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EU proposed tariffs on USD 20 billion of US
imports; ICBC issued its first green BRBR bonds

Headline: EU proposed tariffs on USD 20 billion of US imports

On April 17, the EU threatened to impose tariffs on USD 20 billion worth of US imports,
including aircrafts, chemicals and agricultural products. This tariff list was a
countermeasure for the US, as the US initiated the investigation under Section 301 of the
Trade Act of 1974 on the EU subsidies for Airbus, and planned to put tariffs on USD 11
billion of EU imports. This suggested that the dispute between the US and EU on provision of
subsidies on Boeing and Airbus further evolved. On April 17, Cecilia Malmstrom, EU trade
commissioner, stated that the European companies must be able to compete on fair and
equal terms. “We (EU) do not want a tit-for-fat”, added by Cecilia.

Exchange Rate: RMB exchange rate sustained a stable trend

During the week, the RMB exchange rate remained stable with a slight decline. As of April
19, the intermediate RMB exchange rate closed at 6.7043, down 177 basis points from last
Friday. On April 18, the State Administration of Foreign Exchange stated that the operation
of the foreign exchange market has revealed a steady trend since the beginning of this year.
Generally, the supply and demand of the domestic foreign exchange market remained
basically balanced.

Interest Rate: 1D Shibor remained fluctuating, US Treasury yields

were relatively stable

Overnight Shibor continued its pattern of high volatility. Money market liquidity has further
tightened. During the week, overnight Shibor reached a high of 2.9980 on April 17, followed
by a small pullback and closed at 2.6610 on Friday. 3M Shibor revealed a steady trend with a
slight increase, closing at 2.8170. US Treasury yields were relatively stable this week,
because of the mingled of good and bad news. The strong performance in Q1 lifted investor
risk sentiment; on the contrary, the weak global manufacturing data depressed the
investors.

Chinese Offshore Bond Market
Primary Market: Real estate issuers had a refinancing strong demand; ICBC

issued its first green BRBR bonds

The Chinese real estate developers issued 7 tranches of bond with a total amount of USD 1.8
billion this week, given their strong refinancing demand. ICBC issued its first green bonds
focusing on Belt and Road inter-bank regular cooperation (“BRBR”), which were
denominated in CNY, USD and EUR, with equivalent amount of USD 2.2 billion. There were
14 new bonds with a total amount of USD 4.3 billion issued during the period from April 15
to 19.

Secondary market: Fitch downgraded 4 Tianjin-based Chengtou Companies,

CMIG and Kangde Xin exposed to credit events

On April 17, Fitch announced to downgrade the credit rating of 4 Tianjin-based Chengtou
companies, following by a downgrade of an internal assessment of the creditworthiness of
the Tianjin Municipal Government. On April 18, CMIG’s subsidiary announced that the
cross-defaults of 2 dollar bonds were triggered, as CMIG, the Keepwell Provider, extended
the payment date of its onshore bond. On April 19, Kangde Xin confirmed an event of default
of its dollar bond, as it was failed to pay the interest within the 30-day grace period.

Panda Bond Market: China Mengniu issued a new bond this week

On April 19, Mengniu Dairy issued its first SCP in 2019 in China’s Interbank Market valued at
1 billion RMB, with a tenor of 255 days and a coupon rate of 3.35%. This funding was
intended to supplement the working capital of its subsidiaries. China Chengxin International
Co., Ltd assigned AAA to the issuer of the bond, Mengniu Dairy. Mengniu Dairy was
registered to found in June 2002 at Cayman Island, and became a Hong Kong-listed company
in June 2004. Currently, China Oil and Food Import and Export Corporation (COFCO) enjoys
the position as its largest shareholder.
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Headline: EU proposed tariffs on USD 20 billion of US imports

On April 17, the European Union (“the EU”) threatened to impose tariffs on USD 20 billion
worth of US imports, including aircrafts, chemicals and agricultural products. This tariff list
was a countermeasure for the US, as the US initiated the investigation under Section 301 of
the Trade Act of 1974 on the EU subsidies for Airbus, and planned to put tariffs on USD 11
billion of EU imports.

The US and EU have been battling each other since 2004 at World Trade Organization
(“WTO”) over the subsidies for Boeing and Airbus. In 2004, the US accused that the EU
provided illegal subsidies to Airbus, and then in 2005, the EU complained that the US also
provided subsidies to Boeing. Finally, WTO judged that the subsidies provided by the US and
EU were both illegal.

The final tariff list will be considered the result of public consultation and the decision of the
WTO arbitrator on the appropriate level of countermeasures that the EU can impose on the
US. In a statement released on April 17, Cecilia Malmstréom, EU trade commissioner, stated
that the European companies must be able to compete on fair and equal terms. “We (EU) do
not want a tit-for-fat”, added by Cecilia.

Exchange Rate: RMB exchange rate sustained a stable trend

During the week, the RMB exchange rate remained stable with a slight decline. As of April 19,
the intermediate RMB exchange rate closed at 6.7043, down 177 basis points from last Friday.
On April 18, the State Administration of Foreign Exchange stated that the operation of the
foreign exchange market has revealed a steady trend since the beginning of this year
Specifically, the performance of RMB exchange rate stood out among the world's major
currencies. The U.S. dollar index rose 1.2% in the first quarter, and the emerging market
monetary index rose 0.7%. Concurrently, the RMB exchange rate elevated 1.9% against the
dollar. Generally, the supply and demand of the domestic foreign exchange market remained
basically balanced.

Figure 1 : RMB Exchange Rate
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Interest Rate : 1D Shibor remained fluctuating, US Treasury yields were relatively stable

Overnight Shibor continued its pattern of high volatility. Money market liquidity has further
tightened. During the week, overnight Shibor reached a high of 2.9980 on April 17, followed
by a small pullback and closed at 2.6610 on Friday. 3M Shibor revealed a steady trend with a
slight increase, closing at 2.8170. Overnight Hibor remained fluctuating, closing at 1.7136 on
April 18.

Figure 2 : Market Rate
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US Treasury yields were relatively stable this week. At the beginning of the week, some US
corporates, including UnitedHealth Group and Johnson & Johnson, released their first
quarter results, which beat the market expectations and lifted investor risk sentiment as well
as US Treasury yields. Yet, US Treasury yields slipped later of this week, after weak global
manufacturing data. As of April 19, the yields on 2-year, 5-year, 10-year and 30- year
Treasury note traded at 2.38%, 2.38%, 2.57% and 2.96%, changing by -2bp, Obp, 1bp and
-1bp over last week, respectively. The yield spread between 2-year and 10-year bond
increased by 3bp to 19bp while the yield spread between 5-year and 30-year bond decreased

by 1bp to 58bp.
Figure 3 : US Treasury Yields and Yields Spread
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Cross-horder Bonds Weekly

The credit spread of Barclays Asia USD high-yield bond was relatively stable. As of April 19,
the credit spread of investment grade index decreased by 2.2bp to 130bp while the credit
spread of high-yield index increased by 1.4bp to 466bp.

Figure 4 : Credit spread of investment grade bond and high-yield bond index
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Chinese Offshore Bond Market
Primary Market: Real estate issuers had a strong refinancing demand; ICBC issued

USD 2.2 bn green BRBR bonds

The Chinese real estate developers issued 7 tranches of bond with a total amount of USD 1.8
billion this week, given their strong refinancing demand. ICBC issued its first green bonds
focusing on Belt and Road inter-bank regular cooperation (“BRBR”), which were
denominated in CNY, USD and EUR, with equivalent amount of USD 2.2 billion. There were 14
new bonds with a total amount of USD 4.3 billion issued during the period from April 15 to
19.

Table 1 : New issuance of Chinese offshore bonds (20190415-20190419)

Pricing : Amount : : :
Obligor Currency o Maturity Tenor Industry Issuer Rating Issue Rating
date (million)

2019/4/15 Central China Real Estate Ltd UsbD 300 7.25 2023/4/124 4 Real Estate Ba3/B+/BB- B1/-/1BB-e

2019/4/15 RiseSun Real Estate Development Co Ltd usD 325 8 2022/4124 8 Real Estate Ba3/BB-/- B1/B+/-
Huai'an Water Conservancy Holding Grol

2019/4/16 CZ thd vaney nolding sroup-— gy 300 62 2022424 3 Real Estate I-I- el
Industrial & Commercial Bank of China

2019/4/16 CNY 1,000 3.3 2022/4/25 3 Banks Al/AIA Al/A/-

Ltd/Singapore

Industrial & Commercial Bank of China
2019/4/16 . EUR 500 0.25 2022/4125 3 Banks AL/AIA Al/A/-
Ltd/Singapore

Industrial & Commercial Bank of China
2019/4/16 . uUsD 900 3ML+72  2022/4/25 3 Banks AL/AIA Al/AI-
Ltd/Singapore

Industrial & Commercial Bank of China

2019/4/16 Ltd/Singapore UsD 600 3ML+83 2024/4/125 5 Banks AL/AIA Al/A-
2019/4/16 Kunming Iron & Steel Holdings Co Ltd usD 200 7.375 2021/4/23 2 Materials -/-/BBB *- -/-/BBBe
2019/4/17 CTI Capital Management Ltd usD 69 3.7 12/20/2019 247D Financials -I-/- -/-I-
2019/4/17 Modern Land China Co Ltd usD 300 12.85 2021/10/25 2.5 Real Estate B2/-/B -/-/IB
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2019/4/17 Ronshine China Holdings Ltd usb 200 8.75 2022/10/25 3.5 Real Estate B1/B/B+ B2/-/B+

2019/4/17 Sichuan Languang Development Co Ltd usD 330 12 2021/4/25 2 Real Estate -IB+/- -IBI-
China Development Bank Financial

20104118 o oVeoP nancl CNY 270 36 20220429 3 Financials ALAA+ 1-1-
Leasing Co Ltd

2019/4/18 DaFa Properties Group Ltd usD 41 135 2020/4/127 363D Real Estate -/-/- -/-I-

Sources: Bloomberg, CCX research

On April 15, Evergrande additionally issued USD 1 billion bonds, details are as follow:

Table 2 : Tap bond offering (20190415-20190419)

Pricing Amount Coupon
Obligor Currency Maturity
date (million) (%)
. 1,450
2019/4/15 China Evergrande Group usD 9.5 2022/4/11 3 Real Estate B1/B+/B+ B2/B/-
(reoffered 200)
850
2019/4/15 China Evergrande Group usD 10 2023/4/11 4 Real Estate B1/B+/B+ B2/B/-
(reoffered 400)
700
2019/4/15 China Evergrande Group usD 10.5 2024/4/11 5 Real Estate B1/B+/B+ B2/B/-
(reoffered 400)

Sources: Bloomberg, CCX research

Recently, Chengdu Tianfu New Area has planned for offshore bond issuance.

Secondary market : Fitch downgraded 4 Tianjin-based Chengtou Companies, CMIG and

Kangde Xin exposed to credit events

The returns on investment grade bond and high-yield bond index went up given a strong
market sentiment. As of April 19, the YTD return on Chinese USD corporate bond index was
4.64%, increasing by 16bp, of which investment grade bond index was 3.32% and high-yield
bond index was 7.82%, increasing by 14bp and 19bp over last week, respectively.

Figure 5 : YTD return on Chinese USD bond index
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On April 17, Fitch announced to downgrade the credit rating of 4 Tianjin-based Chengtou
companies, following by a downgrade of an internal assessment of the creditworthiness of
the Tianjin Municipal Government. The downgrade of Tianjin Municipal Government was
mainly driven by its slowing economic growth, counter-cyclical fiscal measures, i.e. tax cuts,
and rising indirect risk from its government-related entities (“GREs”).
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Table 3 : Rating actions taken by Fitch to the Tianjin-based Chengtou

Original Issuer New Issuer

Date Obligor Outlook
Rating Rating

2019/4/17 Tianjin Infrastructure Construction & Investment (Group) Co., Ltd A A- Negative

2019/4/17 Tianjin Rail Transit Group Co., Ltd. A A- Negative

2019/4/17 Tianjin Binhai New Area Construction and Investment Group Co., Ltd. A- BBB+ Negative

2019/4/17 Tianjin Free Trade Zone Investment Holding Group Co., Ltd. BBB+ BBB Negative

Sources: Fitch, CCX research

China Minsheng Investment Group Corp., Ltd. (“CMIG”) and Kangde Xin Composite Material
Group Co., Ltd. (“Kangde Xin"”) exposed to credit events. On April 18, CMIG’s subsidiary,
Boom Up Investments Limtied, announced that CMIG postponed the interest payment of its
2016 Private Placement Notes, Series 2 from April 8 to April 19. As CMIG, the Keepwell
Provider, extended the payment date, this triggered cross-defaults of 2 dollar bonds with
aggregate amount of USD 800 million due 2019-2020. On April 22, CMIG announced that it
was failed to repay the 2018 Super & Short-term Commercial Paper, Series 4 on time. CMIG
also stated that it transferred the capital as well as the interest to Shanghai Clearing House in
the evening of 22, and expected the repayment will be completed on April 23.

On April 19, Kangde Xin confirmed an event of default on its USD 300 million dollar bond due
2020, as it was failed to pay the interest within the 30-day grace period. Kangde Xin has not
yet introduced any funding policies for repayment or plans for debt disposal.

Panda Bond Market : China Mengniu issued a new bond this week

As of April 22, the number of Panda Bonds issued in 2019 was 10, with 8 issuers, a total
issuance scale of 16.5 billion Yuan, and an average coupon of 3.741%. Issued mostly in
China’s Interbank Market, tenor of these bonds varies, including one SCP, four 3-year bonds,
and five medium/long-term bonds. A new bond was issued in the Panda Bond market this
week, whose issuer was China Mengniu Dairy Co. Ltd (hereinafter referred to as “Mengniu
Dairy”).

Mengniu Dairy was registered to found in June 2002 at Cayman Island, and became a Hong
Kong-listed company in June 2004. Currently, China Oil and Food Import and Export
Corporation (COFCO) enjoys the position as its largest shareholder. The company
manufactures and distributes diversified products, including liquid milk products, ice cream,
milk formula and other dairy products. By the end of June 2018, the Group’s annual
production capacity reached 9.51 million tons. Mengniu made it on the “Global Dairy Top 10”
list published by Rabobank for two consecutive years, and Top 20 for ten consecutive years.
It is one of the leading dairy product manufacturers in China.

On April 19, Mengniu Dairy issued its first SCP in 2019 in China’s Interbank Market valued at
1 billion RMB, with a tenor of 255 days (approximately 0.7 year) and a coupon rate of 3.35%.
This funding was intended to supplement the working capital of its subsidiaries. China
Chengxin International Co., Ltd assigned AAA to the issuer of the bond, Mengniu Dairy.
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Table 4 : New issuance of Panda Bond in 2019 (20190101-20190422)

Amount

(RMB
million)

Coupon
(%)

Issue date

Maturity

Tenor Bond Type

Issue Market

Cross-horder Bonds Weekly

Local Rating Agency

China Mengniu Dairy Co. Ltd

GLP China Holdings Limited

United Overseas Bank Ltd

Bayerische Motoren Werke
(BMW) Finance NV
Semiconductor Manufacturing

International Corp.

New Development Bank

New Development Bank

China Everbright Water Ltd

Beijing  Enterprises = Water
Group Ltd
Beijing  Enterprises = Water
Group Ltd

10

33

20

30

15

20

10

10

10

3.35

4.35

3.49

3.57

3.32

3.89

3.95

4.49

2019/4/19

2019/3/18

2019/3/14

2019/3/8

2019/3/4

2019/2/26

2019/2/26

2019/1/21

2019/1/11

2019/1/11

2019/12/30

2028/3/18

2022/3/14

2022/3/8

2022/3/4

2022/2/26

2024/2/26

2024/1/21

2026/1/11

2029/1/11

10

SCP

Corporate
Bond
Corporate
Bond

MTN

MTN

MTN

Corporate
Bond

MTN

Corporate
Bond

MTN

China Interbank
Market
Shenzhen Stock
Exchange
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
China Interbank
Market
Shanghai Stock
Exchange
China Interbank
Market
China Interbank
Market

China Chengxin

Shanghai Brilliance

China Chengxin

China Chengxin

China Chengxin/China

Bond Rating

China Chengxin/Lianhe

China Chengxin/Lianhe

Shanghai Brilliance

Shanghai Brilliance
/Dagong
Shanghai Brilliance
/Dagong

Sources: Bloomberg, CCX research
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