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We hope you found our commentaries and ideas helpful. We highly 

appreciate your support to us in Sell-Side Analysts of the polls of “The Asset 

Asian G3 Bond Benchmark Review 2022”. Thank you for your time. Your 

support will mean a lot to us.  

 

 Market was overall stable this morning, except Chinese HY property sector 

stayed weak as SINOCE is supposed to extend its onshore bond 

“20YUANZI01”, which triggered the sell-off in property space. 

 

 13 Chinese cities have substantially cancelled the policy about the reference 

price of second-hand houses to recover real estate markets, only Shanghai 

and Shenzhen keep strictly supervision nowadays. 

  

 Chinese LGFVs: Takeaways from CMBI LGFVs Online Forum on 4 

Aug’22. See below.  

 

 Trading desk comments 交易台市场观点 
 

Yesterday, Chinese IG space marked a bit mixed with RM buying versus 

FM selling. IG spreads were unchanged to 2-5bps tighter. Financial sector 

traded firm, especially some selective Bank Tier 2 names led the early 

buying flows. Liquid names BCHINA/ICBCAS 25s opened strong, and then 

saw some profit taking in the afternoon. AMC followed the recent theme to 

be stable. AT1s was slightly mixed amid two-way flows. TMT space did not 

show much convictions while TAISEM widened 3bps. Chinese HY space 

faced RM selling again especially in higher-cash price names, just one day 

after Wednesday’s transient peace. Sino-ocean’s onshore bond 

“20yuanzi01” plunged 24pts to end at 65 level on repayment uncertainties, 

and triggered the sell-off in property space. SINOCE curve broadly 

slumped 10-15pts on panic about potential extension. On collateral 

damage, LNGFOR/VNKRLE down 3.5-5.5pts. High beta 

COGARD/CIFIHG fell 2-6pts. Single B names closed the day flat. Macau 

gaming sector firmed up. SJMHOL saw demands from RM and ETF 

accounts. 

 

In LGFV/SOE Perp space, the tone was relatively light in the morning. 

Profit taking flows in SOE perps gradually increased with buy:sell ratio ~8:2 

in the morning vs ~9:1 earlier this week. After SINOCE’s news broke out, 

LGFVs and SOE perps flows turned better selling, with the latter still largely 

digested but LGFVs without a strong bank investor base a bit more 

shattered. LGFVs generally leaked ~0.25pts whilst SOE perps still held 

alright, at unchanged to 0.25pts higher. We found 4%-4.2% appeared to 

be the hurdle rate for anything longer than 22s (again generally a very flat 

1-3y yield curve). More profit taking flows emerged from accounts that had  
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bought the dip in July sell-off, and demand originated from onshore remained robust. 

 

 

 Last trading day’s Top Movers 

 

Top Performers Price Change  Top Underperformers Price Change 

RSMACA 3 3/8 09/21/22 88.4 10.3   SINOCE 3.8 04/26/25 49.1 -13.1 

YLLGSP 5 1/8 05/20/26 62.9 2.2   SINOCE 6 07/30/24 36.5 -10.1 

STCITY 6 1/2 01/15/28 60.2 1.7   SINOCE 2.7 01/13/25 31.8 -10.0 

GRWALL 3 7/8 08/31/27 80.6 1.6   SINOCE 3 1/4 05/05/26 29.5 -7.9 

GRNLGR 7.974 08/10/22 61.6 1.5   SINOCE 4 3/4 01/14/30 26.7 -7.4 

 

 

 Macro News Recap 宏观新闻回顾 

 

Macro –  U.S. stock market mixed yesterday with upward tech stocks and downward energy stocks. The S&P 

(-0.08%), Dow (-0.26%) and Nasdaq (+0.41%) fluctuated slightly as markets are waiting for July’s NonFarm 

Payrolls report. US service sector activity improved 1.4 points to 56.7 in July from the previous month. 

According to CRIC, 13 Chinese cities loosed the policy about reference price of second-hand houses to 

recover real estate markets, only Shanghai and Shenzhen keep strictly supervision nowadays. The Bank of 

England lifted 50bps interest rate to 1.75%, the largest increase in 27 years. The U.S. treasury yields downed 

slightly. Yield curves tightened with 2/5/10/30 yield reaching 3.03%/2.76%/2.68%/2.97%, respectively. 

 

 Desk analyst comments分析员市场观点 

 

 Takeaways of CMBI China LGFVs Online Forum on 4 Aug'22  

 

Yesterday, CMBI, Moody's and China Chengxin International Credit Rating Company Limited (“CCXI”) hosted 

an online forum on local government financing vehicle (“LGFV”). With over 340 attendants and an over-run of 

30 mins, we had some insightful discussions and exchanges on different topics such as market and credit 

outlook of the LGFVs in 2H22, the changing business model of LGFVs, the relationship between local 

governments and the credit outlook of LGFVs under the current macro environment. We summarized the key 

takeaways below. 

CMBI: Review and Outlook of LGFV USD Bond Market in the First Half of the Year 

Observations/Expectation of Offshore USD bond Market: 1) Similar to the last USD rate hike in 2017/18, 

the overseas financing costs have increased sharply while domestic financing has so far been relatively stable; 

2) Pace of rate hikes will likely slowdown in 2H22; 3) Year to date, new issuance was dominated by short to 

medium USD bonds:  tenor of ≤3 years and 4-5 years account for 43% and 29% of the total issuance, 

respectively. Besides, IG accounted for 75%, HY accounted for 15%, and non-rated (NR) accounted for 10% 

of total issuance in 2022. 

 

Recap of LGFV: 1) 2022YTD, the total issuance of Chinese offshore USD bonds (including non-LGFV) fell to 

USD64bn, decline 37% yoy on the back of weak market sentiment and rate hikes. Trading liquidity has 

weakened considerably; 2) LGFV issuance increased significantly in 1H22. As of Jul’22, the number of 

issuance exceeded that of last year by 55 with more smaller size deals (<RMB100mn); 3) more issuance from 

LGFVs of district- and county-levels with lower credit ratings/credit quality and; 4) More SBLC issuance in 

20/21/22 as financial profile of issuers deteriorating and market sentiment is weak.  
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CMBI’s 2H22 outlook: 1) Large refinancing requirements resulting from scheduled maturity in 2H22; 2) SBLC 

will continue to be a major structure for lower-rated/credit quality LGFVs; 3) Increasing investor interests in 

ESG and; 4) More issuance of USD bonds or offshore RMB bonds in the free trade zone. 5). The weighting of 

LGFV as a percentage of Chinese USD bonds will keep increasing. 

 

CCXI: The Relationship between Local Governments and LGFV 

 

LGFVs’ core businesses are mainly government projects, and sources of cash flows are mainly government 

subsidies/grant.  Their management and development strategies are subject to the control of their respective 

local governments.   

 

There are 6 evolving trends: 1) Clearer boundary between governments and LGFVs; 2) More market-oriented 

business model; 3) More standardized supporting patterns from governments to LGFVs; 4) Financial and debt 

management for local governments is more on a consolidated basis, instead of on an individual LGFV basis, 

within regions; 5) Deviation amongst local governments’ ability to support to continue because of the deviation 

in economic development; 6) Re-sharping the relationship between governments and LGFVs through 

transformation, integration and disposals. 

 

Future reform: 1) Insolvent LGFVs will be gradually phased out.  Local governments’ willingness to support 

the repayment of existing debts remains strong; 2) Clearing all hidden debts with pilot programs in stronger 

regions.   Resolving hidden debts problem does not mean to cut the tie between local governments and LGFVs; 

and 3) Orderly proceeding the transformation of LGFVs such as those in Guangdong and Shenzhen to more 

market-oriented operations.  There remains the needs to retain LGFVs which offer “public services” and their 

close tie with local governments will remain. 

 

In practice, key rating driver for LGFVs is the willingness of government support. However, the 

weakening economy will undermine the ability of government support.   The support will also depend on the 

difficulties in bail-out, the size of the problem and whether the LGFVs are considered to be “too big to 

fail”.  Furthermore, the support will depend on whether the LGFVs are performing functions in consistent with 

the governments’ policy objectives. 

 

Concerns on LGFVs: 1) Sluggish macro and industry policies; 2) Governments’ financing and supervision 

policy may marginalizes some LGFVs; 3) Radical transformation to increase business and financial risk of 

LGFVs.  

 

CCXI’s 2H22 concerns/outlook: 1) Elimination of hidden debts and the resulting impact to economic growth; 

2) How the maturity extension and coupon cut in Guizhou will affect the debt management of other 

provinces/regions; 3)The financial system reform below provincial levels is conducive to ease the financial 

stress at the district- and county- levels; 3) Limited LGFV debt supply will continue under the strict regulatory 

supervision; 4) CCXI forecasts that LGFV issuance will be RMB2.7tn in 2H22. 

 

Moody’s: Chinese LGFVs: Deciphering Evolving Business Models and Government Support 

 
Increasing Special Local Government Bonds‘ issuance impede LGFVs’ issuance.  However, the issuance of 

special local government bonds is subject to a stringent approval process.  Bond issuance from LGFVs will 

remain to be an important funding channel. 

 

The crisis in the property sector led to a significant reduction in land sales revenue.  In 1H22, tax cut and 

rebates were over RMB1.8tn, nearly 3x of that in 1H21.  Land sales revenue was only 1/3 of 1H21, led to a 
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large fiscal deficit amounted to RMB8tn in China.  The land sales revenue from Liaoning, Jilin and Yunnan 

decreased over 50% in 1H22 yoy.  This affects many local governments’ ability to provide support to LGFVs. 

 

Land sales have been an important source of local government income.  For Zhejiang, land sales contributed 

52.8% of the income of Zhejiang government in 1H22 while land sales contributed over 40% of the income of 

provincial governments of Jiangsu and Fujian over the same period.  That said, Moody’s is less concerned of 

the relatively high reliance of land sales of more prosperous provinces as there are other pillar industries in 

these provinces to plug the shortfall. 

 

The credit spread differential among the developed regions and weaker regions (Northwest and Northeast) 

continues to widen.  

 

LGFV issuance will increase in Greater Bay Area as under the 14th 5-year plan, incremental infrastructure 

investments will amount RMB5tn over the next few years.  

 

Q&A:  

 
Q: Will uncompleted property projects affect LGFVs? 

A: So far, LGFVs rated by Moody’s do not have a large participation in uncompleted property projects and the 

rating agency does not expect LGFVs to have a large involvement in the bail-out.  No uniform solution across 

China to solve the uncompleted project problem.  Banks will have to take more critical roles.  

  

Q: Will more HY LGFVs come to the market?  

A: The major investors in LGFV space are banks. Whether HY LGFVs can come to the market directly without 

credit enhancement such as SBLC depends on whether these HY LGFVs’ banking relationship and availability 

of loan quota, based on the LGFV’s standalone credit profile.  Whether these LGFV come as a HY or IG with 

SBLC does not represent the reception of the general market on Chinese HY.   

  

Q: Will public utilities (such as water, gas/heat and electricity) be considered LGFVs during the rating process?  

A: Depending mainly on its source of repayments.  If an entity’s sources of repayments or cash inflow are 

mainly from subsidies/grant from governments, it will be more likely to be rated as a LGFV.  That said, top-

down and bottom-up approach should not affect the final rating.  The focus of whether the rating methodology 

for LFGVs is used should be on the explanation of the government linkage.        

  

Q: What is the impact of Guizhou’s resolution of hidden debts to other provinces/regions?  

A: The pilot program on maturity extension and coupon cut in Zunyi, Guizhou aims at resolving the hidden 

debt problems.  There could be a good chance that the same approach will be applied to other Guizhou 

platforms given their similarities.  Different resolution will likely be required for platforms in other 

provinces/regions as they are facing very different situations. 

 

Click here for full report 

 

 Offshore Asia New Issues (Priced)  

 

Issuer/Guarantor Size (mn) Tenor Coupon Yield 
Issue Rating 

(M/S/F) 

Bengbu Gaoxin Investment Group 

Co., Ltd. 
USD200 3yr - 5.3% -/-/- 

 

 

https://www.cmbi.com.hk/article/7100.html?lang=tc
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 Offshore Asia New Issues (Pipeline)                      

 

Issuer/Guarantor Currency Size (mn) Tenor IPG 
Issue Rating 

(M/S/F) 

No Offshore Asia New Issues Pipeline Today 

 

 

  Market conditions and color 

 

 Regarding onshore primary issuances, there were 68 credit bonds issued yesterday with an amount of 
RMB60bn. As for Month-to-date, 55 credit bonds were issued with a total amount of RMB50bn raised, 
representing a 51% yoy decrease 

 

 [EVERRE] China Evergrande will return the land use right of the Guangzhou Evergrande Football 
Stadium to the Guangzhou Municipal Planning and Natural Resources Bureau, which will pay a total of 
RMB5.52bn as refund of the transfer price. The Group will record a loss of approximately RMB1.255bn 
from the transfer 
 

 [GCLNE] GCL New Energy and GCL Technology jointly announced the completion of the around 

HKD314mn share placement by GCL New Energy 
 

 [KMCMIN] Kunming Traffic Investment proposed to offer RMB600mn to RMB1bn 265-day super short-
term bills to repay interest-bearing debts 

 

 [MIANYA] Mianyang Investment Holding proposed to offer RMB500mn to RMB1bn five-year MTNs on 
8 Aug’22 
 

 [RDHGCL] Moody's placed Radiance Holdings' B1 CFR and B2 senior unsecured ratings on review for 
downgrade and changed the outlook to ratings under review from stable 
 

 [REDPRO] Redco Properties repurchased Aug’20 notes in aggregate principal amount of USD2mn and 
issued additional Aug’23 notes 

 

 [SANLTD] Sands China extended the exchange offer for its outstanding USD700mn 2.300% senior 
notes due 2027, USD650mn 2.850% senior notes due 2029 and USD600mn 3.250% senior notes due 
2031  
 

 [SHIMAO] Shimao Services announced the completion of the consent solicitation for the 2.25% 
guaranteed due 2022 convertible bonds. Shanghai Shimao posted contracted sales of approximately 
RMB5.5bn in the first seven months of 2022, down 72% yoy 

 

 [SINOCL] Media reported Sino-Ocean Capital started talks with some large holders of its RMB1bn 4.7% 
due-2023 public bonds to ask them to refrain from exercising the 9 Sep’22 put option, but doesn’t plan 
formal deferral 

 

 [SRCXFA] Fitch withdrew Shangrao Innovation's LT Foreign- and Local- Currency IDR of 'BB-' with a 
Stable Outlook as the company stopped participating in the rating process 
 

 [TPHL] Times China remitted funds to ChinaClear to pay the 10% principal and full coupon on its 
rescheduled RMB500m 5.68% due-2024 bonds on the original put date on 4 Aug’22 

 

 [YGCZCH] Shandong Energy Group proposed to offer up to RMB2.5bn five-year corporate bonds to 
repay interest-bearing debts 

 

 [YNCING] Yunnan Construction and Investment raised RMB1bn via an offering of 90-day super-short-
term bills at a coupon rate of 4.70% to repay interest-bearing debts 
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