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Asian IG space overall tightened 1-4bps and flows skewed to better buying.
LGFVs were two-way balanced and Yiwu names were more active due to
YWSOAQ'’s new issue mandate. SOE Perps/AT1s sectors were quiet this
morning.

China Economy — On the brink of deflation. CMBI revises down the forecast
for China’s CPI and PPI growth rates in 2023 from 1.4% and -1.6% to 0.8%
and -2.3%. See below for comments from our economic research.

DALWAN: Mixed news flows continue. Media reported that the freeze of
Dalian Wanda Group’s RMB735mn stake in Shanghai Wanda Small Loan
frozen and DALWAN’s RMB982mn stakes in Zhuhai Wanda, as well as the
sales of 3 shopping malls for an undisclosed amount. DALWANs down 1.5 to
2.75pts this morning.

Trading desk comments & % & # %5

Last Friday, Asia ex JP IG space remained to be traded in a very narrow
range. Flows were skewed to better buying. The recent new issues CKHH
28s/33s grinded 1bp tighter. KNBZMKs edged 1bp wider. In Chinese SOEs,
HAOHUAS/SINOCHSs were under better buying. HAOHUA 27s-30s edged 2-
4bps tighter. TMT benchmarks TENCNT 25s/BABA 27s widened 1-4bps. The
high beta TMTs continued to be under better buying. LENOVO/XIAOMI/
MEITUA/WB tightened 5-7bps. In AMC space, HRINTHs were another 0.5-
1.5pts higher (30-50bps tighter). In AT1s, Chinese bank AT1s were kept
afloat by robust onshore demand from RMs. Whilst HSBC/STANLN AT1s
were under small better selling from regional PBs on the day. Elsewhere,
Thai/Korean AT1s such as WOORIB/OCBCSP Perps were better-offered.
Chinese properties were largely firm. FUTLANS/FTLNHDs jumped 3.5-
5.25pts. COGARDs/SINOCEs were hid up 1-3pts across the curve.
LNGFORs were traded up around 0.5-1.5pts. CHINSC 24s were traded up
1-2pts to close around 10pts higher WoW. DALWANs were among the
exceptions to decline 0.5-1pt and closed 3-5pts lower WoW. In industrials,
FOSUNIs/ANTOILs gained 1.5-2.25pts. EHICARs were up 0.5-1pt. Macau
gaming papers such as STCITY/WYNMAC 28s/29s were indicated 0.5-
0.75pt higher. Indian names performed mixed. VEDLNs were marekd up 0.5-
1.5pts, GRNKENSs gained 0.5-1pt. AZUPOEsS, on the other hand, were traded
down 2.75-3.25pts. In Indonesian space, INDYIJs moved 0.25pt higher.
LPKRIJ 25s/LMRTSP 26s were bid up 0.25-0.3pt. Elsewhere, GLPCHIs were
up 0.5pt.

The LGFV/Perp spaces had a typical quiet Friday session. The front end
LGFVs and SOE Perps remained heavy although we were getting increasing
interests from Chinese RM in the latter at >=6%. Away from 23s, LGFVs were
largely stable amid overall light two-way flows. In Shandong/Chongging

PLEASE READ THE AUTHOR CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE

Fixed Income
Credit Commentary

12 Jun 2023

Glenn Ko, CFA Z&#=

(852) 3657 6235
glennko@cmbi.com.hk

Cyrena Ng, CPA &7 %

(852) 3900 0801
cyrenang@cmbi.com.hk

Jerry Wang EX!y

(852) 3761 8919
jerrywang@cmbi.com.hk

CMBI Fixed Income
fis@cmbi.com.hk


mailto:glennko@cmbi.com.hk
mailto:cyrenang@cmbi.com.hk
mailto:jerrywang@cmbi.com.hk

12 Jun 2023

names, SHGUOH 24s/QDJZWD 25s were quoted down 0.125pt. CQNANA 26s were marked 0.125pt higher. HK
Corp perps were mixed. NWDEVL Perps were marked 0.5-1.5pts higher. LIFUNG/FWDGRP Perps were down
0.5-1pt.

*%* Last Trading Day’s Top Movers

Top Performers Price Change Top Underperformers Price Change
FUTLAN 6 08/12/24 74.4 5.2 AZUPOE 5.65 12/24/24 82.1 -3.1
FTLNHD 4 1/2 05/02/26 48.2 4.5 SINOCE 6.946 PERP 14.2 -1.3
FTLNHD 4.8 12/15/24 70.9 4.3 NXPI 5.35 03/01/26 99.6 -1.1
FUTLAN 4.45 07/13/25 56.8 3.8 LIFUNG 5 1/4 PERP 49.5 -0.9
FTLNHD 4 5/8 10/15/25 56.3 3.4 DALWAN 6 7/8 07/23/23 90.0 -0.9

+* Marco News Recap % .37 5 = B

Macro — S&P (+0.11%), Dow (+0.13%) and Nasdaq (+0.16%) slightly rose on Last Friday ahead of May CPI to
be published this week. Markets expect the May CPI is +0.3% mom, retreated from +0.4% mom in Apr and there
is c70% probability that the Fed will keep the 5.0% to 5.25% interest rate unchanged in Jun’s meeting. The US
treasury rallied higher on Last Friday, the 2/5/10/30 yield reached 4.59%/3.92%/3.75%/3.89%, respectively.
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¢ Desk analyst comments 4 % ¥ %%
» China Economy — On the brink of deflation

China’s CPI growth remained close to zero in May amid weak consumer demand and tough supply competition.
CPl in durables continued to decline as housing sales and durable consumption further weakened. Employment
condition remained tough especially for the youth as housing rent continued to decrease. Healthcare, tourism,
recreational service and social-activity-related items were the few bright spots in China’s consumption recovery
as CPl in those sectors continued to rebound. China’s PPI further declined as domestic economy weakened and
overseas credit condition tightened. Chinese enterprises continued to reduce inventory and remained cautious
on capex expansion. We revise down our forecast for China’s CPI and PPI growth rates in 2023 from 1.4% and
-1.6% to 0.8% and -2.3%. The deflation pressure indicates aggregate demand remains weak while supply-side
competition is tough in most sectors. The deflation shadow will increase debt burden and hurt durable
consumption and capex demand. China is likely to mildly cut LPRs and ease property policies to defy the deflation
risk and boost the growth in next few months.

CPI growth remained low as consumer demand was weak. CPI rose 0.2% YoY in May after rising 0.1% YoY
in April. Food inflation mildly rose as food CPI picked up 1% YoY in May after rising 0.4% in April. Energy sector
continued with the deflation trend as fuel CPI further declined 11.1% YoY in May after dropping 10.4% YoY in
April. Core CPI growth remained low at 0.6% YoY in May as overall consumption was weak. Breaking down
sectors, CPI in telecom equipment, transport vehicle and home equipment & facility further declined in YoY
perspective, as durable consumption remained weak. Employment condition especially for the youth remained
tough as housing rent continued to decline in May. Medicines, medical services, travel services, recreational
services and footwear experienced a mild reflation as demand recovered better in those sectors than other
sectors.

PPI further declined as domestic economy weakened and overseas credit condition tightened. PPI further
declined 4.6% YoY in May after dropping 3.6% YoY in April. Domestic economy weakened as housing sales,
durable consumption, infrastructure investment and exports all deteriorated in May. Meanwhile, overseas credit
condition tightened after the small & medium banks’ turmoil in US. In addition, China increased imports of some
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commodities like coal, adding downside pressure on the PPI. PPl in coal mining, oil & gas mining, ferrous metal
and non-ferrous metal respectively fell 13.1%, 19.1%, 16.8%, and 8.4% after dropping 9.3%, 16.3%, 13.6% and
8.6% YoY in April. Meanwhile, prices of general equipment, auto and computer & telecom equipment respectively
decreased 0.4%, 1.1% and 1.7% YoY in May. From the MoM perspective, PPl declined 0.9% in May after
dropping 0.5% in April. Prices of liquor & beverage increased 0.3% MoM in May. However, prices of coal, ferrous
metals, petroleum product and crude oil & gas declined by 5.2%, 4.2%, 3.3% and 2.1% MoM in May.

We revise down our forecast for 2023 CPIl and PPI growth rates from 1.4% and -1.6% to 0.8% and -2.3%.
For one reason, domestic consumption, housing sales and business capex has been much weaker than our
expectations. Private business confidence has recovered too slowly due to bearish outlook on demand, tough
competition and high policy & geopolitical uncertainty. Therefore, employment condition has been unsatisfactory,
delaying the recovery of consumer confidence and spending. For another reason, service inflation has been
stickier than expected in advanced economies as their labor market has remained strong. The liquidity and credit
tightening cycle has lasted longer than expected, with more downside pressure on commodity prices.

CPIl and PPl may gradually improve from 2H23. China’s CPI growth may remain low with mild pick-up in 2H23.
Due to base effect and further economic recovery, the CPI growth should further rise in 2024. We expect the CPI
growth to reach 2.4% in 2024. PPI may narrow its YoY declines in 2H23 and rebound in 2024. We expect the
PPI to rise 1.7% in 2024.

China may mildly cut LPRs and ease property policies to defy deflation and boost growth. The deflation
pressure indicates demand remains weak while supply competition is tough in most sectors. The deflation
shadow will increase debt burden and hurt durable and capex demand. Looking forward, China may mildly cut
LPRs and ease property policies to defy the deflation risk and boost the growth. The LPR cut should be mild as
the PBOC is concerned about banks’ NIMs and the MoF pay attention to banks’ profit and dividend growth. The
property policy easing should be moderate as the top leaders continue to try to guide more fiscal and credit
resources into hard technology and high-end manufacturing, which is the key for Sino-US strategic competition.

Click here for full report

» Offshore Asia New Issues (Priced)

. . Issue Rating
Issuer/Guarantor Size (USD mn) Tenor Coupon Yield (MISIF)
No Offshore Asia New Issues Priced Today
» Offshore Asia New Issues (Pipeline)
>
Issuer/Guarantor Currency  Size (USD mn) Tenor Pricing Issue Rating
(M/SIF)
HSBC Holdings PLC usD - 11NC10 T+310 Baal/BBB/A-
Viwu State-Owned USD - - . Baa3/-/BBB
Capital Operation
>

> News and market color

¢ Regarding onshore primary issuances, there were 74 credit bonds issued last Friday with an amount of
RMB49bn. As for Month-to-date, 538 credit bonds were issued with a total amount of RMB530bn raised,
representing a 44.6% yoy increase
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[DALWAN] Media reported that the freeze of Dalian Wanda Group’s RMB735mn stake in Shanghai
Wanda Small Loan frozen and DALWAN’s RMB982mn stakes in Zhuhai Wanda by courts, as well as
sales of 3 shopping malls in Shanghai, Guangdong and Qinghai for an undisclosed amount

o [DEXICN] Dexin China scheme of arrangement sanctioned by Cayman court and has become effective

e [EHOUSE] E-House (China) Enterprise failed to repay USD300mn EHOUSE 7.6 06/10/23 event of
default takes place

e [FOSUNI] Fosun International said its operation will not be affected by Nanjing Nangang participation in
Shagang Litigation Il

¢ [KMCMIN] Kunming Traffic Investment canceled proposed offering of up to RMB1bn 150-day bills to
repay debts

¢ [LNGFOR] Longfor Group acquires four land plots for RMB2.03bn in May

e [RONXIN] Ronshine China missed payment on RONXIN 8.1 06/09/23
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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 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.
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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.



