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Headline: China's central bank cut LPR by 10 basis points; Powell %

emphasized at the hearing that the rate hike was only
"suspended" in June

The People's Bank of China authorized the National Interbank Funding Center to
announce that on June 20, 2023, 1-year LPR was 3.55%, 10 basis points lower than
the previous value. At the congressional hearing of the House Financial Services
Committee, Federal Reserve Chairman Powell emphasized that the Fed's decision
last week was only a temporary move and did not mean that it had completed raising
interest rates.

uUsD

Exchange Rate: index

increased

RMB continued to depreciate,

This week, RMB continued to depreciate. As of June 23, the RMB/USD middle rate
closed at 7.1795, increasing by 506bp from last Friday. The USD index increased by
0.6% to 102.903 from last Friday.

Interest Rate: Chinese Government Bond yield increased; US
Treasury yields were mixed

This week, the China Government Bond vyields increased. Influenced by Powell's
speech at the hearing, US Treasury yields were mixed.

Chinese Offshore Bond Market

Primary Market: Chinese offshore bond new issuance was reduced

From June 19 to June 23, due to the public holiday in China, there were 8 new issues
with total issued volume of USD710 million, decreasing by 69% from last week.
Among them, Yiwu State-owned Capital Operation Co., Ltd. is the largest issuer with
a total issued amount of USD400 million.

Secondary Market: Return on Chinese USD bond decreased

As of June 23, the YTD return on Chinese USD corporate bond index decreased by
30bp to 2.08% from last Friday, of which the return on investment-grade bonds
decreased by 0.2bp to 3.41%, while the return on high-yield bonds decreased by
211bp to -6.15%.

Rating Action: CCXAP assigns long-term credit ratings to 4 entities

CCXAP assigns long-term credit rating to 4 entities, including SDZF, TCIG, CXRD and
ZCAO.

Credit Event: Central China defaulted on offshore bond
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Headline: China's central bank cut LPR by 10 basis points; Powell
emphasized at the hearing that the rate hike was only "suspended" in
June

On June 20, the People's Bank of China authorized the National Interbank Funding Center to
announce that on June 20, 2023, 1-year LPR was 3.55%, 10 basis points lower than the previous
value; 5-year or above LPR was 4.2%, down 10 basis points from the previous value. This was the
first decline in LPR since last August.

On June 21, at the Congressional hearing of the House of Representatives Financial Services
Committee, Federal Reserve Chairman Powell emphasized that the Fed’s decision last week was
only a temporary move and did not mean that the rate hike had been completed. Inflation was still
far above the Fed’s target of 2%. There was still a long way to go to contain the inflation back to the
2% level, and the vast majority of FOMC members supported further interest rate hikes this year.

Exchange Rate: RMB continued to depreciate, USD index increased

This week, RMB continued to depreciate. As of June 23, the RMB/USD middle rate closed at 7.1795,
increasing by 506bp from last Friday; the RMB/EUR middle rate closed at 7.8396, increasing by
354bp from last Friday. The USD index increased by 0.6% to 102.093 from last Friday.

Figure 1: RMB exchange rate
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Interest Rate: Chinese Government Bond yield increased, US Treasury
yields were mixed

This week, the China Government Bond yields increased. As of June 23, the 1-year, 3-year, 5-year,

7-year and 10-year China Government Bond yields were 1.9161%, 2.2799%, 2.4744%, 2.6613%
and 2.6701% respectively, increasing by 3.4bp. 1.1bp. 2.0bp. 1.7bp and 0.8bp from last Friday.
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Figure 2: China Government Bond yields
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Influenced by Powell's speech at the hearing, US Treasury yields were mixed. As of June 23, 2-year,
5-year and Treasury yields were 4.7412 % and 3.991 % respectively, increasing by 2.7bp and 0.8bp
from last Friday, while 10-year and 30-year US Treasury yields were 3.7347% and 3.8115,
decreasing by 2.7bp and 4.1bp respectively. In terms of US Treasury bond spreads, the spread
between 2-year and 10-year Treasury bonds widened by 5bp to -100.7bp from last Friday, and the
spread between 5-year and 30-year Treasury bonds narrowed by 5bp to -18bp from last Friday.

Figure 3: US Treasury yields and yield spreads
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As of June 21, the yield spread between China and US 10-year note was -106.5bp, decreasing by
3.4bp from last Friday and widening by 2.5bp from the beginning of the year.
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Figure 4: Yield spread between China and US 10-year note

4.50%
4.00% 80D
p
3.50%
3.00%
—— 30bp
2.50%
0,
2.00% H ‘ -20bp
1.50%
0,
1.00% -70bp
0.50%
0.00%
NS ANDMNDNTO O O0MOMOMNONDNDNDNDENDNNDS Y O
CO 1 AN ANOO " TN NOO A - NNOO AN NOO " NNOO——N
e S e e T e e e e S e e e e e e S e e e e e e e L S S S S S S S
A AN NN N NN PR FFFODLLWLLELLWN YOO 0D
CO 000000 OO0 0000000000000 00000C000 0000
NN N N N N N N N N N N N S S N N N L N N N N N e L e e e =
(o B or s IR o p i o p N o o I o o I o o I o p I o P I o S IR S S I S S T A P T P T P I o P R A I S P IR A P I S P T A P I o P I A o I A o B o p I o p I o o I o N o I o O I A D I 9 0 |
NN NANAN NN NN NNANANSNNSNNAN NN ANNNANNNSNNNNSN NN NN
[sheelsaololshashashesol=shaohsh=hshshohshahshahshshshshshasBhasheohshaohaohsha)
NN N AN NN N NN NNANNSN NSNS NN NN N NN NN NN
= Spread between China and US bond (RHS) ~ e==== China (LHS)  ====US (LHS)

Sources: CCXAP research

Primary Market: Chinese offshore bond new issuance decreased

From June 19 to June 23, due to the public holiday in China, there were 8 new issues with total
issued volume of USD710 million, decreasing by 69% from last Friday. Yiwu State-owned Capital
Operation Co., Ltd. is the largest issuer with a total issued amount of USD400 million.

Table 1: New issuance of Chinese offshore bonds (20230619-20230623)

Pricing Obligor Currency | Amount Coupon Maturity Tenor Industry Issuer Issue
Date (million) (%) Rating Rating
20236119 | MB cha:cthaO: Leasing usD 50 SOFR+70 | 2023/12/27 | 183D | Financials | A3/BBB+/- | -/-/-
China Securities
2023/6/19 International Finance usD 0.6 5.5 2023/12/26 183D Financials -/-/- -/-/-
Holding Co Ltd
Bank of SOFRIX
2023/6/20 Communications Co usb 150 65 2026/6/29 3 Financials A2/A-/- -

Ltd/Hong Kong
China Securities
2023/6/20 International Finance HKD 10 5 2024/6/26 1 Financials -/-1- -/-1-
Holding Co Ltd
Huatai International

2023/6/20 Financial Holdings Co usb 11 0 2023/11/27 | 154D | Financials -/BBB+/- -/-1-
Ltd
Yiwu State-owned
2023/6/20 | Capital Operation Co UsD 400 57 2026/6/27 3 | Chengtou | B33/ | Baas,
/BBB /BBB
Ltd
2023/6/21 Goho Asset usD 87.6 8.5 2024/6/25 | 364D | Financials /-1 /-1
Management Co Ltd
Huatai International
2023/6/21 Financial Holdings Co usb 10 5.5 2023/9/27 92D Financials -/BBB+/- -/-1-

Ltd

Sources: CCXAP research
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Return on Chinese USD bond decreased
——High-yield TRI
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As of June 23, the YTD return® on Chinese USD corporate bond index decreased by 30bp to 2.08%
from last Friday, of which the return on investment-grade bonds decreased by 0.2bp to 3.41%, while

the return on high-yield bonds decreased by 211bp to -6.15%. In terms of sector indices, the return
on non-financials, financials, real estate and Chengtou bonds were 3.75%, 0.76% and -10.05%,

respectively, decreasing by 1bp, 51bp and 302bp from last Friday, while return on Chengtou bond

increased by 1bp t0 4.01%
Friday. The yield spread of investment-grade bonds increased slightly by 0.8bp to 134.59bp, and

the spread of high-yield bonds increased by 9.0bp to 1378.39bp.

As of June 23, the yield spread of Chinese dollar bonds decreased by 1.1bp to 310.08bp from last

Secondary Market

Sources: CCXAP research
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The 10 bonds with the largest yield increase from June 19 to June 23 are shown in the table below.
Among them, Skyfame International Holdings Ltd changed the most.

Table 2: Chinese offshore bonds with largest yield increases (20230619-20230623)

. . Last Price Years to Yield to

Sty e OHERD (USD) Maturity Convention
SKYFAM 13 12/16/23 Skyfame International Holdings Ltd 10.508 0.47 2175.13 6176.6
FOSUNI 6 % 07/02/23 Fosun International Holdings Ltd 99.878 0.14 41.61 4384.2
DALWAN 6 7 07/23/23 Wanda Pmperﬂ;ﬁtlgsema“onal co. 86.662 0.07 241.98 3668.4
AGILE 8 ¥ PERP Agile Group Holdings Ltd 14.472 PERP 1471.42 3509.2
THSCPA 7.95 05/13/24 Tuspark Forward Ltd 19.939 0.88 347.69 2740.1
FWDINS 6.675 PERP FWD Ltd 91.073 PERP 122.45 1362.9
AGILE 7 78 PERP Agile Group Holdings Ltd 14.89 PERP 327.48 1139.1
CHGRAU 9.109 PERP Baoxin Auto Finance I Ltd 51.03 PERP 305.82 1036.8
AGILE 5% 04/21/25 Agile Group Holdings Ltd 31.766 1.81 87.83 681.3
OCTOWN 4 ' PERP Overseas Ch'”eseﬁw” Enterprise Co 99.815 PERP 14.28 618.9

Sources: CCXAP research

Rating Action: CCXAP assigned long-term credit ratings to 4 entities

On June 19, China Chengxin (Asia Pacific) Credit Ratings Company Limited (“CCXAP”) has assigned
first time long-term credit rating of BBBg+ to Zibo City Asset Operation Group Co., Ltd. (“ZCAQO” or
the “Company”), with stable outlook.

On June 20, CCXAP has assigned first time long-term credit rating of BBBg- to Chengdu Xingdong
Rural Development Group Co., Ltd. (“CXRD” or the “Company”), with stable outlook.

On June 21, CCXAP has assigned first time long-term credit rating of Ag- to Tongxiang City
Construction Investment Group Co., Ltd. (“TCIG” or the “Company”), with stable outlook.

On June 23, CCXAP has assigned first-time long-term credit rating of BBB; to Shandong Zhengfang
Holding Group Co., Ltd. (“SDZF” or the “Company”), with stable outlook.

Table 3: Credit rating from CCXAP (20230619-20230623)

Debt ‘ Rating Rational

Rating

RatingDate‘ Obligor ‘ Entity Rating ‘

The credit rating is underpinned by the company’s (1) high strategic
importance as the urban developer and operator in Zibo City, with sufficient
project reserves; (2) solid track record of receiving government payments; and
(3) diversified funding sources. However, the Company’s rating is constrained
by (1) medium exposure to commercial activities, with large capital
expenditure needs; and (2) rapid debt growth and moderate asset liquidity

2023/06/19 ZCAO BBBg+ -

The credit rating is underpinned by the company’s (1) strategic role as the sole
agricultural infrastructure constructor and service provider in Longquanyi
District; (2) good sustainability of infrastructure construction business; and (3)
2023/06/20 CXRD BBBg- - track record of receiving government payments. However, the rating is
constrained by the Company’s (1) moderate exposure to commercial
activities; (2) high debt leverage and moderate assets liquidity; and (3) large
reliance on non-standard financing.

The credit rating is underpinned by the company’s (1) most important position
in the development of Tongxiang City; (2) high sustainability of public policy
businesses; (3) good track record of receiving government payments; and (4)
good access to multiple financing channels. However, the Company’s rating is

2023/06/21 TCIG A A~
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constrained by its (1) medium exposure to commercial activities with
manageable commercial risks; and (2) fast debt growth and moderate asset
liquidity.

The credit rating is underpinned by the company’s (1) important role in the
infrastructure construction of Zoucheng City, especially the Zoucheng
Economic Development Zone (“Zoucheng EDZ”); (2) increasing importance in
the provision of local public utility services; and (3) solid track record of
government support. However, the Company’s rating is constrained by its (1)
medium exposure to commercial activities; (2) increasing debt burden with
large investment needs; and (3) large share of non-standard financing and
unstable financing structure.

2023/06/23 SDZF BBBg -

Sources: CCXAP research

From June 19 to June 23, rating agencies took 4 positive rating actions on Chinese issuers.

Table 4: Credit rating changes of cross-border bond market (20230619-20230623)

Current Rating ‘ Previous Rating e
Entity Outlook Agency Reason of Change

Rating

Entity Sector Entity

Rating
 InternationalRating: |

‘ Outlook Date ‘

Taizhou Medical

Taizhou Huaxin Zone’s  enhanced
Pharmaceutical Healthcare BBBg STABLE | 2023/06/19 | BBBg- | STABLE | 2022/09/30 | CCXI economic and fiscal
Investment Co., Ltd. position in Taizhou
City
Enhanced strategic
Jiaxing Wenchuan City importance in the
Investment Chengtou Baa2 | STABLE | 2023/06/20 | Baa3 | POS 2022/12/13 | Moody's | Cty!eadstoahigher
Development Group Co., support willingness
‘%; Ltd. by the Jiaxing
5 government
o
5
Strengthened
ENN Natural Gas Co., Utilities BBB- | POS 2023/06/21 | BBB- | STABLE | 2022/06/21 | Fitch financial - profiles
Ltd. and a sustained

deleveraging trend

Strengthened

ENN Energy Holdings Utilities BBB+ | POS 2023/06/21 | BBB+ | STABLE | 2022/06/21 | Fitch financial profiles
Limited and a sustained

deleveraging trend

Sources: CCXAP research

Credit Event: Central China defaulted on offshore bond

On June 23, Henan Province’s leading real estate company, Central China Real Estate Limited
(“Central China”) announced that the company is unable to pay the interest of the 7.75% USD300
million senior notes due in 2024 before the end of the grace period, and the company will suspend
the payment to all foreign creditors, constituting an event of default.
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Copyright © 2023 China Chengxin (Asia Pacific) Credit Ratings Company Limited (“CCXAP"). All rights reserved.

No part of this publication may be reproduced, resold, or redistributed in any form or by any means, without prior written permission
of CCXAP.

A credit rating is the analytical result of current credit worthiness and forward-looking opinion on the credit risk of a rated entity or
a debt issue. Credit ratings issued by CCXAP are opinions on the current and relative future credit risk of the rated entities or debt
issues, but do not address any other risks, including but not limited to liquidity risk, market price risk, and interest rate risk.

Credit ratings, non-credit assessments, and other opinions included in CCXAP's publications are not recommendations for investors
to buy, sell, or hold particular securities, nor measurements of market value of the rated entities or debt issues. While obtaining
information from sources it believes to be reliable, CCXAP does not perform audit and undertakes no duty of independent verification
or validation of the information it receives from the rated entities or third-party sources.

All information contained herein belongs to CCXAP and is subject to change without prior notice by CCXAP. CCXAP considers the
information contained herein to be accurate and reliable. However, all information is provided on an "as is" and "as available" basis
and CCXAP does not guarantee accuracy, adequacy, completeness, or timeliness of the information included in CCXAP's publications.

To the extent where legally permissible, CCXAP and its directors, officers, employees, agents and representatives disclaim liability to
any person or entity (i) for any direct or compensatory losses or damages, including but not limited to by any negligence on the part
of, and any contingency within or beyond the control of CCXAP or any of its directors, officers, employees, agents or representatives,
arising from or in connection with the information contained herein or the use of or inability to use any such information; and (ii) for
any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information
contained herein or the use of or inability to use any such information, even if CCXAP or any of its directors, officers, employees,
agents or representatives is advised in advance of the possibility of such losses or damages.

China Chengxin (Asia Pacific) Credit Ratings Company Limited
Suites 1904-1909, 19/F, Jardine House,

Address: 1 Connaught Place, Central, Hong Kong
Website: WWW.CCxap.com
Email: info@ccxap.com
Tel: +852 2860 7111
Fax: +852 2868 0656
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