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e China IG space widened 2-5bps at one point but paired some losses into .
noon. Among new issues, NWDEVL’27 was the best performer (25bps Glenn Ko, CFA & &4
tighter) while KYOBOL and NWDEVL Perps opened higher but soon back (852) 3657 6235
to RO with profit taking selling. ON HY, CSCHCNSs were 0.5pt higher after glennko@cmbi.com.hk
the refinancing news. We expect more details on refinancing in the coming .

weeks. We have buy recommendations on CSCHCNSs. Polly Ng X & 3%

(852) 3657 6234

e COGARD: IG status at risk but current valuation but current valuations of pollyng@cmbi.com.hk

COGARDs have more than priced in 1-2 notch(es) downgrade to high-mid
BB. We have buy recommendations on COGARDs. For shorter-dated
plays, we prefer COGARD 4.5%°23, the CB which, offered at 80, is trading
ata YTM at 21%. See below.

James Wen B E 4%

(852) 3757 6291
jameswen@cmbi.com.hk

e INDYIJ: Launched a capped tender offer for its due 2024 and 2025 USD
Notes. We see the tender offer not particularly attractive. INDYIJs are 0.5-
1pt higher. See below.

+* Trading desk comments % % & 3% W%

Yesterday, Chinese IG space was firm, and generally up 2-4bps. In Financial
space, Chinese banks continued to show demands in some SOE names,
mostly on front end papers. Tier 2/AT1 were relatively quieter. CMHI traded
another 4-6bps tighter on the day. In SOE sector, benchmark names
tightened 5-10bps. TMT high-beta names tightened 7-10bps on the long end
and saw some two-way trading. AMC space was mixed. HRINTH/CCAMCL
up 0.5-1pt. For other names on Wednesday, we saw INDOIS 27/32 continued
to open higher on cash price despite the fact that UST yields indeed are still
holding up at recent high levels, at 101.25 and 101.625 respectively.

HY property space continued to trade softer with limited flow. CENCHI was
up 1-3pts. GRNLGR’22 continued the recent gains to be up as much as 1.5-
3pts with retail accounts buying. LVGEM curve was up 10pts on Wednesday
morning after the developer announced China Vanke has conditionally
agreed to inject RMB2.3bn into its Shenzhen urban-renewal project. On the
flip side, COGARD opened down 0.5-1pt yesterday after Fitch placed its
rating on Negative watch. CHINSC was down 2-4pts after its contracted sales
in May printed low amid weak sentiment. Among the distressed names,
TPHL/PWRLNG down 2-3pts. Macau gaming sector was slightly higher.
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Last Trading Day’s Top Movers

Top Performers Price Change Top Underperformers Price Change
LVGEM 12 03/10/23 68.4 8.2 ZENENT 12 1/2 09/13/22 60.8 -7.3
CENCHI 7.9 11/07/23 57.5 55 CHINSC 7 3/8 04/09/24 40.1 -5.7
CENCHI 7 1/4 08/13/24 48.3 4.6 CHINSC 5.95 09/29/24 39.2 -4.2
CENCHI 7 1/2 07/14/25 47.7 4.6 TPHL 6.6 03/02/23 40.6 -4.2
CENCHI 7 3/4 05/24/24 49.1 45 PWRLNG 6.95 07/23/23 20.0 -3.1

Macro News Recap ZAL#7j# v M

Macro — U.S. stocks finished lower amid mounting stagflation concerns. The S&P (-1.08%), Nasdaq (-0.73%),
and Dow (-0.81%) fell a little, amid the news that OECD slashed both its U.S. and global growth forecasts on
Wednesday. US Treasury Secretary Janet Yellen said the Biden administration is looking to “reconfigure” tariffs
imposed on Chinese goods, though it was “no panacea” for easing inflation. Treasury saw uniformly sell-off,
leaving yields around 5bps up across the curve, with the 2/5/10/30 yield advancing to 2.78/3.03/3.03/3.18%
respectively.

Desk analyst comments & 7 | 7 32L&

» COGARD: IG status at risk

Fitch put Country Garden’s ratings on negative watch. This is the second negative rating action over the past 2
weeks. Currently, Moody's and Fitch are reviewing COGARD's Baa3 and BBB- senior unsecured ratings for
downgrade. COGARD could lose its IG status over the coming 3 months. S&P rates COGARD at BB+. Despite
the risk of losing IG status, we continue to take comfort from its ability . COGARD was recently selected to be
one of the few developers to issue onshore bonds with credit risk mitigation tool. On 21 May, COGARD
completed a 3-yr (1+1+1) onshore bond issue of RMB500mn with CDS (of RMB100mn) at a coupon rate of
4.5%.

CGOARDs are 1pt lower after the negative action. While we expect some volatility in bond prices in view of the
potential selling from IG mandates, we believe that the current valuation of COGARD have more than priced in
1-2 notch(es) downgrade to high-mid BB. We believe the current valuations of COGARDs offer decent value for
longer-term investors, factoring in our belief that COGARD will be a “survivor” of the sector. For shorter-dated
plays, we prefer COGARD 4.5%’23, the CB which, offered at 80, is trading at a YTM at 21%.

> INDYIJ: Tender Offer for due 2024 and 2025 notes

Indika launched a tender offer for INDYIJ 5.875 2024 and INDYIJ 8.25 2025 USD notes, subject to maximum
acceptance amount of USD200mn and USD50mn, respectively. INDY1J'24 and ‘25 were 0.5-1pts higher and
are offered at 100 and 102, respectively after the launch of tender offer. We see the tender offer not particularly
attractive.

The repurchase price will be determined by Modified Dutch Auction Process, with the acceptable price range
below:-
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At or prior Early Tender Deadline (22 Jun’22)

Early Tender

At or prior Expiration

Payment Deadline (7 Jul’22)
2024 Tender USD 97.75 — USD 100.75 UsSD 5 USD 92.75 - USD 95.75
Offer
2025 Tender USD 100.25 - USD 102.5 UsSb 5 USD 95.25 - USD 97.5
Offer

Holders who tender before Early Tender deadline and accepted for repurchase notes will receive USD 5 per
USD 100 principal amount of 2024 Notes and 2025 notes validly tendered. The early tender payment is included
in the tender offer consideration determined by the above Modified Dutch Auction. The acceptance amount is
prioritized over early tender, i.e. if this Tender Offer is fully or oversubscribed at its Early Tender Deadline, Indika
will only purchase the Notes validly tendered at or before the Early Tender Deadline, subject to acceptance

proration.

» Offshore Asia New Issues (Priced)

. . Issue Rating
Issuer/Guarantor Size (mn) Tenor Coupon Yield (MISIF)
Shandong Guohu USD500 3 4.7 4.7% I/BBB+
Investment
Qingdao Jiaozhou Bay USD300 3 4.9 4.9% 1-1-
Development Group
New World Development Usb200 5 5.875 T+290 -/-1-
New World Development USD500 Perp NC3 6.15 6.15% -I-I-
Xinjiang Transportation USD70 3 5.80 5.80% -
Construction Investment

»  Offshore Asia New Issues (Pipeline)
Issuer/Guarantor Currenc Size (mn) Tenor IPG Issue Rating
y (M/SIF)

Lianyungang Port Group uUsD - 5.30% -/-/IBBB
Shandong Hi-Speed Group uUsD - 4.60% A3/-IA
Bank of China Frankfurt Branch usD - T+65 AL1/AIA

> Market condi

tions and color

¢ Regarding onshore primary issuances, there were 71 credit bonds issued yesterday with an amount of
RMB93bn. As for Month-to-date, 724 credit bonds were issued with a total amount of RMB760bn raised,

representing

a 4% yoy decrease.

e [CSCHCN] China South City lays out refinancing plan for USD bond maturities totaling around USD1bn

due in the re

mainder of 2022

e [JIAYUA] Jiayuan Chairman Shum Tin Ching hit by a recovery suit in Hong Kong over USD50mn loan
from Boyu-linked entity

e [SHIMAO] Shimao sounded a weakened term extension proposal for three offshore syndicated loan
facilities, bilateral offshore loans and USD bonds due or puttable in 2022, calling for the debt to amortize
over 2024 and 2025
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e [VNKLE] Vanke Real Estate (Hong Kong) issued RMB510mn 3.55% dim sum bonds due 2025 with a
keepwell agreement from China Vanke

e [VEDLN] Vedanta pledges 5.77% stake in Hindustan Zinc for INR80bn term loan (USD1.03bn)
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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
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. 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.

Disclaimer

For recipients of this document in the United Kingdom

This report has been provided only to persons (I)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
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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.



