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CIFIHG: Ping An Bank casted a vote of confidence
B Recent price movements for CIFIHGs offer better entry opportunities Glenn Ko, CFA & &=
(852) 3657 6235
CIFIHGs were 16-25 lower over the past 4 weeks, partly reflected the weak glennko@cmbi.com.hk
market sentiment and partly reflected the vulnerability of high cash price
bonds to EM fund outflow. That said, we are impressed with CIFI's ability to Polly Ng £ £#%
access various funding channels (equity, onshore bonds, onshore loans and (852) 3657 6234
USD bonds) in a very challenging market environment. In our view, Ping An pollyng@cmbi.com.hk
Bank’s strategic cooperation agreement to offer CIFI M&A loans is a
confidence vote on the survival of CIFI. Furthermore, we believe that the James Wen 2 & 4K
risk of accounting issues will be low in view of Deloitte’s assurance report in (852) 3757 6291
Dec’21 when CIFI conducted the rights offer. At current valuations, CIFIHGs jameswen@cmbi.com.hk

offer better risk return profile for longer-term investors. We have Buy
recommendations on CIFIHGs.

B More M&A loans are possible

CIFI announced the strategic cooperation agreement with Ping An Bank
which will offer RMB5bn (cUSD770mn) for property M&As. As per our
discussions with CIFI, the M&A loans to be drawn down will be carved out
from 3 Red Lines estimates and can be used for land acquisitions through
M&As. The funding cost will be benchmarked with PBOC rate. The size of
loans is relatively small from a M&A perspective, but this will strengthen
CIFI's financial flexibility to continue the land replenishment required to
support sales momentum. More importantly, this agreement reflects Ping
An Bank’s view that CIFl is a survivor of the sector. It is noteworthy to point
out that Ping An Insurance is a shareholder of CIFI and holds a 6.6% stake
In CIFI. We understand that CIFI is under discussions with other banks for
M&A loans.

B Ability to access different funding channels and manageable debt
maturities in the near-term

CIFI has been able to access various funding channels even in a very
challenging environment. In addition to M&A loans, CIFI completed rights
issue to raise cUSD215mn in Dec’21. ltre-tapped CIFIHG 4.45%’26 to raise
USD150mn in Jan’22. CIFI is building the book for onshore 2+2 MTNs of
RMB1bn. The indicative coupon rate is 3.5%-4.8%. CIFI's debt maturity is
manageable. In FY22, the only remaining offshore public bonds are the dim
sum bonds with o/s amount of cRMB1.5bn (cUSD230mn) due Apr'22. CIFI
has just deposited funds for the repayment of RMB800mn due 21 Mar’22.
CIFI does not have any onshore bonds maturing or puttable in FY22.
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B Risk of accounting issues in FY21 results should be low

As discussed in our Asian HY corp outlook in Jan’22, we expect accounting issues such as change of auditors,
qualified opinions, account restatements, etc. for Chinese property developers. That said, we believe that the
risk is low for CIFI, taking comfort from Deloitte’s assurance report in the offering circular for rights issue dated
6 Dec’21. A quick check on the offering circular, its total debt level as at 31 Oct’21 was largely the same as that
of 30 Jun’21. CIFI will announce FY21 results on 24 Mar’21.
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