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Offshore US Dollar Debt Market 2Q2019 Review: Record issuance in the
primary market but receding yields in the secondary market

Summary:

Since the second quarter of 2019, the Fed’s policy stance has turned dovish which
pushes down yields on the US dollar denominated debts including offshore debt
issued by onshore Chinese entities. The yield spread between China and the US
government bonds continued to widen against the largely steady exchange rate of
RMB to USD which boded well for the offshore US dollar debts.

From the primary market perspective, the offshore US dollar debt issuance continued
to grow at a breakneck pace in the second quarter 2019. There was a total of 192
issuances representing a quarter-over-quarter increase of 44.36% and a total
issuance amount of USD72.893 billion representing a quarter-over-quarter increase
of 54.69% which also broke the record high for the season.

From the issuing entity perspective, property developers and financial institutions
(including banks, non-bank financial institutions, and financial services) still made up
the lion shares. But under the backdrop of tightened regulation promulgated by the
NDRC targeting offshore US dollar issuance, the pace of debt issuance by property
developers receded. At the same time, many LGFVs faced a wave of refinancing
which pushed up the issuance volume in the second quarter of 2019.

From the cost of funding perspective, a dovish Fed was conducive for the issuance of
offshore US dollar debts, but the issuance coupons of property developers continued
to climb. From the issuance registration perspective, RegS still dominated the
landscape due to lower issuance cost and expedited issuance process.

From the issuance tenor perspective, 3-to-5 year was the most common tenor with the
5-year tenor issuance increasing noticeably while the less than 1-year tenor issuance
decreased significantly.

Looking forward into the third quarter 2019, we expect the yield spread between China
and the US government bonds continues to widen. On the other hand, under the
backdrop of the NDRC No. 666 and No. 778 policy announcements which regulated
and tightened the offshore US dollar issuance by LGFVs and property developers,
respectively, we believe it is likely that the issuance volume of offshore US dollar will
decline from the record high reached in the second quarter 2019.

For more details, please refer to the Chinese report:
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https://mp.weixin.qg.com/s? __ biz=MjM5NzIONzAXNg==&mid=2652214240&idx=1&sn=d2b6
53c24020a0502b68d316b270b5cc&chksm=bd3dd2a78a4a5bb1d5ac39f859a83c4287e837e
3ceal5a5b84e8e245cfee19e79591dc138e45&mpshare=1&scene=1&srcid=&sharer_shareti
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me=1565150078302&sharer shareid=6c8eab0e2a69124c110939c5f45e94a4&pass ticket=
TCFIQa7myKOowP2riw47SRJIPVITIHQuoVjvirDUmmsaUrFExXSOTBEu%2BcBIOH|jm8R#rd

Note: In case of any discrepancies between the English version and the Chinese version, the Chinese
version shall prevail.
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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.Ihratingsglobal.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 maodification, 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.
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