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2020 Chinese Offshore USD Bond Investor Survey Report (Part One)
Part A: Survey Population Characteristics

The 2020 Chinese offshore USD bond investor survey is based on the data and feedback collected
from 32 one-on-one interviews with Chinese offshore USD bond investors of which 30 are based in
Hong Kong and 2 are based outside HK. The survey took place in February 2020. There were 5
parts to this survey: General Questions, Views on Macroeconomy, Views on China’s Onshore Bond
Market, Views on the Kung Fu Bond Market and the Investment Strategy in the Kung Fu Bond
Market.

We have summarized the survey results in 2 different reports. This part one report includes the
survey results on General Questions, Views on Macroeconomy and Views on China Onshore Bond
Market. Our part two report, to be published next week, will cover the Views on the Kung Fu Bond
Market and the Investment Strategy in the Kung Fu Bond Market.

Most of the survey respondents are pure asset management firms or asset management arms of
banks, accounting for 53.1% and 25% of the total respondents. The remaining respondents include
banks (12.5%), insurance companies (3.1%) and others (6.3%).

Slightly over half of the respondents (53.1%) have less than USD1 billion assets under
management (AUM) while 18.8% have USD 1 to 3 billion, and 9.4% have USD 3 to 10 billion. The
remaining 18.8% have more than USD 10 billion. (See Exhibit 1)

EXHIBIT 1:

What is the current asset under management (AUM) size of your company?
32 responses

@ Less than USD1 billion
@ USD 1 -3 billion

USD 3 — 10 billion
@ Over USD 10 billion

Source: Lianhe Global

87.5% of the respondents participate in high-yield corporate bond activity and at the same time 75%
of the respondents participate in investment grade corporate bonds. 34.4% participate in sovereign
and sub-sovereign bonds, and 25% participate in the distressed debt market.
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96.9% of the respondents primarily focus on USD-denominated offshore Chinese bonds. 65.6% of
the respondents' portfolios have a duration of shorter than 3 years and 62.5% have a duration of
between 3 to 7 years. Only 6.3% of the respondents have a portfolio duration of between 8-10 years
or above.

The charts below (Exhibit 2-4) illustrate the respondents’ investment focus by bond type, currency
and portfolio duration.

EXHIBIT 2:

Which kind of bonds does your company focus on?
32 responses

Sovereign and sub-sovereign

0,
e 11 (34.4%)

Corporate bond — Investment

0,
grade (“IG") 24 (75%)

Corporate bond — High yield

(HY") 28 (87.5%)

Distressed debt

Source: Lianhe Global

EXHIBIT 3:

Which fixed-income market is your primary focus?
32 responses

USD-denominated offshore
Chinese bond

31 (96.9%)

Developed market G3 bond 12 (37.5%)

Emerging market G3 bond except

0,
USD-deno... # i)

Chinese onshore bond 9 (28.1%)

0 10 20 30 40

Source: Lianhe Global
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EXHIBIT 4:

What is the general duration of your investment portfolio?
32 responses

Less than 3 years 21 (65.6%)

Between 3 — 7 years (inclusive) —20 (62.5%)

Between 8 — 10 years (inclusive)
Between 11 - 15 years (inclusive)

Longer than 15 years

Source: Lianhe Global

Part B: Views on Macroeconomy

46.9% of the respondents believed China’s GDP growth rate would fall into the 5.0% to 5.5% range
in 2020. Only 6% of the respondents thought China’s GDP growth rate would slow down to 4.0% to
4.5%. 56.3% of the respondents believed that the USD-CNY exchange rate would fluctuate
between 6.7 and 7.0 in 2020, and 40.6% of the respondents believed that the USD-CNY exchange
rate would be higher than 7.0 in 2020. (see Exhibit 5 and 6 below).

EXHIBIT 5:

What is your expectation of China’s year-on-year GDP growth rate in 20207
32 responses

@® 55% -6.0%
@ 5.0% - 5.5%
® 4.5% -5.0%
@ 4.0% - 4.5%

Source: Lianhe Global

Lianhe Ratings Global Limited
Page 3 of 8



EXHIBIT 6:

What is your view regarding USD/CNY exchange rate in 20207

32 responses

@ Higherthan7
@®67-70
@ Lower than 6.7

Source: Lianhe Global
In terms of home prices in different regions of China, most of the respondents believed that the

general trend of home prices would be stable. Whilst the home prices in first-tier cities would be
stable, the prices in second- and third-tier cities may fall. (see Exhibit 7 below).

EXHIBIT 7:

What is your view on China’s property price in the following 12 months when compared with 20197

I Increase M Stable [ Decrease

Tier 1 cities Tier 2 and 3 cities Overall

Source: Lianhe Global

In terms of property regulations in China, most of the respondents (78.1%) believed that they would
be relaxed given the current property market condition. (see Exhibit 8 below).
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EXHIBIT 8:

What is your view on China’s regulations on the property market in 20207
32 responses

@ Further tighten
@® Maintain

@ Loosen

@ Unknown

Source: Lianhe Global

Part C: Views on China’s Onshore Bond Market

In terms of the recognition of onshore credit agencies, most all the respondents (96.9%) heard
about China Lianhe Credit Ratings Co., Ltd./l: & 55 {E 7 LA PR/ 5] and 78.1% heard about United

Credit Ratings Co., LTD./E: &= R4 AR /A 5. Compared to the other onshore credit agencies,
Lianhe is well-known among the respondents. (see Exhibit 9 below).

EXHIBIT 9:

Which of the following onshore credit agencies have you heard before:
32 responses

China Lianhe Credit Ratings

United Credit Ratings

China Chengxin International
Credit Rat...

China Chengxin Securities Rating 21 (65.6%)

31 (96.9%)

25 (78.1%)

28 (87.5%)

Dagong Global Credit Rating 27 (84.4%)

Shanghai Brilliance Credit Rating 25 (78.1%)
Golden Credit Rating

CSCI Pengyuan Credit Rating

None of above —0 (0%)

17 (53.1%)
21 (65.6%)

Source: Lianhe Global

More than half of the respondents (62.5%) expected that their investment exposure to the Chinese
onshore bond market in the following 12 months will increase. (see Exhibit 10 below).
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EXHIBIT 10:

What is your expectation regarding investment exposure to the Chinese onshore bond market in

the following 12 months?
32 responses

@ Increase somewhat
@ Increase significantly
@ Decrease

@ Maintain

@ Unknown

Source: Lianhe Global
When investors consider investing in the Chinese onshore bond market, they focus on: the
availability of credit information, the default rate of Chinese corporates, the free flow of capital cross-

border and inclusion in global bond indices. (see Exhibit 11 below)

EXHIBIT 11:

How important are the following factors when you consider investing in Chinese onshore bond
market?

B Most concerned [ Neutral 07 Least concerned

dhekls

GDP growth Default rate of Inclusion in global  Free flow of capital Availability of credit Availability of
Chinese bond indices cross-border information international
corporates ratings

Source: Lianhe Global

Regarding the onshore credit market, 75% of the respondents were concerned about default risk,
followed by liquidity (68.8%), onshore regulations (59.4%) and currency risk (40.6%) (see Exhibit 12
below)
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EXHIBIT 12:

What are the concerns you have regarding the onshore credit market?
32 responses

Currency risk 13 (40.6%)

Default risk
Liquidity
Onshore regulations

Onshore rating scale and

)
methodology 11 (34.4%)

0 5 10 15

Source: Lianhe Global
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Disclaimer

Credit rating and research reports published by Lianhe Ratings Global Limited (“Lianhe Global” or “the Company” or
“us”) are subject to certain terms and conditions. Please read these terms and conditions at the Company’s website:
www.lhratingsglobal.com

A credit rating is an opinion which addresses the creditworthiness of an entity or security. Credit ratings are not a
recommendation to buy, sell, or hold any security. Credit ratings do not address market price, marketability, and/or
suitability of any security nor its tax implications or consequences. Credit ratings may be subject to upgrades or
downgrades or withdrawal at any time for any reason at the sole discretion of Lianhe Global.

All credit ratings are the products of a collective effort by accredited analysts through rigorous rating processes. No
individual is solely responsible for a credit rating. All credit ratings are derived by a credit committee vesting process.
The individuals identified in the reports are solely for contact purpose only.

Lianhe Global conducts its credit rating services based on third-party information which we reasonably believe to be
true. Lianhe Global relies on information including, but not limited to, audited financial statements, interviews,
management discussion and analysis, relevant third-party reports, and publicly available data sources to conduct our
analysis. Lianhe Global has not conducted any audit, investigation, verification or due diligence. Lianhe Global does
not guarantee the accuracy, correctness, timeliness, and/or completeness of the information. Credit ratings may
contain forward-looking opinions of Lianhe Global which may include forecasts about future events which by definition
are subject to change and cannot be considered as facts.

Under no circumstances shall Lianhe Global, its directors, shareholders, employees, officers and/or representatives or
any member of the group of which Lianhe Global forms part be held liable to any party for any damage, loss, liability,
cost, expense or fees in connection with any use of the information published by the Company.

Lianhe Global receives compensation from issuers, underwriters, obligors, or investors for conducting credit rating
services. None of the aforementioned entities nor its related parties participate in the credit rating process aside from
providing information requested by Lianhe Global.

Credit ratings included in any rating report are solicited and disclosed to the rated entity (and its agents) prior to
publishing. Credit rating and research reports published by Lianhe Global are not intended for distribution to, or use
by, any person in any jurisdiction where such use would infringe local laws and regulations. Any user relying on
information available through credit rating and research reports is responsible for consulting the relevant agencies or
professionals accordingly to comply with the applicable local laws and regulations.

All published credit rating and research reports are the intellectual property of Lianhe Global. Any reproduction,
redistribution, or modification, in whole or part, in any form by any means is prohibited unless such user has obtained
prior written consent from us.

Lianhe Global is a subsidiary of Lianhe Credit Information Service Co., Ltd. The credit committee of Lianhe Global has
the ultimate power of interpretation of any methodology or process used in the Company’s independent credit ratings
and research.

Copyright © Lianhe Ratings Global Limited 2020.
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