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e This morning, Asia IG spreads were 10-15bps tighter post Trump raised tariff
rate on China to 125% from 104% while announced 90-day pause on Glenn Ko, CFA F &A=
reciprocal tariffs on most trading partners. PETMK/MTRC 35-55s tightened (852) 3657 6235
10bps. MYLIFE/NIPLIF 54-55s were up 1.0-1.7pts. RAKUTN Perp/27-29s glennko@cmbi.com.hk
were 2.2-3.2pts higher.

e MEITUA: Switch to MEITUA 3.05 10/28/30 and MEITUA 0 04/27/28 (CB).
MEITUAs down 0.1-2.4pts post the US’s announcement of reciprocal tariff, Cyrena Ng, CPA &% %
and were unchanged to +1.4pts this morning. See below. (852) 3900 0801

cyrenang@cmbi.com.hk

e China Economy: China’s policy options in Trade War 2.0. CMBI expects a
comprehensive deal - perhaps involving domestic demand stimulus,
overcapacity reduction, increased purchases of US goods and fentanyl
cooperation - remains an option, although mutual distrust and unclear US
objectives complicate this path. See below for comments from CMBI
economic research.

Jerry Wang EX!y

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

% Trading desk comments % % & T W %

Yesterday, the credit spreads of Asia IGs were 5-15bps wider. We saw 80%
of the enquiries were checking for bids. HYUELE/HYNMTR 29-33s widened
5-10bps. PETMK/MTRC/AIA 35-55s closed 1-4bps wider. In Chinese TMTSs,
BABA/TENCNT 30-54s widened 4-12bps. Fitch downgraded Alibaba and
Tencent one notch to A from A+, following Fitch’s 1-notch downgrade of
China to A. MEITUA 28-29s widened 9-15bps despite Fitch upgraded
Meituan one notch to BBB+. See comments below. The long end of
CNOOC/SINOPE 41-51s were 0.3-0.4pt higher (unchanged in spreads). EU
AT1s were under one-way selling. BNP/INTNED/HSBC Perps were down
0.8-2.5pts. In JP, insurance hybrids such as MYLIFE/NIPLIF 51-55s and
SUMILF Perps lowered 1.3-3.0pts. SOFTBK Perp declined 0.6pt. RAKUTN
Perps/27-29s dropped 1.0-3.5pts. In Chinese properties, VNKRLE 27-
29s/LNGFOR 27-32s/FTLNHD 25s/DALWAN 26s lowered 0.3-1.8pts.
Outside properties, WESCHI 26s decreased 0.9pt, closed 7.3pts lower WTD.
MPEL/SANLTD/WYNMAC 26-30s declined 0.6-3.3pts, closed 1.6-7.6pts
lower WTD. In Indonesia and India, MEDCIJ 27-29s were up another 0.2-
0.3pt, closed 5.0-6.2pts lower WTD. See our comments on 9 Apr '25. The
long end of PERTIJ/ICBPIJ 42-52s were 3.5-3.8pts lower (5-10bp wider).
ADGREGs/ARENRJS/ADANEMs/ADSEZs retreated 0.5-1.2pts, closed 4.4-
7.7pts lower WTD. Elsewhere, PTTGC 31-52s closed unchanged to 1.2pts
lower (4-13bps wider), Fitch downgraded PTT Global Chemical one notch to
BBB-. GLPSP 25s were up 0.3pt.

In LGFVs, the below-10% vyielding papers were heavily offered by offshore
investors, whilst the 11% or above yielding papers continued to be sought
after mainly by onshore investors. There were buying interests on CNH

PLEASE READ THE AUTHOR CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE CMBI Fixed Income

fis@cmbi.com.hk


mailto:glennko@cmbi.com.hk
mailto:cyrenang@cmbi.com.hk
mailto:jerrywang@cmbi.com.hk
https://www.cmbi.com.hk/article/11227.html?lang=cn

10 Apr 2025

papers such as BEIPRO/ZOUCAO 27-28s. In SOE perps, CHSCOI Perp was up 0.1pt. HUANEN Perp was
down 0.1pt.

0,

*%* Last Trading Day’s Top Movers

Top Performers Price Change Top Underperformers Price Change
CNOOC 4 7/8 04/30/44 95.9 0.4 PERTIJ 6 1/2 11/07/48 96.4 -3.8
TAISEM 4 1/2 04/22/52 87.7 0.4 PERTIJ 6 05/03/42 91.5 -3.8
SINOPE 3.1 01/08/51 71.1 0.3 PERTIJ 6.45 05/30/44 96.3 -3.8
MEDCIJ 6 3/8 01/30/27 96.2 0.3 PERTIJ 4.7 07/30/49 75.1 -3.8
GLPSP 3 7/8 06/04/25 97.2 0.3 ICBPIJ 4.745 06/09/51 74.1 -3.8

¢ Marco News Recap % .37 1 = i

Macro — S&P (+9.52%), Dow (+7.87%) and Nasdaq (+12.16%) were higher on Wednesday. China announced
84% reciprocal tariff rate on US goods effective on 10 Apr'25, following US raises tariffs on Chinese goods to
104%. EU approved 25% retaliatory tariffs on a range of US goods worth EUR21bn, effective on 15 Apr'25. US
drops the country-specific reciprocal tariffs down to a universal 10% rate for all trading partners except China,
tariff rate on China jumps to 125% from 104% effective immediately. The existing tariffs on Canada and Mexico
are unaffected. UST vyield was higher on Wednesday, 2/5/10/30 yield at 3.91%/4.06%/4.34%/4.72%.
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» MEITUA: One notch upgrade by the three rating agencies post release of strong FY24 results

We recommend investors to switch from MEITUA 2.125 10/28/25 to MEITUA 3.05 10/28/30 after the recent
price and UST movements. We prefer MEITUA 3.05 10/28/30 more in view of its higher yield, lower cash price
and higher coupon. We are more comfortable to add duration at current UST level and believe that the current
level offers a better cushion against potential volatility, especially under the backdrop of economic slowdown,
if not recession, of the US. At the same time, we also recommend investors to switch to MEITUA 0 04/27/28
(CB) from MEITUA 0 04/27/27 (CB). MEITUA 0 04/27/28 (CB) will be first puttable one year from now and offers
YTP of 5.0% at 96.2 in view of the higher YTP and lower cash price. We continue to like the credit story of
Meituan which has a solid operating profile and strong liquidity position. We also consider MEITUAs as
domestic consumption plays which should demonstrate defensiveness against the impact of trade war.

All three rating agencies upgraded Meituan by one notch over the past few days, i.e. upgraded to Baal/Stable,
A-/Stable and BBB+/Positive by Moody’s, S&P and Fitch, respectively. The rating upgrades came after Meituan
released strong FY24 results and against the backdrop of sovereign rating and other A-rated TMT peers being
downgraded by Fitch.

As of Dec’24, Meituan had unrestricted cash and cash equivalent of RMB70.8bn. Along with the short-term
treasury investments of RMB97.4bn, Meituan’s net cash position (unrestricted cash and short term investments
minus total debts) further increased to RMB106.7bn as of Dec’24. MEITUA 0 04/27/27 of USD1,484mn and
MEITUA 2.125 10/28/25 of USD750mn will be puttable in Apr'25 and due in Oct’25, respectively. We expect
Meituan can comfortably fund the redemptions with its sizeable net cash position.
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Table 1: Meituan’s outstanding bonds
Amt o/s Z-spread First put

Security name (USDmn) Ask px  YTM/YTP (bps) date Put px
MEITUA 0 04/27/27 1,480 100.1 - - 04/27/25 100.37
MEITUA 0 04/27/28 1,500 96.2 5.0% - 04/27/26 101.28
MEITUA 2.125 10/28/25 750 98.6 4.8% 63
MEITUA 4.5 04/02/28 1,200 98.6 5.0% 138
MEITUA 4.625 10/02/29 1,300 97.6 5.2% 160
MEITUA 3.05 10/28/30 1,250 89.7 5.2% 155

Source: Bloomberg

» China Economy: China’s policy options in Trade War 2.0

As China and the US start to play the chicken game before negotiations, things could get worse before getting
better. The Sino-US conflict could first escalate as China shows its willingness to retaliate with counter-tariffs,
export controls on critical materials, cut in investments to the US, technology transfer restrictions and RMB
depreciation in a controlled manner, while the US might launch targeted financial sanctions and delist Chinese
companies from the US stock market. In terms of economic impact, a trade war is more akin to a pandemic
instead of a financial crisis as they are both supply shocks. The impact of trade war on economic growth should
be smaller than the lockdown during the pandemic, as the former mainly affects cross-border trades, investment
and supply chain activities while the latter affects both cross-border and domestic activities. However, the
impact of the trade war might last longer than the pandemic as a war destroys mutual trust and sows the seeds
of hatred between countries. To offset the trade war shock, China may lower RRR & LPRs and launch additional
fiscal stimulus to boost the stock market, housing market and consumer demand. China will continue to promote
self-reliance in key technologies to reduce vulnerability to external pressure. China will diversify its trading
partners by strengthening trade and investment ties with non-US economies. Despite the hard-line stance,
China will keep the door open for talks. A comprehensive deal - perhaps involving domestic demand stimulus,
overcapacity reduction, increased purchases of US goods and fentanyl cooperation - remains an option,
although mutual distrust and unclear US objectives complicate this path.

Retaliatory tariffs. China has shown its willingness to hit back by announcing an 84% tariff on all US products
following Trump’s recent escalation of tariffs on Chinese goods to 104%. The Ministry of Commerce stated that
if the US insisted on going its own way, China would fight to the end. China’s response was harsher than
expected and increased fire sales in the global market last Friday (4 Apr) as investors’ optimism about possible
Sino-US negotiations faded while investors’ concern about an escalation of Sino-US conflict increased. If Sino-
US tensions escalate, China could further raise tariffs on US politically sensitive sectors like agriculture, energy,
automotive, aerospace and consumer goods to maximize pressure on Trump. Hardship in farm states, oil-rich
states and the Rust Belt could undermine support for Trump’s tariffs. The tariffs would expose the US to the
stagflation risk in the near term and recession risk in the future by disrupting supply chains, raising costs,
undermining confidence, curbing business investment and reducing consumer demand. The tariffs would hurt
China’s economic growth and add deflationary pressure by reducing overseas demand, dampening
manufacturing investments, increasing unemployment risks, undermining confidence and curbing household
consumption.

Export controls on critical materials. China could leverage its dominance in critical supply chains to control
exports of strategic materials or products in retaliation in Trump’s Trade War 2.0. China placed export
restrictions on rare earth elements last Friday as part of its broad response to Trump's tariffs. If the US-China
trade conflict escalates, China could expand its restriction list to include rare earths, semiconductor inputs and
pharmaceuticals, where the US substitutes are years away. Export controls could disrupt the supply of key
products and undermine market confidence in the US. But they would also hurt the profits of Chinese companies
and accelerate the decoupling of the US and China by forcing US companies to look elsewhere.
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Controlled RMB depreciation. The US-China conflict will put downward pressure on China’s exports and
renminbi. Renminbi depreciation may partially offset the impact of tariffs on export volumes as Chinese
exporters may lower export prices in US dollars to maintain market share. For the most part, Chinese
policymakers are reluctant to let the renminbi depreciate as they see its stability as part of financial system
stability and a symbol of economic strength. By seeking a balance between boosting exports and market
stability, China may prefer a controlled RMB depreciation in Trump’s trade war 2.0. Only in extreme cases could
China use renminbi depreciation as leverage to pressure the US, as the latter politicalises exchange rates.
Looking ahead, US$/RMB could rise moderately if the Sino-US conflict escalates and fall again if their conflict
eases or China launches aggressive fiscal stimulus. We expect US$/RMB to reach 7.45 at end-2025. Renminbi
depreciation is negative for offshore Chinese equities, emerging market currencies and commaodities.

Boosting domestic demand especially consumer demand. Regardless of the outcome of the US-China
trade war, China needs to consume more and produce less, strategically boosting consumption. As the trade
war causes the stock market to plunge, hurts business and consumer confidence, and adds deflationary
pressure, China may further cut RRR and LPRs in 2Q25 to boost market sentiment. Meanwhile, China might
launch additional fiscal stimulus especially targeting consumption, but the timing is uncertain as the
policymakers might view the fiscal and consumption stimulus plan as a bargaining chip in negotiations with the
US, which means the policy plan will not be implemented unless the two sides reach a primary consensus.
China’s policy easing will provide some support to the stock market, housing market and consumer confidence,
but cannot fully offset the negative impact of the trade war in the short term. Diversifying trade partners by
strengthening ties with non-US economies. Trump’s trade war 1.0 in 2018-2019 mainly focused on China,
while his trade war 2.0 targets almost all trade partners. Trump’s fire against the world creates a good
opportunity for China to strengthen trade and investment ties with non-US economies. Although Trump may try
to negotiate with other countries to include poison pill provisions against China, it is not easy for him to succeed.
Firstly, Trump has no credibility as he could renege on previous promises at a moment’s notice. Secondly,
China has become the largest trading partner of more than 100 countries through its continuous opening up
and supply chain upgrading. China has forged close trade, investment and supply-chain links with East Asia,
Southeast Asia, the Middle East and Europe, making it difficult for these regions to completely cut off ties with
China. Finally, Trump’s call for no trade surplus with the US is difficult for other economies because the US has
excess demand with low savings rates and high fiscal deficit while other economies have excess supply with
high savings rates. The US share in China’s total merchandise exports and China’s share of US total goods
imports respectively declined from 19.2% and 21.2% in 2018 to 14.6% and 13.1% in 2024. At the same time,
China’s trade relations with Southeast Asia, Mexico, Latin America and the Middle East increased.

Investment and technology decoupling. As the two countries start to play the chicken game, the conflict
could escalate from trade to cross-border investments. The US could add Chinese companies on the sanction
list or delisting list while China could instruct its SOESs to reduce investments in the US. China could also block
technology transfers, as suggested by its reluctance to approve a TikTok algorithm sale, leveraging its market
access as a bargaining chip. The investment decoupling will hurt business and investor confidence, slow
technology spill-over and reduce long-term returns on investments.

Diplomatic negotiations. Despite the hard line, China has left the door open to talks, urging the US to lift tariffs
and expressing a willingness to negotiate. A comprehensive deal - perhaps involving domestic demand stimulus,
overcapacity reduction, increased purchases of US goods and cooperation on fentanyl - remains an option,
although mutual distrust and unclear US objectives complicate this path.

Long-term self-reliance on key technologies. China could double down on technological innovation and
industrial self-sufficiency. This would include heavy investments in semiconductors, robotics, smart appliances
and other high-tech sectors targeted by US restrictions, aiming to reduce vulnerability to external pressure over
time.

Click here for the full report.
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» Offshore Asia New Issues (Priced)

Issuer/Guarantor Size (USD mn) Tenor Coupon Priced Iss(ul\j/;z;l:t)lng
Chongqging Nan’an Urban Construction & 93.255 3yr 5 2504 5 2506 Unrated
Development
Xlanjlp Industry Investment/ 500 3yr 4.75% 4.75% ./-/BBB
Hefei Industry Investment
» Offshore Asia New Issues (Pipeline)
. - Issue Rating
Issuer/Guarantor Currency Size (USD mn) Tenor Pricing (M/S/F)
Coastal Emerald Limited/Shandong Hi- USD i 3yr 5 204 A3/-/A-

Speed Group Co

» News and market color

¢ Regarding onshore primary issuances, there were 106 credit bonds issued yesterday with an amount of

RMB96bn. As for month-to-date, 393 credit bonds were issued with a total amount of RMB396bn raised,
representing a 3.3% yoy decrease

China passenger car sales rise 14% yoy in Mar'25 helped by government subsidies

India’s central bank cut its policy rate for a second consecutive time by 25bps to 6%, and signal room for
more cuts ahead

[BABA] Fitch downgraded Alibaba to A from A+ following China sovereign downgrade to A from A+,
outlook stable

[HYUELE] SK Hynix becomes world’s largest memory chip supplier by revenue in 1Q25 with 36% of
market shares in the DRAM market, according to Counterpoint Technology Market Research

[SHFLIN] Shriram Finance raises INR17.15bn (cUSD199mn) through issuance of non-convertible
debentures

[TENCNT] Fitch downgraded Tencent to A from A+ following China sovereign downgrade to A from A+,
outlook stable
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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
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.
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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
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
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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.



