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The “holistic” exchange offers targeting on perps

Cyrena Ng, CPA &7 %
Further to our summary on the exchange offers on 3 Nov'25, we share below (852) 3900 0801
more of our thoughts on the LME after numerous client discussions and cyrenang@cmbi.com.hk
discussions with the LME advisor. In brief, NWD launched holistic exchange
offers for all of its 5 perps and 6 USD bonds with a total outstanding amount of
cUSD6.8bn to exchange into new perp with an initial coupon rate of 9% and bond
due 2031 with a coupon rate of 7%. The maximum new perp and bond to be
issued will be USD1.9bn, including the cap on new perp issue at USD1.6bn. The
exchange considerations include 2 cash pts for perp holders but no upfront cash
for bondholders. The exchange for the perp instead of that for the bonds, in our
view, is NWD'’s priority given the exchange for the perps at a 50% discount would
have more meaningful impact on reduction of net debts and coupon payments.
Taking in consideration of estimated distribution in arrears of cUSD100mn and
“haircut” of 50%, the maximum amount of existing perps can be exchanged will
be cUSD3.1bn, i.e. c69% of the o/s amount of existing perps. The exchange
offers, if successfully goes ahead with new perp and bond issued totaled
USD1.9bn, will help NWD reduce its net debts and net coupon payments by 7-
7.5% and c1%, respectively on a pro-forma basis. NWD’s net debts were
HKD164.3bn as of Jun’25 and interest payment including perp coupon was
HKD9.4bn for FY25. See table 1 &2 for the details of exchange offers.
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“Ring-fenced” cash flow offers higher certainty of coupon payments for
new perp ...

The major incentive offered by NWD for perp holders to exchange is the “ring-
fenced” cash flow of VD Security Package. The new perp and bond will not be
secured by VD Security Package but the Comostar loans, mezzanine facilities,
will have the first ranking security over VD. The distributable income of VD in
FY25 was HKD1.2bn, increased 7.8% from the level in FY24. This should barely
cover the scheduled coupon payments for new perp and bond totaled HKD1.3bn
and support a higher certainty of coupon payments compared with that of the
existing perps. Nonetheless, the one-for-all treatment for all perps instead of any
differentiations among step-up and FFL perps is a surprise to us. We originally
believe that any LMEs on the perps will offer more favourable terms to step-up

perps.
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...and coupon payment of new perp is hot dependent upon the coupon payment of existing perps

One of the reasons for the complicated structure with new SPVs and inter-company loans is to “de-couple” the coupon
payments between new perp and existing perps. By settling a complicated structure and first security over VD, the
new perp will not be parity securities of NWD’s existing perps. Hence, coupon of new perp can be paid even if NWD
chooses to continue to defer the coupon payments of existing perps. See Chart 1.

Our view on the exchange offers and FV estimates 64-89 for new perp and 71-80 for new bond

We see little inventive for holders of existing bonds to exchange, especially for existing bonds with longer-tenor.
Anyway, we believe the exchange for existing bonds is not the priority of NWD. For perps, we see holders of lower-
coupon and FFL perps to have a stronger incentive to exchange in view of lower cash prices of their existing holding,
as well as higher coupon and higher certainty of coupon payments of the new perp. For step-up perps, whether
exchange or not will be a trade-off for holders between higher certainty of coupon payments and higher coupon of
the existing perps. Regarding FV estimates, for the sake of discussions, we estimate the FV for new perps to be in
the range of 64-89, based on different discount rates and call assumptions. For the new 7% bond due 2031, our FV
estimates are 71-80, based on discount rates of 12-15%.

Table 1: Perps’ exchange offer

Early exchange Early cash Base

Security name ISIN (Ugrlgtn:)rls consideration consideration consideration P;Aisl:) Ask YTW
(USD) (USD) (USD)
NWDEVL 4.8 PERP XS2268392599 700 50 2 47 40.9 11.6%
NWDEVL 6 1/4 PERP XS1960476387 1,300 50 2 47 41.9 14.3%
NWDEVL 10.131 PERP  XS2435611327 345.314 50 2 47 47.0 25.1%
NWDEVL 5 1/4 PERP XS2132986741 999 50 2 47 42.6 25.6%
NWDEVL 4 1/8 PERP XS2348062899 1,144.4 50 2 47 42.0 19.0%
Source: Bloomberg. Company filling.
Table 2: Bonds’ exchange offer

o oo Peseconsimer A s
NWDEVL 4 3/4 01/23/27 XS1549621586 458.366 91 88 85.8 18.5%
NWDEVL 5 7/8 06/16/27  XS2488074662 172 90 87 84.1 17.7%
NWDEVL 8 5/8 02/08/28  XS2873948702 400 90 87 84.0 17.5%
NWDEVL 4 1/8 07/18/29  XS2028401086 717.799 77.5 73.5 69.7 15.2%
NWDEVL 4 1/2 05/19/30  XS2175969125 442.587 76.5 72.5 67.7 14.5%
NWDEVL 3 3/4 01/14/31  XS2282055081 76.05 71.5 67.5 65.6 13.1%

Source: Bloomberg. Company filling.
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Table 3: FV estimates of the NWD complex

Discount rate 12% 15% 18% 20%
New 9% perp

Call at year 6 88.7 78.5 69.9 64.8
Call at year 8 78.4 68.0 59.4 54.6
Call at year 10 74.1 63.7 55.4 50.7
Non-call perp 54.8 46.3 40.4 37.4
New 7% bond due 2031 80.3 70.7 62.6 57.9

Source: CMBI Research.
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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
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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
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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
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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.
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