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Central China— Bond price may stay subdued for now

CENCHI 7.65% Aug‘23 96 (9.5%) CENCHI 7.25% Jul‘24 90.75 (10.5%)
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Having said that, Central China’s high sold but unrecognized
revenue and high cash balance should cushion its downside, we see
value in CENCHI 23s and 24s when its YTM exceeds above 10%.

Central China recorded heavy asset contracted sales of RMB 2.6 bn in
2M2021 (-37% yoy according to third party agent) due to lower carry-over
contracted sales from FY20 and limited project launch in the start of year.
In view of Central China’s 100% concentration in Henan Province and
Henan is not a net population inflow area, we expect sale growth of the
company will slow down in the following years.

Central China achieved contracted sales of RMB 102.6 bn in FY20,
representing a 1.5% yoy growth. Heavy asset contracted sales decreased
to RMB 68.3 bn in FY20 from RMB 71.8 bn in FY19. Company guided
20%-30% revenue growth in FY20 with similar gross margin as 1H20
(22%-25%).

Due to restrictive policy in Zhengzhou, Central China gradually switched
its focus to tier 3-4 cities such as Luoyang and Zhoukou, which might hurt
its profitability. Sell-through rate also lowered to ¢.60% in FY19 and FY20
from ¢.70% in FY18.
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Central China’s high usage of JV model increased its external guarantees to related parties. The amount
stood at RMB 9.0 bn as of 1H20, representing 25% of its total debt. Regarding capital structure, Central
China relies heavily on offshore bond markets. Company has RMB 20 bn offshore USD bonds outstanding
(~60% of its total debt).

In Nov 2020, Central China announced separate listing of its high margin project management business.
It is worth to note that company will not raise new proceeds from the listing. Instead, the listing will be
conducted by way of a distribution in specie via a special interim dividend. We estimate the spin-off will
lower company’s EBITDA by 10%-15% without debt size deduction. This will likely be credit negative in
our view.

Nonetheless, near-term credit profile of Central China remains stable thanks to its high unrecognized
revenue (~RMB 90 bn at end-FY20) and its high cash balance of RMB 31.8 bn (RMB 25.6 bn free cash)
with 1.6x cash to ST Debt ratio. As of June 2020, Central China only hit one line (Liability-to-asset ratio
excluding advance receipts) out of the three red lines.

Central China - Maturity Schedule

Notes:

USDRMB exchange rate assumed to be: 6.50

CENCHI

in millions 2020/06/30 RMB  2020/06/30 USD Coupon Maturity Note

Free Cash 25,555 3,932 N/A

Total Liquidity 25,555 3,932

CENCHI 6.875% 2020 2,509 386 6.875% 2020/10/23 Matured
CENCHI 8.75% 2021 1,950 300 8.750% 2021/01/23 Matured
CENCHI 6.875% 2021 1,950 300 6.875% 2021/02/10 Matured
CENCHI 6.5% 2021 2,600 400 6.500% 2021/03/05

1652401 1,500 231 7.200% 2021/04/12

198k 57 9 0.000% 2021/04/26

CENCHI 6.75% 2021 2,600 400 6.750% 2021/11/08

Total Bond Maturity before 2021/12/31 13,166 2,026

CENCHI 6.875% 2022 1,950 300 6.875% 2022/08/08

198l 02 1,500 231 7.500% 2022/07/23

CENCHI 7.25% 2023 1,950 300 7.250% 2023/04/24

CENCHI 7.65% 2023 2,600 400 7.650% 2023/08/27

CENCHI 7.9% 2023 1,300 200 7.900% 2023/11/07

CENCHI 7.75% 2024 1,950 300 7.750% 2024/05/24

CENCHI 7.25% 2024 1,300 200 7.250% 2024/07/16

CENCHI 7.25% 2024 1,950 300 7.250% 2024/08/13

CENCHI 7.5% 2025 1,690 260 7.500% 2025/07/14

2022 onward Total Bond Maturity 16,190 2,491
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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. CMBIS 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. CMBIS 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 CMBIS, solely for the purpose of supplying information to the clients of CMBIS 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 CMBIS 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. CMBIS
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIS provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIS 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. CMBIS may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIS 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 CMBIS 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 CMBIS may have a conflict of interest that could affect the objectivity of this report and CMBIS 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 CMBIS.

Additional information on recommended securities is available upon request.

Disclosure:
CMBIS or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months.
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 (Il) 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 CMBIS.

For recipients of this document in the United States

CMBIS is not a registered broker-dealer in the United States. As a result, CMBIS 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.

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.



