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Markets were quiet this morning. Asian IG overall widened 1-3bps with better
selling flows. For SOE perps and LGFV, we saw onshore buyers had
demands on them for quarterly deployment while offers from offshore were
fewer.

WESCHI: Higher leverage from rapid foreign expansion in FY23 and beyond.
See below.

Asia ex-JP USD bond: 1Q23 gross issuance decrease 29.8% yoy, FTZ
issuance remained active. See below.

Trading desk comments X % & %W &

Last Thursday, Asia IG space was broadly unchanged to 3bps wider amid
light flows. Sentiment was cautious ahead of NFP last Fri and CPI this week,
as weaker-than-expected ADP prompted the market to reassess policy rate
path. On the primary side, new SHNHAN/RECLIN 28s were unchanged to
2bps wider. China SOEs widened 5-10bps WoW. HAOHUA widened 5bps
across the curve. In TMTs, TENCNT benchmark papers closed 3-5bps wider
vs Tue’s close. MEITUA widened 8bps to T+320. In financials, BCHINA/CCB
T2s were 2-4bps wider. Thai bank T2s such as BBLTB papers were 3-5bps
wider. In AMCs, HRINTHSs remained stable amid active two-way flows. China
property space was still subdued. SINOCE Perp fell 5.5pts and SINOCE
bullets moved 1-4pts lower to high-20s-mid-30s. COGARDs lowered 1-
3.25pts across the curve. FUTLANS/FTLNHDs/CIFIHGs were down 0.5-2pts.
GRNLGRs dropped 1.25-4pts. Industrial names performed mixed. HILOHO
9.75 ‘24 closed 6-7pts higher WoW to end at high-50s. Whilst FOSUNIs were
down 0.5-1pt. Macau gaming names such as STCITYs/STDCTYs/
WYNMACSs were marked down 0.5-1pt. In India space, VEDLNSs were traded
1.5-3pts higher. Indonesian oil name MEDCIJs were traded another 0.25-1pt
higher. LMRTSPs were down 0.25-0.75pt. Fitch downgraded Lippo Malls by
one notch to CCC- on refinancing delays.

The LGFV/Perp/Asia AT1 spaces had a very quiet Thu Asia session, with
many clients already out for holiday. Flows were fairly muted ahead of Easter
long weekend. In LGFVs, Fitch downgraded TLINVT by one notch to BB- and
placed its rating on RWN. We saw small two-way flows in the front-end high-
beta/high-yielding papers such as TLINVT/GXFING/SHUGRP, as well as in
7%-9% names like CNSHAN/CQNANA. GUAMET 30 were marked 1.75pts
higher to close at 83. CNSHAN 24 edged 0.25pt higher. Away from LGFVs,
there were light two-way flows in HSBC/STANLN AT1s from PBs. Perps were
unchanged to 0.25pt higher. We also saw small AM interests in some FFL
Perps in light of the recent rates drop. NANFUN/LEEMAN perps were traded
up 0.25-1pt. ROADKG perps lowered 1-2pts. Activities remained on the lower
side, as all eyes were on Friday night's NFP print.
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¢ Last Trading Day’s Top Movers

Top Performers Price Change Top Underperformers Price Change
VEDLN 8.95 03/11/25 66.9 2.9 SINOCE 6.876 PERP 32.1 -5.4
VEDLN 13 7/8 01/21/24 84.4 2.0 SINOCE 5.95 02/04/27 35.0 -4.0
HILOHO 9 3/4 11/18/24 58.5 2.0 SINOCE 3 1/4 05/05/26 35.4 -3.9
ICBPIJ 4.805 04/27/52 74.4 1.9 GRNLGR 5 7/8 07/03/26 35.8 -3.9
GUAMET 2.31 09/17/30 82.9 1.7 COGARD 5 1/8 01/14/27 55.2 -3.3
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Macro — U.S. stock markets were divergent on Monday, S&P (+0.10%), Dow (+0.30%) and Nasdaq (-0.03%)
were weak that investors showed caution before CPI data. U.S. March NFP is +236k, down from +326k in Feb
and is slightly lower than expectation of +239k. China Mar'23 CPI is +0.7% yoy and PPl is -2.5% yoy. The U.S.
treasury yields rallied yesterday, the 2/5/10/30 yields reached 4.00%/3.52%/3.41%/3.62%, respectively.
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» WESCHI: Higher leverage in the course of foreign expansion

GP margin down to 25.7% in FY22, net gearing more than doubled compared to FY20

West China Cement reported 6.1% yoy revenue increase in FY22 to RMB8.5bn. Its GP margin fell to 25.7%,
down from 29.7% in FY21 while EBITDA margin at 37.1%, dropped from 39.9%, driven by higher coal cost, which
climbed 33.4% to RMB1,039 from RMB779 per ton. Profit before tax was down to RMB1.5bn from RMB2.1bn.
Dividend payout ratio was at c30%, same as that of FY21. Its leverage metrics deteriorated; net debt/EBITDA
worsened to 2.4x from 1.6x in FY21 and net gearing increased to 55.9% from 42.3% in FY21, and from 22.2%
in FY20. It is currently rated at Ba2/BB by Moody’s/Fitch, both on negative outlook. Both agencies expressed
further leverage up on a sustained basis, i.e. debt/EBITDA>3-3.5x (Moody’s), net debt/EBITDA>2.5x (Fitch), will
trigger rating downgrade. Our estimated total debt/EBITDA was 3.4x and net debt/EBITDA was 2.4x in FY22,
both are close to the downgrade triggers.

Africato be the key driver for revenue growth

The production volume and revenue split between China and Africa was 93.5%/6.5% and 87%/13%, respectively
in FY22. The ASP in Africa has been significantly higher than that in the mainland, i.e. RMB617 vs RMB340 per
ton. Meanwhile, the company views African market is more prosperous with limited competition, compared to the
highly competitive market in mainland China. At the same time, the demand of cement remains weak in China
because of the softened demand from property and infrastructure development. West China Cement expects to
the revenue split to be 50%/50% in FY23 and Africa could account for an even larger share from FY24 onwards
given the growing revenue contribution from Africa.

Recalled that the company acquired 61.9% stake in National Cement Share Company (‘NCSC”) in Ethiopia for
USD170mn on 29 Jun’22. NCSC adds 5mt to the total production volume that the contribution from Africa
increases to 26% from 6.5%. This should help with the revenue split target of 50%/50% between China/Africa.
However, given the current split of 87%/13%, the FY23 target revenue split is still aggressive, in our view. Foreign
expansion could be a revenue driver for the company to generate new business from another continent where
the company deems as less competitive, and hoping for positive cash inflow in a longer term. NCSC is one of
the largest privately owned cement companies in Ethiopia, and it engages in cement producing and selling since
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1930s. West China Cement can leverage the expertise of the local partners and it could mitigate the risk in the
foreign expansion.

Increasing leverage in the course of overseas expansion

RMB mn 2020 2021 2022
Total assets 18,906.2 26,648.4 30,239.3
Cash 651.5 3,507.7 1,424.3
Net debts 2,337.0 4,990.4 7,487.1
Net gearing 22.2% 42.3% 55.9%
Cash/ST debts 0.73x 1.27x 0.53x
Net debts/EBITDA 0.7x 1.6x 2.4x
Net operating cash flow 2,702.6 1,959.7 2,134.5
Net investing cash flow -3,123.0 -3,516.6 -3,275.3
Net financing cash flow 322.0 4,453.4 -1,079.8
CAPEX 1,614.8 2,941.9 3,794.7

Source: Company’s filling, CMBI Research.

Liquidity weakened in FY22 that with RMB1.4bn cash in hand at Dec’22, it is facing debt maturities of RMB3.9bn
in FY23, including RMB700mn MTNs and RMB3.2bn bank borrowings. It is currently negotiating RMB1.8bn
banking facility with various banks for refinancing. The company said it would fund the business growth in Africa
partly with bank borrowings, the credit ratios would further deteriorate. The only outstanding offshore bonds of
USD600mn, representing 44.1% of total outstanding debt, will mature in Jul’26. Based on the size of the USD
bond, the cash on hand and the expected free cash flow (operating cash flow minus CAPEX and finance costs)
may not be sufficient to support such debts at maturity. We expect the company would need to access capital
markets for refinancing.

Detail of the outstanding USD bond:

Px YTM Amount o/s

WESCHI 4.95 07/08/26 81.2 12.1% USD600mn
Source: Bloomberg.

» « Asia ex-JP USD bonds: 1Q23 gross issuance decrease 29.8% yoy

The gross issuance of Asia ex-JP USD bond issuance in 1Q23 was USD48.9bn, down 29.8% yoy from
USD69.7bn in 1Q22. IG grade issuance accounted for 83.1% of the gross issuance. In 1Q23, China new issues
were USD10.9bn, down 61.5% yoy while issues from financial sector accounted for 76.3% of total.

FTZ bonds issuance remained active, reached USD6.1bn in 1Q23. In Mar'23, FTZ issue amount increased
170.4% mom to RMB20.9bn (cUSD3.0bn) with an weighted average coupon rate of 4.4%. The coupon rate is
lower than the 6.4% weighted average coupon rate of USD bonds issued from China in Mar'23. Besides, It was
the first month that FTZ issuances exceeded China USD issuances. Among 30 issuers in Mar'23, 26 of these
are LGFVs. We view that FTZ a new funding avenue for Chinese issuers in infancy stage.
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Chinese USD bonds new issuance amount (USD bn)
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Shanghai FTZ bonds new issuance amount (USD bn equivalent)
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Source:DMI.

» Offshore Asia New Issues (Priced)

Issuer/Guarantor Size (USD mn) Tenor Coupon Yield ISS?S/;‘;‘”Q
No Offshore Asia New Issues Priced Today
» Offshore Asia New Issues (Pipeline)
. . Issue Rating
Issuer/Guarantor Currency Size (USD mn) Tenor Pricing (M/S/F)
Bayfront Infrastructure Mgmt Pte uUsD - - - -[AAA/-
Nickel Industries Ltd. usD - 5.5NC2.5 - B1/-/B+

> News and market color

e Regarding onshore primary issuances, there were 90 credit bonds issued yesterday with an amount of
RMB185bn. As for Month-to-date, 442 credit bonds were issued with a total amount of RMB509bn raised,
representing a 92% yoy increase

e [DALWAN] Media report that Dalian Wanda Group's affiliate Wanda Properties has been in
enforcements of more than RMB1.08bn

e [FUTLAN] Seazen unit announced to increase coupon of RMB800mn 6.3% MTN to 6.6%, bondholders
can exercise put option before 13 Apr

e [GRNCH] Greentown schedules redemption of RMB1.5bn notes on 28 Apr
e [LENOVOQ] Lenovo global PC shipments down 30% yoy to 12.7mn in 1Q23
e [LNGFOR] Longfor Group paid RMB2.38bn to acquire three new land plots in March

e [VEDLN] Vedanta's directors' committee to meet on 13 Apr to decide on raising funds via private
debentures issue

e [ZYAMCL] Zhongyuan Asset Management proposes to offer RMB500mn three-year MTNs to repay
debts

CMB International Global Markets Limited
Fixed Income Department
Tel: 852 3761 8867/ 852 3657 6291
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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.

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
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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.
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