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1Q2019 Chinese Offshore USD Bond Research Report
Overview of Chinese Offshore USD Bond Market
•

The US Treasury yields declined rapidly in the first quarter of 2019 which to some extent
reduced the issuance costs of Chinese offshore USD bonds. The implementation of
monetary easing policies by the Chinese Government has made the Chinese Government
bond yields generally lower in the first quarter of 2019. However, the decline of the
Chinese Government bond yields was less than that of the US Treasury yields. The
widening of the spread between the two and the appreciation of RMB against the US
dollar in the first quarter of 2019 reduced the financing costs of Chinese offshore USD
bonds and made them more attractive for investment.

•

Since 2019, the National Development of Reform Commission (“NDRC”) has relaxed the
regulations on Chinese offshore USD bonds issuance, including extending the expiry to
the end of June 2019 on 90 companies’ offshore USD bonds issuance quota and
speeding up the approval process of offshore USD bonds, which have stoked the
issuance. As the regulations on Chinese property developers’ onshore issuance are still
tight but with a large amount of the outstanding offshore USD bonds becoming due in
2019, the Chinese property developers have led the increase of Chinese offshore USD
bonds issuance in the first quarter of 2019.

•

The total issuance amount of Chinese offshore USD bonds recorded a one-year high of
4.78% increase to USD47.121 billion though the number of issuances declined by 15.82%
to 133 in the first quarter of 2019. The Chinese property developers and financial
institutions were the major issuers. However, both the issuance amount and number by
Chinese Local Government Financing Vehicles (“LGFV”) declined.

•

The financing costs of Chinese offshore USD bonds decreased in the first quarter of 2019.
The average issuance coupon rate declined to 6.66% and over 52.69% (by issuance
amount) of the newly-issued Chinese offshore USD bonds’ coupon rates were in the
range of 4%-8%. And the coupon rates of Chinese offshore USD bonds issued by property
developers were above 8%. The fixed-rate bonds were the major type of issuance.

•

Institutional investors in Asia were the major buyers of Chinese offshore USD bonds in
the first quarter of 2019. Most of the newly-issued Chinese offshore USD bonds were
issued under RegS.

•

The issuance tenors concentrated in 3 to 5 years. Among the new issuance, non-rated
bonds accounted for 25.67% in terms of total issuance amount. For rated bonds, highyield bonds accounted for 41.75% of the total issuance while investment-grade bonds
accounted for 32.58%. Among the issuance of high-yield bonds, property developers
remained as the major issuers. Issuers from different industries made up for the
investment-grade bonds.

Outlook:
•

The US Treasury yields are likely to continue to decline in the second quarter of 2019.
The Chinese economy is likely to rebound in the second half of 2019 given the previously
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announced stimulus tax incentive plans which are likely to increase inflationary pressure
and in turn push up yields on the Chinese Government’s bond in the second quarter of
2019. In this context, the spread between the two government bond yields is likely to
widen, which will decrease the financing costs of Chinese offshore USD bonds. The RMB
exchange rate against the US dollar is expected to gradually stabilize in the second
quarter of 2019, which will further provide a strong incentive to issue Chinese offshore
USD bonds.
•

The State Administration of Foreign Exchange (“SAFE”) has simplified the procedures for
Chinese companies to obtain offshore debt and USD bond issuance quota, which will
promote the issuance of Chinese offshore USD bonds in the second quarter of 2019.

•

As Chinese offshore USD bond issuers will face around USD50 billion bonds due in the
second quarter of 2019, these issuers will be under great refinancing pressure. The
issuers with weak credit profile are likely to face higher credit risk. Some issuers are likely
to be downgraded in the second quarter of 2019.

For more details, please refer to the Chinese report:
《2019 年一季度中资美元债研究报告》
http://www.lhratings.com/lock/research/16998dbf67a
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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 thirdparty 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 2019.
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