A Fixed Income
AA E Credit Commentary

CMB INTERNATIONAL
26 Feb 2025

CMBI Credit Commentary
Fixed Income Daily Market Update H 24z £ ¥%7% 3% P 3

e This morning, ANZ/CBAAU/WSTPNZ 28-36s widened 2-4bps.
BABA/TENCNT 27-31s were unchanged to 2bps tighter. NWDEVL Glenn Ko, CFA & #=
4.125/6.25 Perp were up 1.5pts. (852) 3657 6235
glennko@cmbi.com.hk
e LENOVO: Strong operating cash flow in 9MFY25 solidified its net cash
position. LENOVOs were 0.1-1.3pts higher post results announcement, and
0.1-0.2pts lower this morning. In Chinese TMT space, we like MEITUA 0
04/27/27, MEITUA 2.125 10/28/25, WB 3.375 07/08/30, XIAOMI 3.375  CyrenaNg, CPA &# &

04/29/30 and XIAOMI 2.875 07/14/31 for better risk-return profiles. See ~ (852) 3900 0801
below. cyrenang@cmbi.com.hk

e FAEACQO: Far East Consortium agreed to sell UK hotel and adjacent town
hall for totaled GBP47.2mn (cUSD60mn). FAEACO 12.764 Perp up 0.4pt

! : Jerry Wang EX!y
this morning.

(852) 3761 8919

jerrywang@cmbi.com.hk
¢ Trading desk comments % % & ¥ %35

Yesterday, UST vyield tightened 6-11bps. The recent new issues of KR/JP
were under better selling. DAESEC 28s/KANSEL 30s/ORIX 35s/HPHTSP
30s were unchanged to 2bps wider. MIZUHO/SUMIBK/KDB Float 30-31s
widened 1-2bps. Chinese TMT were skewed to better selling.
BABA/MEITUA/TENCNT/WB 27-31s widened 1-3bps. See our comments on
BABA’s 9MFY25 results on 25 Feb’25. The long end of CHGRIDs/SINOCHSs
were 1.2-1.8pts higher. In financials, Chinese AMCs were better offered.
CCAMCL/CFAMCI 26-30s and closed unchanged to 7bps wider. CMINLE
27s tightened 2bps, while BCLMHK 27s widened 3bps on Chinese AM selling.
HK T2s were mixed. SHCMBK 33s/DAHSIN 33s/BNKEA 34s closed 1-3bps
tighter, while NANYAN 34s widened 3bps on PB selling.
CBAAU/NAB/WSTPNZ 30-36s were 2-4bps wider. In AT1s, the new HSBC
6.95 Perp closed unchanged at par. BAERVX 7.5/DANBNK 7 Perps were
down 0.2pt. Meanwhile, TOPTB 48-50s widened 2-5bps on FM profit taking.
In HK corps, NWDEVL Perps/27-31s rose another 0.8-2.2pts and closed 1.0-
3.0pts higher WTD. In Chinese properties, CHIOLI 28-43s were up 0.3-0.8pt.
Outside properties, WESCHI 26s were up 0.5pt. MPEL/MGMCHI 26-29s
were down 0.1-0.3pt. Media reported MGM China is in talks for a USD2bn-
equivalent HKD syndicated loan for refinancing. In India, ADSEZs/ADANEMs
were down 0.2-0.3pt.

In LGFVs, media reported that Beijing Capital Group could launch a tender
offer for its USD450mn CPDEYV 3.85 07/14/25 and a concurrent USD bond
issuance as soon as next month. CPDEV 25-26s closed unchanged to 0.1pt
lower. There were two way interests on GXDVIN 28s/LZJHFH 28s. In SOE
perps, CHPWCN/COFCHK Perps were down 0.1pt.

PLEASE READ THE AUTHOR CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE CMBI Fixed Income
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¢ Last Trading Day’s Top Movers

Top Performers Price Change Top Underperformers Price Change
NWDEVL 6.15 PERP 53.7 2.2 MINMET 4.95 07/22/26 96.3 -0.7
CNPCCH 5.95 04/28/41 111.2 1.8 IIFPTN 1 1/2 01/27/26 95.2 -0.4
CHGRID 4 05/04/47 89.1 1.5 ADSEZ 5 08/02/41 80.8 -0.3
CHGRID 4 3/8 05/22/43 95.0 1.5 DALWAN 11 02/13/26 87.6 -0.3
SINOCH 6.3 11/12/40 110.9 1.3 ADANEM 3.949 02/12/30 86.0 -0.3

0,

%* Marco News Recap % WL#7 5 = R

Macro — S&P (-0.47%), Dow (+0.37%) and Nasdaq (-1.35%) were mixed on Tuesday. US Feb’25 Conference
Board's consumer confidence index was 98.3, lower than the market expectation of 102.7. UST yield retreated

on Tuesday, 2/5/10/30 yield at 4.07%/4.12%/4.30%/4.55%.

Rl

» LENOVO: Strong operating cash flow in 9MFY25 solidified its net cash position

%* Desk Analyst Comments -# & 3% W.&

Table 1: Lenovo’s key financials

USD mn 9IMFY24 9IMFY25 Change
Revenue 43,031 52,093 21%
-Intelligent Devices Group (IDG) 34,137 38,720 13%
-Infrastructure Solutions Group (ISG) 6,389 10,404 63%
-Solutions and Services Group (SSG) 5,652 6,307 12%
Gross profit 7,375 8,315 13%
Operating profit 1,517 1,833 21%
Profit for the period 849 1,338 58%
Profit attributable to equity holders of the Company 763 1,295 70%
Operating cash flow 1,468 2,122 45%
Capex 1,032 899 -13%
Gross profit margin 17.1% 16.0% -118bps
Operating expense to revenue ratio 13.6% 12.4% -117bps
Net profit margin 2.0% 2.6% +59bps
Mar’24 Dec’24 Change

Cash and cash equivalent 3,626 4,071 12%
ST debts 50 1,057 1995%
LT debts 3,570 2,621 -27%
Total debts 3,620 3,678 2%
Net debt/ (net cash) (6) (393) 6763%

Source: Company filling, CMBI Research.
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Lenovo reported 21% yoy growth in revenue and 58% yoy growth in net profit in 9MFY25. IDG remains the
largest revenue contributor during the period, while ISG showed the highest growth of 63% yoy under strong
demand for cloud and enterprises solutions. By geographical location, US is the highest revenue contributor
representing 33% of the total revenue, following by EMEA (25%), China (24%) and APAC ex. China (18%).
However, 9MFY25 gross profit margin dropped by 118bps due to lower profitability in ISG business. During
IMFY25, profit rose 58% yoy, attributable to the lower expense-to-revenue ratio under disciplined expense
management, as well as one-off deferred tax credit of USD282mn during the period.

Lenovo’s net cash position increased to USD393mn as of Dec’24 from USD6mn as of Mar'24, thanks to higher
operating cash flow and lower capex with higher cash balances. The lower capex was mainly due to less
investments in patent and technology and buildings as well as assets under construction. As of Dec’24,
Lenovo’s cash and cash equivalent increased by 12% from that of Mar24. Lenovo’s ST debts increased
significantly from the level of Mar'24, owning to the reclassification of USD965mn bonds due in Apr'25 to current
from non-current. That said, the refinancing risk is low given its growing net cash position.

Lenovo expects its future revenue growth to be driven by Hybrid Al and its comprehensive Al portfolio. Its
strategic partnership with Alat, a USD100bn sovereign fund, is expected to accelerate growth in the Middle
East and Africa region. We expect that Lenovo will continue to fund its capex via operating cash flow, in view
of the positive free cash flow generation over the past five years and that would allow Lenovo to maintain its
net cash position in the coming 2-3 years. Furthermore, Lenovo also has access to different funding channels.
As of Dec’24, it has unused trade lines and short-term money market facilities totaled USD4.1bn.

In Chinese TMT space, we prefer MEITUA, WB and XIAOMI as we view they are less sensitive to incremental
sanction measures from the US. We maintain buy on MEITUA 0 04/27/27, MEITUA 2.125 10/28/25, WB 3.375
07/08/30, XIAOMI 3.375 04/29/30 and XIAOMI 2.875 07/14/31. For investors with lower risk appetite, we
recommend buy on TENCNT 3.595 01/19/28 and TENCNT 3.975 04/11/29 for shorter tenor given our
preference for shorter-tenor plays and their lower cash prices among the shorter tenor TENCNT bonds.

Table 2: Our Chinese TMT picks

Security name ISIN (C:é;/:) Ask px Z-(sbppr:z)ad YTM/YTP Firdsattzut Put px
MEITUA 0 04/27/27 XS2333568751 1,484 99.5 118 5.4% 27 Apr25 100.37
MEITUA 2.125 10/28/25 US58533EAB92 750 98.3 48 4.7%
WB 3.375 07/08/30 US948596AE12 750 92.2 117 5.1%
XIAOMI 3.375 04/29/30 US98422HAA41L 600 93.3 97 4.8%
XIAOMI 2.875 07/14/31 US98422HACO7 800 89.1 100 4.9%
TENCNT 3.595 01/19/28 US88032WAG15 2,500 97.5 62 4.5%
TENCNT 3.975 04/11/29 US88032WAN6G5 3,000 97.8 69 4.6%
Source: Bloomberg.
» Offshore Asia New Issues (Priced)
Issuer/Guarantor Size (USD mn) Tenor Coupon Priced Issue Rating
(M/S/F)
Bank of China Sydney Branch 500 3yr SOFR+50 SOFR+50 AL/AIA
Chengdu Jianjiang Investment Group 70 3yr 5.0% 5.0% Unrated
Jinjiang Rgage?/':oi:;deg; ggnS”“Ct'on 158 364d 6.35% 6.35% Unrated
Varanasi Aurangabad NH-2 Tollway 316 9NC3 5.9% 5.9% Baa3/-/BBB-
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» Offshore Asia New Issues (Pipeline)

. - Issue Rating
Issuer/Guarantor Currency Size (USD mn) Tenor Pricing (M/S/F)
Chengdu Dongfangguangyi USD - 3yr 5.8% Unrated
Investment Co
ANC3/ T+110/
ANC3/ SOFR Equiv/
HSBC Holdings Plc uUsD - 6NC5/ T+130/ A3/A-/A-
6NC5/ SOFR Equiv/
11NC10 T+145

» News and market color
¢ Regarding onshore primary issuances, there were 122 credit bonds issued yesterday with an amount
of RMB125bn. As for month-to-date, 1,082 credit bonds were issued with a total amount of RMB974bn

raised, representing a 61.2% yoy increase

e Adani Group and Vedanta Limited both plan to invest INR500bn (cUSD5.8bn) in the northeastern
Indian state of Assam

e [CIKLIS] Cikarang Listrindo looking to issue USD bonds up to USD350mn to partially refinance CIKLIS
4.95 09/14/26 of USD500mn

o [CPDEV] Beijing Capital Group is looking to launch a tender offer for its USD450m CPDEV 3.85
07/14/25 and a concurrent USD bond issuance as soon as next month

e [DALWANI] Zhuhai Wanda Commercial still proceeding with IPO with potential downsizing

e [FAEACQ] Far East Consortium agreed to sell UK hotel and adjacent town hall for totaled GBP47.2mn
(cUsSD60mn)

e [LMRTSP] LMIRT FY24 gross revenue fell 1.4% yoy

¢ [LVGEM] LVGEM (China) extends expiration date of consent solicitation for three guaranteed bonds
due Jan’25 to 21 Mar’25 from 25 Feb’25

e [MGMCHI] MGM China seeks USD2bn-equivalent loan for refinancing
e [SHIMAO] Shimao said a petition filed in Hong Kong to liquidate the company has been withdrawn

Fixed Income Department

Tel: 852 3657 6235/ 852 3900 0801

fis@cmbi.com.hk

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital
Corporation Limited (a wholly owned subsidiary of China Merchants Bank)

Author Certification
The author who is primary responsible for the content of this research report, in whole or in part, certifies that with
respect to the securities or issuer that the author covered in this report: (1) all of the views expressed accurately
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reflect his or her personal views about the subject securities or issuer; and (2) no part of his or her compensation
was, is, or will be, directly or indirectly, related to the specific views expressed by that author in this report.

Besides, the author confirms that neither the author nor his/her associates (as defined in the code of conduct issued
by The Hong Kong Securities and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this
research report within 30 calendar days prior to the date of issue of this report; (2) will deal in or trade in the stock(s)
covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of
the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed
companies covered in this report.

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable
for the purposes of all investors. CMBIGM does not provide individually tailored investment advice. This report has
been prepared without regard to the individual investment objectives, financial position or special requirements. Past
performance has no indication of future performance, and actual events may differ materially from that which is
contained in the report. The value of, and returns from, any investments are uncertain and are not guaranteed and
may fluctuate as a result of their dependence on the performance of underlying assets or other variable market
factors. CMBIGM recommends that investors should independently evaluate particular investments and strategies,
and encourages investors to consult with a professional financial advisor in order to make their own investment
decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of
supplying information to the clients of CMBIGM and/or its affiliate(s) to whom it is distributed. This report is not and
should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or enter into
any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or
employees shall be liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in
relying on the information contained in this report. Anyone making use of the information contained in this report does
so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information
believed to be publicly available and reliable. CMBIGM has exerted every effort in its capacity to ensure, but not to
guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information, advices and
forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may
issue other publications having information and/ or conclusions different from this report. These publications reflect
different assumption, point-of-view and analytical methods when compiling. CMBIGM may make investment
decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.
CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies
referred to in this report for itself and/or on behalf of its clients from time to time. Investors should assume that
CMBIGM does or seeks to have investment banking or other business relationships with the companies in this report.
As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity
of this report and CMBIGM will not assume any responsibility in respect thereof. This report is for the use of intended
recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or published in whole or in
part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

Disclaimer:

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (as amended from time to time)(“The Order”) or (ll) are persons falling within
Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and may not
be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules
regarding the preparation of research reports and the independence of research analysts. The research analyst who
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is primary responsible for the content of this research report is not registered or qualified as a research analyst with
the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under
FINRA Rules intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon
the reliability of the research report. This report is intended for distribution in the United States solely to "major US
institutional investors", as defined in Rule 15a-6under the US, Securities Exchange Act of 1934, as amended, and
may not be furnished to any other person in the United States. Each major US institutional investor that receives a
copy of this report by its acceptance hereof represents and agrees that it shall not distribute or provide this report to
any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on
the information provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No.
201731928D), an Exempt Financial Adviser as defined in the Financial Advisers Act (Cap. 110) of Singapore and
regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial
Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor,
Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of Singapore,
CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law.
Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the
report.



