trade deal
The EU’s Brexit negotiators left London on October 9 after a new round of Brexit negotiation.
There were disagreements on some key issues of the trade deal between the EU and UK. The
EU wants a fair competition for business, which the UK should stick to EU rules on financial
assistance given by government to businesses. On the other hand, the UK does not want to
provide full access for fishing fleets to UK waters. Risk of no-deal Brexit rose, as UK PM Johnson
said the UK government should move on if no deal is agreed, while the EU also warned that the
Eurozone countries should prepare for no-deal Brexit and potential chaos.

Regulation: Rules for the Administration of Tiered Management of

Panda Bond released

NAFMII released the Rules for the Administration of Tiered Management of Panda Bond on
September 30. CCXI believes that the Rules could further open up the Panda Bond market by
providing conveniency to the issuers with improvement in the administration and issuance
procedures.

Exchange Rate: RMB appreciated after the holidays

Backed by a weaker dollar index, comparatively strong fundamentals of China’s economy and
capital inflow, the RMB appreciated significantly after the holidays. As of October 9, the
intermediate price of RMB exchange rate closed at 6.7796.

Interest Rate: Chinese Government Bond and US Treasury yields

increased

China Government Bond yields went up this week. US Treasury yields rose as investors
monitored US’s fiscal stimulus talk. As of October 9, the yield spread between China and US 10-
year note was 241.4bp, tightening by 5.1bp from last Friday and widening by 114.2bp from the
beginning of the year.

Chinese Offshore Bond Market

Primary Market: Chinese offshore bond new issuance slowed during the
holidays; Baidu issued USD950 million notes

From October 5 to October 9, there were 8 new issues with a total issuance volume of USD1.4
billion. Baidu was the largest issuer this week, which raised USD950 million via 2 notes,
accounting for around 67% of the total issuance volume.

Secondary Market: Return on Chinese USD bonds continued to rebound

Return on Chinese USD bonds continued to rebound amid recovering market sentiment, as
investors digested the news of China Evergrande Group and the contracted sales of Chinese
property developers picked up. As of October 9, the YTD return on Chinese USD corporate bond
index increased by 29bp from last Friday to 4.54%, of which high-yield bond index rose by 66bp
to 3.61% and real estate index boosted by 77bp to 4.53%.

Rating Actions: Chinese issuers’ credit quality diverged

Panda Bond Market: No new issue this week
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Headline: Risk of no-deal Brexit rose given slow progress on trade deal

The EU’s Brexit negotiators left London on October 9 after a new round of Brexit negotiation.
There were disagreements on some key issues of the trade deal between the EU and UK. The
EU wants a fair competition for business, which the UK should stick to EU rules on financial
assistance given by government to businesses. On the other hand, the UK does not want to
provide full access for fishing fleets to UK waters. The British prime minister (“PM”) Boris
Johnson introduced the Internal Market Bill in order to disregard part of the Brexit withdrawal
treaty, yet the EU slammed that the bill violated the international law.

Risk of no-deal Brexit rose, as UK PM Johnson said the UK government should move on if no
deal is agreed, while the EU also warned that the Eurozone countries should prepare for no-
deal Brexit and potential chaos. The EU and UK will continue the trade talk this week in Brussel.
The UK PM Johnson said that he wants the outlines of a deal to be clear by October 15.

Regulation: Rules for the Administration of Tiered Management of Panda Bond released

National Association of Financial Market Institutional Investors (“NAFMII”) released the
“Detailed Rules for the Administration of Tiered Management of Debt Financing Instruments
of Overseas Non-Financial Enterprises” (the “Rules”) on September 30. CCXI believes that the
Rules could further open up the Panda Bond market by providing conveniency to the issuers
with improvement in the administration and issuance procedures.

Exchange Rate: RMB appreciated after the holidays

Backed by a weaker dollar index, comparatively strong fundamentals of China’s economy and
capital inflow, the RMB appreciated significantly after the holidays. In the short run, the RMB
exchange rate is expected to fluctuate. As of October 9, the intermediate price of RMB exchange
rate closed at 6.7796, down 305bp as compared to September 30; the onshore and offshore
RMB exchange rate closed at 6.7135 and 6.6907, down 971bp and 939bp, respectively.

Figure 1 : RMB exchange rate
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Interest Rate: Chinese Government Bond and US Treasury yields increased

China Government Bond yields went up this week. As of October 10, the 1-year, 3-year, 5-year,
7-year and 10-year Government Bond yields rose as compared to that of September 30, closing
at 2.7017%, 2.9872%, 3.1144%, 3.2664% and 3.1898%, respectively.

Figure 2 : China Government Bond yields

3.50

3.00 .....__‘_"""'-\

2.50 \

2.00

1.50

1.00

0.50

0.00
NoOoO OF NI NN TS0 MN 0O RN A FNND
O 1 O =1 N NO = NO AN NO—AMNO——0MNO0 —06NO—— 0NO— 0N
e e T T T T T T T e T T T T e e e T T T T e e e T T T T Tl T T T
T AN NN NN S FOONDWLY OO ONN~000 0O
e [ e o e [ s e I e R e B e R e [ e o B = R = e e [ e e s s e I e R e e e B e e I
e T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T
(==l e Jla = o B =R = == = e e [l e PRl e B =D = e e [ o B oo B = = = [ o [ e [ e [ e [ e e [N e s R e |
A AN NN AN NN
(=l ol = olell ool =0 ==l R e R o e R e R o o Jle e o B =l e e ] e o B =R = e ]
IO N NN N NN NN NN NN

= ].year ====3.year ===D5.year 7-year =—=10-year

Sources: ChinaBond.com.cn, CCX research

US Treasury yields rose as investors monitored US’s fiscal stimulus talk. As of October 9, 2-
year, 5-year, 10-year and 30-year Treasury yields closed at 0.16%, 0.34%, 0.79% and 1.58%,
decreasing by 3bp, 6bp, 9bp and 10bp from last Friday, respectively. In terms of Treasury yield
spreads, the spread between the 2-year and 10-year widened by 6bp to 63bp from last Friday,
while the spread between the 5-year and 30-year widened by 4bp to 124bp.

Figure 3 : US Treasury yields and yield spreads
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As of October 9, the yield spread between China and US 10-year note was 241.4bp, tightening
by 5.1bp from last Friday and widening by 114.2bp from the beginning of the year.
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Figure 4 : Yield spread between China and US 10-year note
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Chinese Offshore Bond Market
Primary Market: Chinese offshore bond new issuance slowed during the holidays; Baidu
issued USD950 million notes

From October 5 to October 9, there were 8 new issues with a total issuance volume of USD1.4
billion. Baidu Inc (“Baidu”) was the largest issuer this week, which raised USD950 million via
2 notes, accounting for around 67% of the total issuance volume.

Table 1 : New issuance of Chinese offshore bonds (20201005-20201009)

Issuer Ratin Issue Ratin,
Pricing . Amount Coupon . g ; g
Date Obligor Currency - ) Maturity Tenor Industry (Moody’s/S&P/ (Moody’s/S&P/
(million) Fitch) Fitch)

China International Capital . .

2020/10/5 usD 35 3ML+108 2021/10/8 360D Financials Baal/BBB/BBB+ -/-/-
Corp Hong Kong Ltd

2020/10/6 Baidu Inc usD 650 1.72 2026/4/9 5.5 Communications A3/-/A A3/-/A

2020/10/6 Baidu Inc usD 300 2.375 2030/10/9 10 Communications A3/-/A A3/-/A
Guotai Junan International . .

2020/10/6 . usD 20 1.1 2021/4/9 182D Financials Baa2/BBB+/- -/-/-
Holdings Ltd
iDreamSky Technology

2020/10/6 . HKD 775 3.125  2025/10/16 5 Technology -/-/- -/-/-
Holdings Ltd

2020/10/7 Agile Group Holdings Ltd usD 300 6.05 2025/10/13 5 Real Estate Ba2/BB/- Ba3/-/-
China International Capital . .

2020/10/9 UsD 2 1.05  2021/4/22 182D Financials Baal/BBB/BBB+ -/-/-
Corp Hong Kong Ltd
China International Capital . .

2020/10/9 UsD 2 1.05 2021/4/20 183D Financials Baal/BBB/BBB+ -/-/-
Corp Hong Kong Ltd

Sources: Bloomberg, CCX research

During this week, China Fortune Land Development Co Ltd and Jiangsu Nantong Sanjian
Construction Group Co Ltd announced tap bond offering.
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Pricing date

2020/10/7

Table 2 : Tap bond offering (20201005-20201009)

Amount Issuer Rating

Coupon
(%)

Obligor Currency Maturity Tenor Industry

(million)

Fitch)

China Fortune Land Development 760
usD 8.05 2025/1/13 5 Real Estate Ba3/-/BB-
Co Ltd (reoffered 60)
iangsu Nantong Sanjian 187
2020109 11angsu Nantong Sanj USD 10 2022/10/9 2 Industrials  Caa2/-/-
Construction Group Co Ltd (reoffered 5.8)

crnss-nnrller Bonils Weekly Report

Issue Rating
(Moody’s/S&P/(Moody’s/S&P

Fitch)

Ba3/-/-

-/-/-

Sources: Bloomberg, CCX research

Secondary Market: Return on Chinese USD bonds continued to rebound

Return on Chinese USD bonds continued to rebound amid recovering market sentiment, as
investors digested the news of China Evergrande Group and the contracted sales of Chinese
property developers picked up. As of October 9, the YTD return® on Chinese USD corporate
bond index increased by 29bp from last Friday to 4.54%, of which investment grade bond
index was 5.07% and high-yield bond index was 3.61%, increasing by 13bp and 66bp
respectively. In terms of sector indices, the return on real estate index recorded the largest
rally, boosting by 77bp from last Friday to 4.53%, while the non-financial and financial indices
were 4.65% and 4.37%, increasing by 5bp and 44bp, respectively.

Figure 5 : YTD return on Markit IBoxx Chinese USD bond index
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As of October 9, the yield-to-worst of Chinese dollar bonds decreased by 6bp to 3.26% from
last Friday, of which investment grade bond index dropped by 2bp to 2.22%, while the high-
yield bond index declined by 26bp to 8.35%.

1 Year-to-date return measures the return since January 2, 2020.
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Figure 6 : Yield-to-worst of Bloomberg Barclays Chinese USD bond index
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Rating Actions: Chinese issuers’ credit quality diverged

From October 5 to October 9, the rating agencies took positive rating actions on 2 Chinese
issuers; and negative rating actions on 2 Chinese issuers.

Table 3 : Credit rating changes of cross-border bond market (20201005-20201009)

Current Rating Previous Rating .
Entity o . Rating Reason of
nti n
Y Outlook Date Y outlook Date Agency Change
Rating Rating
International Rating:
Shimao Group , Improving credit
) Real Estate Bal POS 2020/10/5 Bal STABLE 2020/4/28 Moody's -
< Holdings Ltd metrics
©
‘ge Jiangsu Zhongnan
= Construction Real Estate B+ STABLE 2020/10/9 B POS 2019/9/20 S&P Larger scale
Group Co Ltd
Semiconductor Rating
. US export
2 Manufacturing Technology BBB- Watch 2020/10/7 BBB- POS 2020/7/13 S&P S
% International Corp Negative
g Sina's proposed
8 Weibo Corp Communications Baa2 NEG 2020/10/9 Baa2 STABLE 2020/3/4 Moody's debt-funded

privatization

Sources: Bloomberg, Wind, CCX research

Panda Bond Market: No new issue this week
As of October 9, there were 24 issuers that issued 38 Panda Bonds in 2020, with a total
issuance amount of RMB53.8 billion and an average coupon of 3.09%. The majority of them
were issued in the China Interbank Market, and more than 60% of them were issued at a tenor
of 3 years or above.
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Table 4 : New issuance of Panda Bond in 2020 (20200101-20201009)

[ssuer

Amount
(RMB
billion)

Coupon

(%)

Issue date

Maturity

Tenor

Bond Type

Issue Market

Local Rating

Agency

China Traditional Chinese
Medicine Holdings Co. Limited

Crédit Agricole S.A.

ANTA Sports Products Limited

Yuexiu Transport Infrastructure
Limited

China Everbright Water Limited

GLP China Holdings Limited

China State Construction
International Holdings Limited

GLP China Holdings Limited

BMW Finance N.V.

New Development Bank

Veolia Environnement S.A.

Veolia Environnement S.A.

Asian Infrastructure Investment
Bank

China Everbright Greentech
Limited

Sumitomo Mitsui Banking
Corporation

Daimler International Finance BV

China Traditional Chinese
Medicine Co. Limited

Capital Environment Holdings
Limited

China Mengniu Dairy Company
Limited

China Mengniu Dairy Company
Limited

China Power International
Development Limited

0.5

0.2

2.5

0.75

0.75

2.2

0.5

1.5

0.5

2.60

3.50

3.95

3.54

3.60

3.88

3.48

3.90

3.19

3.00

3.85

3.85

2.40

3.68

3.20

3.25

3.28

3.10

1.61

1.61

2.00

2020/9/14

2020/9/11

2020/8/24

2020/8/14

2020/8/5

2020/7/30

2020/7/29

2020/7/23

2020/7/16

2020/7/7

2020/6/24

2020/6/24

2020/6/15

2020/6/12

2020/6/8

2020/6/5

2020/6/5

2020/5/29

2020/5/29

2020/5/29

2020/5/29

2021/6/11

2023/9/11

2023/8/24

2023/8/14

2023/8/5

2023/7/23

2023/7/29

2023/7/23

2021/7/16

2025/7/7

2023/6/24

2023/6/24

2023/6/15

2025/6/12

2023/6/8

2023/6/5

2023/6/5

2025/5/29

2020/11/25

2020/11/25

2021/2/23

0.75

0.49

0.49

0.74

SCP

Commercial
Bank Bond

MTN

MTN

MTN

Corporate
Bond

Corporate
Bond

International
Institutional
Bond

PPN

International
Institutional
Bond

PPN

PPN

International
Institutional
Bond

MTN

PPN

PPN

MTN

Corporate
Bond

SCP

SCP

SCP

China Interbank
Market
China Interbank
Market

China Interbank
Market

China Interbank
Market

China Interbank
Market

Shanghai
Exchange
Market

Shanghai
Exchange
Market

China Interbank
Market

China Interbank
Market

China Interbank
Market

China Interbank
Market
China Interbank
Market

China Interbank
Market

China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
Shanghai
Exchange
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market

China
Chengxin
China
Chengxin
Shanghai
Brilliance
Rating
China
Chengxin
Shanghai
Brilliance
Rating
Shanghai
Brilliance
Rating
China
Chengxin /
United
Ratings
Shanghai
Brilliance
Rating

China
Chengxin
China
Chengxin

Lianhe
Ratings

China
Chengxin

China
Chengxin

China
Chengxin
China
Chengxin
China
Chengxin
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Beijing Enterprises Water Group
Limited

Bank of China Group Investment
Limited

Beijing Enterprises Clean Energy
Group Limited

China Mengniu Dairy Co. Ltd

Semiconductor Manufacturing
International Corporation

New Development Bank

Xiaomi Corporation

Hengan International Group
Company Limited
Hengan International Group
Company Limited
Hengan International Group
Company Limited

China Gas Holdings Ltd.

BMW Finance N.V.

BMW Finance N.V.

Hengan International Group
Company Limited
Semiconductor Manufacturing
International Corporation
Yuexiu Transport Infrastructure
Limited

Daimler International Finance BV

1.5

0.9

1.5

1.5

0.5

0.5

1.5

1.5

3

4.00

2.70

5.50

1.80

1.85

2.43

2.78

2.60

2.60

2.65

3.38

3.35

2.90

2.85

2.40

3.47

3.50

2020/5/13

2020/5/8

2020/4/29

2020/4/24

2020/4/16

2020/4/3

2020/4/3

2020/3/19

2020/3/19

2020/3/16

2020/3/10

2020/3/4

2020/3/4

2020/2/28

2020/1/13

2020/1/10

2020/1/9

2025/5/13

2023/5/8

2023/4/29

2020/11/20

2022/8/5

2023/4/3

2021/4/3

2020/12/11

2020/12/11

2020/12/10

2025/3/10

2023/3/4

2021/3/4

2020/11/24

2020/5/28

2023/1/10

2022/1/9

0.57

0.3

0.74

0.74

0.74

0.74

0.37

MTN

MTN

Corporate

Bond

SCP

SCP

International
Institutional
Bond

PPN

PPN

MTN

PPN

MTN

PPN

PPN

SCP

SCP

MTN

PPN

China Interbank
Market

China Interbank
Market

Shenzhen
Exchange
Market
China Interbank
Market
China Interbank
Market

China Interbank
Market

China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market

Shanghai
Brilliance
Rating
China
Chengxin /
Lianhe
Ratings

United
Ratings

China
Chengxin

China
Chengxin
China
Chengxin
China
Chengxin
China
Chengxin

Lianhe Rating

China
Chengxin
China
Chengxin
China
Chengxin
China
Chengxin
China
Chengxin

Sources: Bloomberg, CCX research
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